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Abstract

Why are Italians at the bottom of international rankings on financial
literacy? Why do they fail to make speculative financial choices and have a
marked aptitude for precautionary saving? Using a Weberian perspective on
household “budget management” [haushalt] and analysing the results of recent
research (e.g. OECD, CONSOB and Bank of Italy), the authors argue that there
are always “good reasons” and thus specific rationality that encourages people
to save and reject financial speculation. This economic choice emanates from
cognitive bias, financial socialisation, financial literacy, and environmental
conditions. The hypothesis is that Italian households demonstrate a weaker
attitude towards financial speculation and a better tendency to save because they
devote more attention to consumption, which, unlike financial investments,
increases and strengthens personal well-being and family relational ties. Finally,
the authors affirm the social relevance of specific financial rationality, leading
to a typical precautionary behaviour toward saving rather than investing. This
particular attitude aims to reduce the perception of uncertainty, and this is just
what is happening in the current crisis scenario.
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1. 'Theoretical framework: from classical economic theory towards the
sociological perspective

1.1. Managerial implications

The most recent research on Italian households’ consumption and
financial habits demonstrates a general propensity to precautionary saving
compared to other speculative financial activities (ID’Alessio et al.,, 2020;
Guglielminetti & Rondinelli, 2021). This inclination has increased due to the
Covid-19 pandemic (Gambacorta et al., 2020), but in addition to this cyclical
factor, it is an intergenerational trait related to generalised low financial literacy
(OECD INFE, 2011; 2018; 2019; 2020). Studies on consumption choices
exercised within family budget units are numerous (Cotte & Wood, 2004; Davis
& Rigaux, 1974; Filiatrault & Ritchie, 1980; Martinez & Polo, 1999; Soberon-
Ferrer & Dardis, 1991; Solomon et al., 2006) and concern also financial choices
a time of crisis (Secondulfo & Tronca, 2016) and in particular relate both the
family status and internal-external negotiation strategies.

These premises authorise us to affirm that it is possible to investigate the
financial consumption practices of households from at least two perspectives.
Firstly, it concerns extra-familial social positioning and the requirement to have
one’s status and social position recognised; secondly, intra-familial power and
influence dynamics. In the first case, the use of credit, the down payment for
savings or simply the choices of daily consumption through the expenditure of
income would depend on the obligation to live a life according to a standard
considered socially acceptable (Pellandini-Simanyi & Vargha, 2020). In the
second case, borrowing precautionary provisioning or direct spending may be
interpreted as the result of negotiations, conflicts, adaptations, clashes of
ideologies and identity needs (Pahl, 1990).

Family financial behaviour, therefore, originates from family bargaining
(Becker, 1973) and decisions of individual members (Sassatelli et al., 2015; Negri
& Filandri, 2010) and intense relational work (Zelizer, 1989). Preferences of this
kind depend on the choices of those who manage the amount of money
available (Mariger, 1987), the gender and age of members (Cotte & Wood, 2004;
Funches et al., 2017) but also on the institutional environment, the historical
and geographical context and intra- and extra-family relational dynamics.

Likewise, Zelizer asserts that “family money is equally shaped by changing
cultural conceptions of money and family life, as well as power, age and gender
relations” (Zelizer, 1989, p. 344). Purchasing and saving choices thus result
from group decisions, more or less negotiated by the various members, oriented
towards the needs and desires of family members (Epp & Price, 2008). This
stimulating perspective clashes with consumption as an individual practice and
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permits, as McDonnell (2013) argues, the sociological application of the
Weberian concept of “budgetary unity” to family financial rationality.
Nevertheless, as we will specify later, this last concept conflicts with
consumption as an individual practice rooted in the neoclassical economic
paradigm. On the contrary, it considers financial rationality of an accounting
nature as referring precisely to the closest relational network, namely the
houschold. The latter, as Weber argues, is a social group that, although
organised as a business, is guided by logic that is not necessarily profit-oriented.
Zelizer, similarly, further states that “household money is equally shaped by
changing cultural conceptions of money and family life, as well as by power
relations, age and gender” (Zelizer, 1989, p. 344). So purchasing and saving
choices result from group decisions, more or less negotiated by the various
members, oriented towards the needs and wants of family members (Epp &
Price, 2008).

This last is the logic behind our analysis, which starts with a commentary
on secondary data from surveys on Italians’ financial behaviour and financial
literacy.

1.2. In the condition of risk and uncertainty. “Good reasons” or
“Cognitive bias” determine financial behaviour?

The rise of capitalism has increased the social perception of uncertainty. In
this specifical context, this existential condition depends on the multiple
options available to the consumer. This actor can tactically refer to them, with
adaptability and flexibility, to achieve his welfare objectives.

Uncertainty depends first and foremost on limited knowledge. The latter
factor prevents an accurate representation of the present and prediction of the
future. From the other side, the risk is a particular state of uncertainty in which
some possible outcomes may have an undesirable effect or a significant loss.
Under conditions of uncertainty, unlike risk, no probabilistic reasoning about
future events is possible (Knight, 1921). Uncertainty fuels feelings of insecurity,
fear, disorientation and vulnerability. In extreme cases, uncertainty is perceived
as a risk because the two terms often undergo semantic alteration (North, 2005).
More generally, risks affect the environment, health, lifestyles, interpersonal
relationships, security and - as far as our analysis is concerned - also economic
and financial dynamics (Tulloch & Lupton, 2003).

Along these lines, recent studies on the psychology of poverty have
confirmed the importance of financial literacy as an essential element of human
capital. It is of great importance in the fight against poverty because it
predisposes people to be more aware and less stressed, and thus facilitates
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access to financial markets and thus to credit and insurance. Furthermore, we
refer about financial literacy by considering it closely related to financial
inclusion (Emara & Mohieldin, 2020; Grohmann et al., 2018) if by inclusion we
mean the availability and equality of opportunities to access appropriate,
affordable, and timely financial services. A medium to a high degree of financial
literacy may stimulate self-entrepreneurship and thus help emancipate from
poverty traps (Wang et al., 2022).

Uncertainty affects the flexibility of choices. Moreover, these, in turn,
depend on disposable income, consumption or savings choices and debt. In
addition, strategies turn not only on individual action but also on the risks and
dangers created by the actions of others.

Since uncertainty also depends on information asymmetries (Akerlof,
1970) and trust is an intermediate position between knowledge and ignorance
(Simmel, 2009), an excess of both can produce biases such as overconfidence
and herd behaviour. Behavioural finance deals with these cognitive biases
(Kahneman & Tversky, 2000) and is interested in comprehending the “rational”
motivations underlying consumption, investment, and savings choices.

Behavioural finance combines economics, psychology and sociology to
understand the significance of emotions and the perception of information in
formulating economic decisions by economic actors. We are referring to
consumers, investors, households, companies, etc., the processes of formalising
market prices, the effectiveness of marketing strategies, the positioning of
companies in the market, and thus, more generally, the allocation of resources.
These studies suggest that under conditions of uncertainty, consumers often
make decisions in systematic violation of the principles of economic rationality.
Are they stupid? Are there irrational motives driving them? None of the above.
Sociology assumes that it is not a matter of stupidity or irrationality. Instead,
the context and problem formulation determine the otientation and behaviour
of investors or savers (Chattoe & Gilbert, 1999).

Society, in this perspective, is not a collection of individuals disconnected
from each other. For sociologists - especially those who treasure the rationalist
Weberian perspective linked to the concept of “disenchantment with the
world” [Entzauberung-der-Welt] (Weber, 2004; 2011) - selfish atoms and
mechanically calculating agents do not exist. Thus there can be no absolute,
universally recognised rationality. Rationality is about a complex set of good
reasons that everyone has and implements in daily action to achieve the best
result for themselves and the circles of relations in which they are situated, in
time and space. Hence again, financial behaviour which from our perspective is
action-oriented towards precautionary spending, investment or saving may also
not depend on a predictable pattern of behaviour.
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Moreover, in this perspective, ostensible false beliefs may also determine
the attitude to saving or investing. Nevertheless, it is worth asking: are such
beliefs really “false”? Or is it “false” the paradigm that assigns a higher degree
of rationality to those behaviours more oriented to speculating on risk and less
to governing uncertainty?

The neoclassical economic paradigm considers financial behaviour from
the rational investment choice of the risk of homo oeconomicns. This last actor
seeks to obtain maximum individual utility by betting on the profitability of his
capital. His actions thus oriented, together with those of other actors like him,
guarantee the system’s equilibrium. From this perspective, behaviour that seeks
the maximum return on his capital would be rational, and any choice to the
contrary would be irrational.

Building on what we have said, we state that this neoclassical economic
paradigm conditions official measures of financial literacy. This dominant
mainstream indeed assigns higher importance to investment- and speculation-
oriented knowledge and less to savings skills.

This criticism is consistent with the observations of the Bank of Italy (Di
Salvatore et al., 2018, p. 14) regarding the OECD/INFE instrument measuring
financial literacy at the international level. This last study criticises official
statistical measures that consider financial transactions from a perspective that
only includes financial actors who want to profit from their income and assets.
At the same time, it stresses that it does not correctly consider financial
transactions that instead focus on immediate and future consumption and are
also based, in part, on the ability to save precautionarily.

2. The social dimension of money

As we have anticipated, according to the neoclassical economic
petspective, bomo oeconomicus is a rational agent skilled in making informed and
calculated choices for his well-being. His self-interest assures the balance of the
market and, more generally, the economic efficiency of the entite system.
Money is thus perceived quantitatively as an instrument; its value depends on
the mechanical intersection of supply and demand for goods and services. On
the contrary, the sociological interpretation requests to consider qualitatively
the different values that money can assume, concerning the different social
meanings that bomo sociologicus allocates to money, and with precise reference to
the geographical context, the historical moment, the cultural canons and the
relational contexts.

In this outlook, taking up Simmel, scholars highlight a historical paradox
of great sociological relevance regarding the use of money (Bandelj et al., 2017).
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The reflection starts from the consideration in “Philosophy of Money”
(Simmel, 2011), where Simmel affirmed the impersonal character of money that
in modernity emptied treality of values. Today, on the contrary, it seems that the
varied use of money serves to characterise identities and, more precisely, to
qualify - also from the point of view of values - the rational choices of economic
agents.

Therefore, it is necessary, nowadays more than ever, to address the current
ineffectiveness of the concept of monetary fungibility. Social relations,
emotions, and moral convictions can, especially today, together with
technological innovations and monetaty policies, create a profound
differentiation in the perception of value and, therefore, the use of money in its
various forms and purposes.

In light of these stimuli, which emphasise the socialised dimension of
money, we wonder what role social agencies play in monetary consumption
choices in social groups. We also question the role of specific skills in the
economic-financial field in determining precise choices of purchase or
indebtedness, which generally concern individual agents and the families to
which they belong.

2.1. Financial socialisation and financial literacy from childhood to
adulthood

Financial behaviour also depends on financial socialisation (Rinaldi &
Bonanomi, 2011), which is “the process of acquiring and developing values,
attitudes, standards, norms, knowledge and behaviours that contribute to
financial sustainability and individual well-being” (Danes, 1994, p. 28).

Therefore, we consider financial socialisation as another tool that can
contribute to the increase - in quantity and quality - of notions and skills that
can be considered financial literacy.

We highlight that “financial socialisation” and “financial literacy” are
related to life-long processes from childhood to adulthood, to socio-cultural
factors (Sprow Forté, 2013) and depend on socio-economic drivers in their
specific local context (Buckland, 2010). We specify that “tinancial socialization”
is about intentional and unintentional processes and includes “financial literacy”
which is the intentional part. We use financial literacy in its broadest
terminological declination specifying that it is highly dependent on changes in
the life cycle associated with changing professional roles and intra- and extra-
family relationship roles (Gudmunson & Danes, 2011). In fact, the family is a
necessary social institution for financial learning. Indeed, precisely in the
household and perhaps better than in other contexts, young people learn from
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adults even in informal discussions about the functioning of economic
institutions, the characteristics of financial products, the use of money in
consumption, investment or savings strategies (Sherraden, 2013).

Financial knowledge can facilitate achieving an adequate level of well-being
(Allen & Miller, 2010; Lusardi & Mitchell, 2011, 2014; Schmeiser & Seligman,
2013; Xiao et al., 2014). For instance, having technical awareness of financial
concepts and return mechanisms concerning market conditions (e.g. the return
on stocks or bonds; the type of rate applied when taking out a loan, the types
of amortisation in loans, etc.) can help one to make shrewd debt choices that
are appropriate to one’s actual availability and potential. On their own, however,
more than such technical skills are needed to guarantee wise choices. Financial
socialisation and, thus, learning under informal conditions is essential in this
respect. In turn, financial socialisation - where it is too formal - may neglect the
full appreciation of specific and more advanced financial skills transmitted and
learned in formal financial education. This is why it is necessary to combine
both the formal transmission and learning processes of economic-financial
concepts (financial literacy), the upskilling of technical economic-financial
competences (financial knowledge) and to enhance the processes - also informal
- of socialisation of economic-financial issues and topics (financial socialisation)
(Hastings et al., 2013; Miller et al., 2015).

Having reached this point, however, it is appropriate to clarify better the use
of the concept of ‘financial literacy’, which we have so far used in general terms
and which is instead precisely specified in the OECD international taxonomy.
Financial literacy, more precisely, is definable as “a combination of awareness,
knowledge, skills, attitude and behaviour necessary to make sound financial
decisions and ultimately achieve individual financial well-being” (OECD INFE,
2011), “taking into account life events and shifting economic conditions”
(Remund, 2010). As official studies highlight, the main areas of financial literacy
are knowledge, behaviour and attitude.

The financial knowledge considers primary essentials such as simple and
compound interest calculation, inflation and portfolio diversification. The
financial behaviour takes in account the management of the family's financial
resources, namely the formulation of a budget, the regular and worry-free
payment of one’s debts and utilities, and the acquisition of information before
making investments. Finally, the financial aptitude is a personal inclination
towards financial matters; it is the ability to plan and have savings quotas to
refer to (Rai et al., 2019).

Financial literacy, hence, overall provides: to manage debt (Lusardi &
Tufano, 2015); to diversify investments (Abreu & Mendes, 2010; Christelis et
al., 2010); to cope with expenses and have funds to deal with emergencies
(Bevetly et al., 2003) and also helps to plan consumption and savings for
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retitement (Behrman et al., 2012; Lusardi & Mitchell, 2011, 2014; van Roojj et
al,, 2011).

2.2. Accounting rationality, financial preference for saving and
consumption. The Weberian perspective

Max Weber in Economy and Society (1978) states about “1ermadger” and
“Haushalf’. This paper utilises both concepts because they are optimal proxies
to estimate the financial attitude to consumption and saving.

“Vermagen” is “the total estimated value of goods at the disposal of a
budgetary unit which is normally utilised over a longer period, either directly or
as a source of income” (Weber, 1978, p. 87).

“Hanshalf” is “the continual utilisation and procurement of goods, whether
through production or exchange, by an economic unit for purposes of its
consumption or to procure other goods for consumption” (Weber, 1978, p. 87).

Based on these concepts, we state that financial rationality is of an
accounting nature and does not refer to a single agent but his closest relational
network, i.e. the family. Therefore, let us affirm what Weber said eatlier.
Specifically: “where rationality exists, its basis for an individual or for a group
economically oriented in this way is the budget (haushaltsplan) which states
systematically in what way the needs expected for an accounting period - needs
for utilities or for means of procurement to obtain them - can be covered by
the anticipated income” (Weber, 1978, p. 87).

McDonnell (2013) proposed extending the “budget units” concept to
families’ financial activities.

In detali, “Haushalt” concept is dissimilar from “Erweberb”. Weber uses
this last as acquisition or profit-making (Weber, 1978, p. 207). Quite the
opposite, he uses “budgetary unit” to maximise the marginal utility of money
for consumption.

Budgetary units are durable social groups and are “animated by non-
pecuniary, social logics, in contrast to capitalist enterprises dominated by
rational, calculated, profit-seeking” (McDonnell, 2013, p. 3106).

So, in this Weberian scheme, it could be “rational” to reduce present
consumption slightly, favouring savings that will be the resources to use for
future consumption.

Thus, in this perspective, financial rationality is finalised to keep constant
the maintenance of one’s overall level of well-being throughout one’s life.

The Weberian perspective considers consumption as a non-strictly
individual practice. Assuming households as budget units, and therefore as
essential elements and elementary forms of enterprise implies comprehending
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the close connection between economic and financial behaviour, oriented
towards consumption or savings, and the consequent centrality of other
variables. We refer to decision-making power, the ability to influence the
members of the groups to which one belongs, sources of information,
contextual conditions, habits, cultural conditioning that influence the processes
of purchase, investment or possible choices of precautionary conservation.

At this point, we ask ourselves this question: how do we explain financial
behaviour in the family as a function of the family’s life cycle and its members?
In this sense, we consider that the sociological reinterpretation of Franco
Modigliani’s famous economic theory can be very useful.

2.3. Consumption and financial savings over the life cycle. A sociological
reinterpretation of Modigliani’s economic theory

Nobel Prize winner Franco Modigliani with his “Life Cycle Theory of
Consumption and Savings” (Modigliani & Brumberg, 1954), taking up the
Keynesian marginal propensity to consume (Keynes, 19306), stated that
consumers save part of their income when they are young to use it when they
become adults. They then accumulate wealth, sacrificing some of their current
spendings because they use the savings in the form of money to consume at the
end of their working lives and in retirement. Thus, their current consumption
choice depends on a particular form of rationality that spans multiple periods
and considers current and future needs.

Modigliani also pointed out that the inter-temporal balancing of
consumption levels ensures that the quantitative increase in income in a short
period generates fewer additional benefits in terms of utility. Although this
theory originates in a purely economic theoretical framework, it is, in our
opinion, also interesting from a sociological point of view. It provides a way to
interpret financial actions over the lifetime of social actors. As we have already
mentioned, historical contexts, institutional environments and relational
networks condition the biographies of individual social actors. For our analysis,
we deem Modigliani’s model crucial to consider economic and financial choices
of consumption or savings within a single interconnected flow closely linked to
the relational contexts in which agents rationalise and implement financial
choices. We interpret this model more precisely through the sociological prism
of Elder’s (1998) “Life Course Theory” which considers savings and
consumption to be closely linked to work capacity, income level, and wealth
possessed. These factors result from relational paths that mature and develop
within the family. Thus, using this last sociological prism more appropriately,
who studied the consequences on youth and families of the Great Depression,
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we can decode the connection between critical events, institutional context, and
subsequent personal and family development trajectories over the life course.
Precisely, Elder ascertained that the consequences of indebtedness, loss of
income, and increasingly precarious employment caused relational shocks (e.g.,
boosted stress and disruption of the family balance between adults and youth),
both of which had a substantial impact on personal paths to social achievement
and well-being. On the latter, Elder has pointed to the emergence of a kind of
generational handicap on economic-financial issues that “tends to follow a
lifelong path of disadvantage in later years” (Elder, 1998, p. 9).

Modigliani’s theory, therefore, in a sociological perspective, can, in our
opinion, be helpful to investigate the connections between income, saving and
consumption about the preference structures of the individual actors and their
families with the consequent choices of expenditure or accumulation.
Moreover, we can employ this theory to understand the coherence of the actors’
financial behaviours to cultural conditionings and temporal and spatial
environmental conditions.

Specifically, however, it is crucial to understand if this theory and the
Weberian “haushalt” can also be suitable to explain the tendency to
precautionary saving. For example, instead of speculative investment, there are
specific family dynamics, precise environmental conditions and generational
policies of a particular type about work and welfare in some contexts. Again,
the Italian context seems emblematic, and we will use it as an ideal type.

3. Descriptive analysis of secondary data concerning the Italian case
3.1. First pieces of evidences

Our research questions begin on these four empirical elements,

which we will discuss in more detail later in the data sources section:

1. Italian adults and young learners are at the bottom of the international
rankings for financial literacy. However, when it comes to the sub-
indicator on literacy referring to the ability to accumulate precautionary
savings, they are in less marginal positions (OECD INFE, 2020).

2. During the pandemic, Italian households’ bond investments were the
highest, while equity and mutual fund investments were the lowest
(CONSOB, 2021, p. 44). These trends are not only related to the
pandemic period. They are also evident in the pre-pandemic time series
(Bank of Italy, 2018a, 2018b).

3. Approximately 40% of households questioned in a 2020 Bank of Italy
preferred to accumulate savings rather than spend income on

10
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consumption or investment during the pandemic. The increase in
savings concerns those who indicated that they would make ends meet
without any particular financial problems or reasonable ease. Italian
households also reported spending one-third of their accumulated
savings during 2019-2020, with just over half going into savings or
investments. Moreover, people reported leaning towards a
conservative financial stance even after the health emergency, keeping
their accumulated savings at higher levels than pre-pandemic levels
(Guglielminetti & Rondinelli, 2021).

4. In 2020, the household propensity to save rate (percentage ratio of
gross savings to adjusted gross disposable income) stood at 15.2 points
compared to 5.7 for the investment rate (percentage ratio of consumer
households’ gross fixed capital formation to their gross disposable
income) (ISTAT, 2020a, pp. 2-4).

3.2. A preliminary critique of statistical tools for measuring financial
literacy

We declared that the neoclassical economist paradigm, in our view,
conditions the official measures of financial literacy. Consistent with this
mainstream, higher scores receive investment- and speculation-oriented
knowledge; lower scores obtain savings capacity. This critique is consistent with
the observations of the Bank of Italy (Di Salvatore et al., 2018, p. 14) towards
the OECD/INFE instrument. It considers financial transactions from a
perspective that only includes people who like to profit from their income and
assets. On the contrary, this perspective does not accurately consider financial
transactions from immediate and future consumption.

Therefore, it is inaccurate that official statistics assign more weight to the
endowment of knowledge or ability to behave and less to that of an aptitude
for saving.

According to these official measures, financial knowledge mainly considers
understanding interest rates, inflation, and portfolio diversification. Financial
behaviour refers to budgeting and investing. Financial aptitude refers directly
to planning skills.

In detail, the most critical factors of the measurement instrument proposed
by the OECD INFE are:

1. Knowledge and bebavionr has great importance, and atfitude has less weight
(financial knowledge score is in the range 0-7, financial behaviour score
is in the range 0-9, financial attitude score is in the range 1-5);

11
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2. Random selection of respondents does not guarantee that the
respondent is the actual household planner and decision-maker (Hsu,
2016);

3. Financial literacy should also include topics and skills learned within the
broader framework of general culture. In this sense, Italy’s disadvantage
compared to the rest of Europe in the education levels of the
population, even if it decreases in the younger age groups, is marked.
For example, 62.2% of 25-64-year-olds in Italy have at least a diploma,
78.7% in the EU (ISTAT, 2020b);

4. Financial participation resulting from literacy should be considered with
different life cycles and commensurate with macroeconomic conditions
and institutional factors (Di Salvatore et al., 2018). With this in mind, it
is crucial to provide additional weight to financial aptitude, which refers
to the ability to save and thus to be forward-looking and supportive of
the lives of one’s family members who will be able to use that
committed capital in the future.

The criticisms we have reported confirm the necessity to consider financial
behaviour in its socially embedded nature. Sociology can make a significant
contribution to this field. We refer specifically to the analysis of monetary
decisions with financial trajectories throughout life and their consequences for
personal well-being and socio-economic development at the macro level.

3.3. Questions research

Based on the previous empirical results, we wonder whether there are
specific causes that can explain the lower financial literacy of Italians, the
consequent inability to diversify risks, the more general tendency towards
investment aversion and, finally, the preference for precautionary saving.

Regarding the last point, Italian houscholds seem to have a typical financial
attitude that prefers - as a famous popular saying goes, ‘saving for a rainy day’
for hard times. This tendency is, after all, the pandemic and war scenario we are
currently experiencing. Instead of secking profitability in investments and
managing the associated risk, people may prefer to set aside savings for future
consumption.

Nevertheless, what are the reasons? Discussion of secondary data
extrapolated from international and national research and reported from now
on will corroborate the relevance of formal financial learning processes and
informal and unintentional financial socialization.

12
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3.4. Data sources

3.4.1.  International Survey of Adult Financial Literacy (OECD INFE, 2020): 1talian
adults’ low competencies in financial matters

Data from the OECD/INFE sutvey on adult financial literacy show that
Italy has the lowest percentage of adults to achieve the minimum financial
literacy score (53%). Hong Kong, China (71.1%), Slovenia (70%), Austria
(68.5%) and Germany (66.1%) are the countries with the highest values.

Therefore, Italians have low financial knowledge and cannot inform
themselves and compare financial products and services to make appropriate
financial decisions. The indicator “knowledge”, as we said previously, mainly
refers to the capacity to comprehend elementary financial concepts (e.g., simple
and compound interest rates). Knowledge of these concepts encourages
individuals to operate with greater confidence in financial matters, reduce
biases, manage savings and investments wisely, react without particular stress
to events that develop in the market, and, therefore, does not affect financial
well-being.

3.4.2.  Financial literacy assessment of students (OECD PIS.A, 2018): literacy is an
educational and social issue

Financial literacy is a topic that greatly concerns young people. Teenagers
make daily decisions about money and are already consumers of financial
services. Many of them already expetience financial transactions, including
digital ones. As they move into adulthood, they will have to deal with the
increasing complexity and risks of the financial world. Concerning 15-year-olds,
on average, in the 13 OECD countries that participated in the PISA survey,
about 54% have a bank account. In Finland, the percentage rises to 89%, while
in Italy, it drops to 44%. Regarding payment cards in Finland, 78% of young
people of that age have at least one; in Italy, 41%.

In detail, the results of the international OECD/PISA survey on the
financial literacy of 15-year-old students reveal that Italy is at the bottom of the
international rankings with a score of 476 points, significantly lower than the
OECD average of 505 points.

These results align with previous surveys where substantial territorial
differences are evident. The highest literacy levels are more likely to be found
among males in high schools in the North.

It is also worth noting that in Italy, 90% of students state that the family is
the primary source of information on financial matters (95% OECD average),

13
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83% rely on the internet (77% OECD average), 44% ask teachers for
information (50% OECD average), 44% ask friends (51% OECD average).

Figure 1. Adults performance in financial Literacy, OECD top and bottom five conntries. Normalised
data.

B FINANCIAL LITERACY Financial attitude

Hong Kong, China —

Slovenia
Austria
Germany
Estonia

North Macedonia

COUNTRIES

Montenegro
Colombia
Romania

Italy

I

-2,00 -1,00 0,00 1,00 2,00 3,00

Our elaboration. Financial literacy includes Financial attitude. Source OECD/INFE INTERNATIONAL
SURVEY OF ADULT FINANCIAL LITERACY 2020

These data confirm that financial decisions depend on learning the content
conveyed in official financial education programmes and daily consumption
(Ribeito & Soares, 2017). As a result, these latter are decisive to socialise the
shrewd and targeted use of financial resources. In effect, therefore, financial
literacy reduces the risk of personal and family default and, consequently,
positively impacts household finances and the state, thus having less demand
for support for persons in financial difficulties (Weiss, 2020).

3.4.3. Report on Italian households’ investment choices (Consob, 2019; 2021): untrust,
uncertainty, loss aversion drive money-saving preference

Data from the 2018-2021 Italian National Commission for Companies and
the Stock Exchange (CONSOB) survey indicate that the ratio of net wealth to
the disposable income of Italian households is higher than the average
Eurozone figure. While stating that they have no anxiety or discomfort with
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financial matters, the majority of respondents say they do not intend to invest
in products that contemplate the potential to lose their capital. This belief
results from an increased confidence deficit filled by the growing purchase of
insurance and pension products. Increased participation in financial markets
depends, as indicated, on higher levels of education, more excellent numeracy,
and financial knowledge. Thus, there is a relationship between participation in
financial markets and moods, such as optimism and confidence. Trust refers to
different actors: Italians seem to trust the most is family, followed by friends,
the health system and financial actors understood as banks or financial advisors.
More than 60%, on the other hand, do not trust any of the financial actors
considered.

Loss aversion and risk aversion intertwine with age, marital status,
residence, professional status and financial status. In particular, the highest
values relate to residents in the South and Islands, unemployed, retired,
widowed or divorced, and single-income earners. 31% of respondents regularly
save as a precautionary measure; 26% fail due to complete absorption of
houschold income. 43% of the sample took out a mortgage to finance both
current expenses and the purchase of their first home.

3.4.4.  Survey on the financial statements of Italian housebolds (Bank of Italy, 2018): an
ideal-typical profile of saver before and during the pandemic Covid-19

A typical profile of the Italian saver, according to a Survey by the Bank of
Italy (2018a), has the following characteristics: a) male; b) aged between 51 and
65; ¢) graduated; d) in the professional status of an executive or managerial
employee; e) of Italian origin; f) resident in the North in small towns (up to
20,000 inhabitants) or large cities (over 500,000 inhabitants).

The Survey also probes the most significant changes in financial activities
over the 2006-2016 period. Specifically, reports that:

1. the number of people in the 51-65 and over 65 bracket with deposits
increased. For these, there was a decrease in ownership of government
securities and other financial assets;

2. deposits increased significantly for residents in large urban centres, in
the South and on the Islands;

3. ownership of government securities and other financial assets, as well
deposits, decreased for residents in the North and residents of cities
over 500,000 inhabitants;

4. white-collar workers, executives and managers have left their share of
deposit ownership essentially unchanged and have decreased their
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holdings of government securities and other financial assets. These
trends also apply to freelancers and entrepreneurs.

We can explain these trends also through the concept of financial
awareness, referred adequately to Italians. These lasts are probably more aware
of their limitations in financial matters or at least more cautious in assessing
their level of financial knowledge (D1 Salvatore et al., 2018).

In this sense, as we mentioned, the financial behaviour of Italian
households during the pandemic confirms attitudes toward precautionary
saving. However, as a recent Bank of Italy report confirms, during the first half
of 2020, despite strong public support for household capacity, a significant
decrease in consumption (-9.8%) of Italian households and net savings of 51.6
billion were recorded. In contrast to the previous two crises (the subprime
mortgage crisis and the sovereign debt crisis). Compared to 2019, it increased
from 2.8% to 9.2%, confirming that the COVID ecrisis is undoubtedly more
significant and significantly impacts consumption and savings (Guglielminetti
& Rondinelli, 2021; Infante et al., 2021, p. 4).

3.4.5. Survey on Italians’ savings and financial choices (Luigi Einandi Research and
Documentation Centre, 2019): precautionary saving or inability to save money?

The sample survey on the perception of saving (Centro di Ricerca e
Documentazione Luigi Einaudi, 2019) reveals that saving is considered “very
useful” for 47% of respondents. At the same time, however, respondents
declare a substantial inability to save. The highest values are in the South and
the 45-54 age group.

The most important motivation for saving is to cope with unforeseen
events. However, the research correlates this reason with gaps in financial
literacy: 37.5% of those interviewed deem that the most problematic aspect of
deciding to invest in understanding the risk stems from the various options.

In particular, people in the middle 35-44 age group are particularly attentive
to these issues, and they must look at their financial future and likely do so with
concern. Risk aversion is directly related to income and education level (Russo,
2019) but is generally very present in the behaviours of all Italian savers.
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4. Conclusion
4.1. The legacy of the classical Weberian perspective in finance

Reviewing the Italian case of household financial consumption through the
classical Weberian perspective and revisiting Modigliani’s economic theory
from a sociological point of view can substantiate the existence of a close
correlation between the institutional environment, cultural conditioning, family
ties and the corresponding investment, saving or consumption preferences.

Considering the Italian family as a “budgetary unit” in the term’s Weberian
meaning could clarify the higher attitude to precautionary saving and the
aversion to a profitable investment. However, we would like to point out that
the above theories are not exhaustive explanatory prisms. Nevertheless, the use
of these theories to interpret empirical data, in our opinion, can be a stimulus
to further question ourselves on the generative causes that determine the typical
development of the phenomenon in a specific context such as Italy, which is
the object of reflection in this study.

Taking up Webet’s legacy of the various studies on finance, which we have
evoked here through the contribution in his Economy and Society but which also
concerns those on the stock exchange (Lestition, 2000; Di Maggio, 2020; Tilly,
2002; Weber, 1984), can therefore help us to explain the recurring typicality of
“economically relevant and economically conditioned phenomena” (Weber,
1978). We refer specifically to the recourse to precautionary saving and the
rejection of financial speculation with the typicality of family ties, contextual
conditions and the endowment of specific economic and financial knowledge.

In Italy specifically, as we have observed, the prevailing attitude is wealth
accumulation, precautionary saving to cope with future expenses, aversion to
losses and priority to consumption. The latter, in particular, unlike financial
investments, increases and strengthens personal well-being and family ties. The
explanations are that, as Weber explicitly states, “economic units” - such as
households - are durable, non-atomic groups that consume (and save) to satisty
the requirements of their members. Moreover, households differ from capitalist
groups, which are only oriented towards individual profit and have no relational
ties.

However, as Weber again points out, such economic units also engage in
financial activities. These refer more precisely to the use of own funds derived
from current income or savings set aside for present or future consumption and
tully reflect the original meaning of the term “finance”. Consistent with this, we
assert the need to recover the origin of the term from the Old French “finer”
(to make an end), to settle a debt and from the Medieval Latin “finis” = payment
in an agreement. These two words justify that finance is more sociologically
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related to social relations, trust relationships and consumer behaviour than
economic theory. Therefore, this specifical declination of “finance” seems to
us the closest to money and currency, which, as we comprehend, have always
been the object/subject of study of sociology and the social sciences in general,
starting with Simmel not only.

4.2. Limitations and hypotheses for further studies

Rather than original empirical research, this work presented an
interpretation of statistical data on the Italian case. We have used various official
sources in the light of a revised sociological theoretical framework based above
all on the contribution of a classic such as Weber: an authentic pioneer with his
insights on rational choice oriented towards consumption, investment or
savings.

More validation of the hypotheses that this work proposes experimentally
could come through other research, both qualitative and quantitative. This
cognitive effort could better elucidate the causal links between savings attitudes,
financial awareness and knowledge, and financial behaviour. It could also focus
on family dynamics issues regarding life courses, distinguishing and relating the
different paths of adults and youth. For example, many factors cause the risk
aversion of financial speculation and the preference for precautionary saving,
Based on Weberian theory, these elements may be the key to studies that use
households as the elementary economic unit. The Italian case, in this case, is
symbolic. In our opinion, particular conditions in this country could lead to a
greater focus on the relationship between savings attitudes and financial
behaviour. It could, furthermore, focus on family dynamics issues regarding life
courses, distinguishing and relating the different paths of adults and youth.

Many elements determine risk aversion and the predilection for
precautionary saving. Based on Weberian theory, these determinants can be the
keystone of studies that utilise households as an elementary economic unit. In
Italy, specific cultural and environmental conditions lead one to consider saving
a pilece of the more complex financial strategy to maintain consumption
standards at the household level. The factors we are referring to, in particular,
are:
the precariousness of working life;
the fragility and inadequacy of social policies;
the difficulty of accessing credit;
the widespread distrust in the banking system;
the extreme variability of social security regulations;

SAREIN S
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6. the bankruptcies and business failures that have progressively eroded

trust in economic institutions and beyond.

Moreovert, the changing demographic structure and the consequences on
welfare policies also determine the financial behaviour of Italian households.
The population is progressively ageing (old age rate: 139.9 in 2006; 178.4 in
2019), and the number of newborns is decreasing (birth rate: 9.5 in 2006; 7 in
2019). This trend is especially evident when comparing the data with the rest of
European countries. Among EU member states, the highest proportion of
young people in the total population in 2018 was observed in Ireland (20.8%),
while the lowest was in Italy (13.4%) and Germany (13.5%). Regarding the
incidence of people aged 65 and over in the total population, Italy (22.6%) and
Greece (21.8%) had the highest percentages, Ireland the lowest (13.8%)
(Eurostat, 2020). These specific trends inevitably affect welfare, which in Italy
refers to a particular family model. Here intra- and inter-family relations are
intense; the family acts as a social buffer and provides the satisfaction of the
needs of its members (Ferrera, 1996). This typicality also directly influences
consumption problems, financial behaviour, and probably the preference for
precautionary saving. The distinctive profile of the Italian saver is that of the
adult and the elderly. More generally, the preferred savings or financial
investments are insurance and pension instruments preferred to risky ones.
These instruments probably serve to better cope with unforeseen expenses that
affect families as a whole. In the Italian scenario, therefore, young people suffer
from financial exclusion. This phenomenon cannot be considered only in the
impossibility to obtain credit for expenses. The necessary consequences
concern the broader social dimension that impacts life projects.

What happens to young people is essential because it invites us to consider
the effects of globalisation concerning the spread of the hyper flexibility
mechanisms of recent decades. The latter has caused an increase in job
insecurity the difficulty of starting up self-entreprenecurial paths and thus
amplified the feeling of social uncertainty. The most urgent consequences have
concerned the formation of families and have mainly affected young people
who can be considered the real losers of globalisation (Blossfeld et al., 2005).
Especially in Italy and the other PIIGS countries, young people from the lower
occupational classes have shown a greater risk of being employed on temporary
contracts, of becoming or remaining unemployed, and of being trapped in
precarious positions that impacted the demand for finance, on personal and
houschold debt, on investment in housing or durable goods and, more
generally, on the financial behaviour of households. Families, predictably, have
tended towards precautionary saving rather than profit-driven capital
investment.
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Therefore, there is a significant correlation between the financial
opportunities offered to young people and their chances of achieving greater
autonomy and economic independence from their family of origin. However,
as scholars have pointed out (Dagnes, 2018, 2020; Bertolini & Moiso, 2020, p.
116), specific peculiarities refer to structural conditions that do not just depend
on cultural reticence or lack of financial literacy. More generally, the level of
bank debt and access to financial products in Italy follows different trajectories
from other countries. If we refer to the period between the years after the
Second World War and those following the subprime mortgage crisis, we can
observe that the number of Italian households with mortgages has gone from
5% to about 28% (Bank of Italy, 2010). Although on the rise, these rates bear
witness to the fact that, essentially, borrowing to buy a house is not the
preferred solution. However, there have been changes in young people and
their indebtedness in the last decade. Factors that have contributed to the slight
increase in indebtedness for this segment of the population are the stabilisation
of employment contracts, the increase in financial strength after the end of the
Great Recession of 2007 and the sovereign debt crisis of 2011, legislative
measures to liberalise the banking market and the implementation of some
protections for weaker sections of the workforce to encourage credit expansion.
These measures have been implemented at the national level and also at the
local level. However, the condition of access to the protection offered by these
funds still excludes atypical workers. In this sense, credit access must be
considered a powerful driver to innovate welfare policies and thus counteract
the many vulnerabilities and insecurities that depend on the impossibility of
having the necessary finances to realise one’s life plans (Moiso, 2011; 2012).

In conclusion, we can say that further validation of these hypotheses of
interpretation of the Italian phenomenon, referring to the financial
consumption of households, which we have discussed in this section, could take
place through other qualitative and quantitative research. Such analysis would
better explain the causal links among savings attitudes, financial awareness and
knowledge and financial behaviour.

4.3. Saving for a rainy day (in Italy). Living in an insecure society

We used statistical findings to argue that Italians’ attitude to precautionary
saving and the simultaneous risk aversion to financial speculation is due above
all to the general conditions of insecurity and lack of trust in banking institutions
and others.

Specifically, we have referred to financial accumulation as a rational
strategy that guarantees the economic actor, under constant conditions of

20



Household Budget Management and Financial Behaviour of the Italian Family
in Times of Crisis
Umberto Di Maggio, Fabio Massimo Lo Verde

uncertainty or with the prediction of worsening scenarios, the possibility of
maintaining constant consumption. The strategy applies at the personal level
and the household level. This supra-individual level has an intergenerational and
intertemporal character. Therefore, it concerns the immediate consumption
needs of those who, within the closest relational circle, need resources to sustain
consumption and who, like young people, cannot cope with it with their
income. We have tried to explain this attitude of Italians to saving employing
the Weberian concept of budgetary unit (Weber, 1978) and through the Elder’s
sociological reinterpretation of the theory of the long life cycle (Modigliani &
Brumberg, 1954). Although these theories, in themselves, do not adequately
explain the Italian case, they are, in our opinion, a fascinating conceptual prism
that can stimulate a necessary updating of the debate on financial behaviour
(which can be directed towards speculative investment or precautionary saving
but also extemporary consumption) also from a sociological and not only
economic perspective.

We have used these two theories as a primary analytical tool to explain
financial behaviour about financial literacy, which emphasises skills and focuses
explicitly on the precautionary attitude of setting aside portions of income to
guarantee future expenses. Furthermore, we have argued that this specific
financial attitude is interrelated to the substantial valuation assigned to
consumption that could increase personal well-being and guarantee the
relational ties with the family that turn out to be barycentric to ensuring the
person’s overall well-being.

Therefore, we can state that it is necessary to consider financial literacy in
its three areas of interest (knowledge, behaviour and attitude) as both cause and
consequence of learning and financial socialisation processes. However, it also
depends, above all, on macro-environmental conditions: socio-demographic
characteristics of the population, typicality of welfare policies, the solidity of the
economic and financial system in response to economic shocks.

More generally, perceptions of mistrust and uncertainty, which lead
towards preventive accumulation or speculative investments, also depend on
these factors and have significantly influenced risk aversion and attitudes
towards savings. However, we have specified that these attitudes are not
financial irrationalities and, therefore, cannot be considered as behavioural
biases typical of those who reject investment profitability in the face of greater
security. On the contrary, these perspectives confirm the association between
income and savings via consumption. Precautionary saving is a time strategy
implemented to maintain high levels of available wealth throughout life and
thus have socially appreciable living standards. Moreover, in this sense, the
management of income and savings and the ability to make profitable
investments based on managing insecurity and risk are decisive to attest
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admiration and improve reputation in relational circles. The latter is
appropriately social factors with a significant financial content.

Are these perhaps the new interpretative challenges for the sociology of
finance (Cetina, 2012) or for the new sociology of financial behaviour, which
focuses more on the considered choices of consumers (and their families)
understood as rational smart social actors and, therefore, always having good
reasons (Boudon, 1994) to save or invest?
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