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Motto:
"The illiterate of the 21* century will not be those who cannot read and write, but those
who cannot learn, unlearn and relearn.” — Alvin Toeffler

INTRODUCTION

The financial decision was approached in Romania mainly from the corporate
management point of view which needs to make decisions related to the financial activity of the
corporation (capital formation and adequacy, investments, profit distribution, etc.). The
companies are lead by CEOs and other managers who make strategic individual decisions or
linked to current activity even if these take place in a regulatory framework. Behind the scene
composed of legal and organizational regulations which define the company, there are many
human characters, different psychologies which are bonded to the influence of biases, emotions
and social environment.

Taking into account the fact that the decision making process presumes the analysis of
some alternatives in order to obtain the optimum results; this can be rational or emotional, based
on concrete, real or assumed elements. The process can be a very rapid one or it can assume the
collection of necessary data and profound analysis of the variants and their results.

Taking into consideration a simple but suggestive example just think about the situation
when we want to cross the street a car is heading towards us. In that moment we need to make a
decision. Applying the classical theory of rational choice, we should calculate the probability
that the car would stop and according to the result to make the optimum decision — we jump out
of its way or we continue our crossing. On the other hand — and this is how I think that things
really happen— applying a model of making decision, we will quickly cross the street without
calculating a certain probability of being hit.

Regarding the individual financial decision there are a series of errors which lead to a low
financial efficiency, suboptimal decisions and insatisfaction. These errors are not influenced only
by the level of financial knowledge, but also by the behavioural, socio-economic and
psychological aspects.

Among the errors determinated by the level of financial knowledge and the information
available, we may consider:

= consumers do not study the characteristics of a financial product before buying
it: the efficiency ratio, the level of the associated risk, the costs involved ;

= people do not read all the terms and conditions when signing a contract — which
leads afterwards to complaints and dissatisfactions regarding that product;

= consumers do not analyse all the offers that exist on the market at the moment of
their purchasing the financial product;

= consumers do not re-evaluate the financial products they already have to
evaluate the necessity of keeping them;

= people often purchase financial products that are not useful for them;

= consumers may have “myopia” when purchasing a product taking into
consideration only the costs and long term benefits;

= Some consumers can organise their money, at a cognitive level, in the so called
“mental accounts”. Thus, they can assign a percent of their earnings to savings
and, even if at a certain moment they buy a credit card or a consumer credit, they



continue to save the same percentage from their incomes with efficiency smaller
than the costs of the credit.

= consumers may think that they get the correct and independent information from
a society which has different ones, especially commercial;

= due to the level of financial knowledge they have no idea what questions to ask
the financial adviser (from a bank, insurance agent, broker, etc.);

= people cannot tell the difference between some good pieces of advice and those
for “interest”;

= consumers excessively rely on the advice from their friends, acquaintances or
family.

The suboptimal decisions regarding the use of financial products are due to the tendency
of taking an action with a limited rationality. This depends on the diversified context in which
the decision has to be framed and also on the way the consumer’s mind sees this context. The
followers of the behavioural theory consider that decision making “irrationality” is owned to the
way the human brain simplifies the information received and processes it using two methods:
bias and heuristics or decision shortcuts.

The bias determines people to be eager to act in a certain way because the way which
corresponds to their bias represents a stimulus to act that way. For example people who do not
have a turn to accepting the risk will consider this a stimulus to purchase less risky products.
Among the most frequent biases we may specify:

. biases linked to risk which include abhorrence to the potential loss and the
modifying of the preferences risk related to a change of the expecting yields;

. biases related to mental representations and accounts;

" biases linked to time perception, inconsistency of choices during a period of
time, preferences towards immediate benefits to the detriment of long term
ones;

. biases related to human ego: overconfidence, limited self-control, wishes, pride,
feelings, routine and habits;

. biases linked to the group of influence which results from trust and loyalty,
adherence to certain social norms;

. biases related to the limits of cognitive abilities: a lot of information and the
default option considered as an established general rule.

The study of decisions in general which also includes the financial decisions requires a
multidisciplinary approach, aspects of the process involving economics, psychology, sociology ,
mathematics and political studies, just to name some related fields.

The decision can be analysed from different perspectives: psychological, regarding the
needs, preferences and individual values; cognitive, the decision making process being
continuous and connected to the normative environment, as a logical, rational process which
leads to choosing the best variant.

The behavioural finances were born from the necessity of explaining certain events which
the financial theories failed to do, concentrating especially on the way the financial decision are
taken. This science is based on an individual approach of the human nature which presents
deviations from the behaviour assumed by classical financial concepts due to limitations and
emotional and social influences. The followers of the new theory consider that the behavioural
aspects from psychology can shape the financial decision making process.



Analysing the contribution of behavioural finances to the development of finance in
general, the scientists take into consideration 3 major ideas (De Bondt et al., 2010):

(1) The human intuition is fragile — the base investment principles are not studied by any
person who makes an investment. That is why people can make errors related to bias
or they act according to some patterns.

(2) The reconsideration of the decision making process — the financial choices are
identical to those from the medical or consumer goods field ;

(3) The personal beliefs are relevant in the financial field; rationality is not ubiquitous in
real life.

People have limited bounded rationality (Simon, 1955) which determines them to use
simplified procedures of heuristics or to have some biases which cause errors in the way of
thinking and their choices.

Studies of American economists (Akerlof & Kranton, 2000) have shown the connection
between the person identity and the economic decisions he or she or his/her acquaintances make:
the degree of contentment and satisfaction increases once the person takes the decisions which
improve the personal image, identity or vice versa.

Krugman (2009) Nobel Prize laureate, analysing the start of the financial crisis considers
that modern economics should also take into consideration the concepts of the behavioural
finances. Thus, analysing the investors’ behaviour on international markets he discovered that
these are influenced by excesses of exuberance or irrational panic and they have herd behaviour.

The behavioural finances include in classical theories the hypothesis of the humans real
behaviour, the influence of the psychological factors confirmed through various experiments lead
by economists and psychologists.

In a study conducted in 2010 by the Romanian Research Institute for Quality of Life
member of the Romanian Academy, for the World Bank (World Bank, 2010) on the financial
literacy in Romania regarding the daily financial management, the following conclusions
resulted:

e Almost 65% of the Romanian population struggle to manage their daily needs and
current commitments with a monthly income of less than 150 euro per family
member;

e Less than a quarter of the population (23%) keeps a record of their expenses, but
even so, 66% of them know the sums available for future expenses;

e Over half of the population (61%) spends all their money earned in a month before
next wage, 26% of these run out of money before salary payment date “always” or
“very often”, and 35% “sometimes”.

Only one percent of the 11% who go broke before the next salary use financial products
(consumer loans, credit cards) to avoid this situation. The most used methods are: cutting costs
(75%), interest-free loans from relatives or friends (62%), informal credit “on the book”
provided by stores (42%).

The study concluded that in terms of current money management, except from the
income level, the following factors are great importance: the level of financial literacy,
education, age and area of residence. The correlation between these factors is a positive one: the
more people have a higher income, financial literacy and superior education are higher, the older
they are and residence in urban area, the better they manage their current household budget.

The same study mentioned above showed that approximately 51% of the population fails
to save any of the monthly income. The majority of the respondents mentioned as a cause, the



low level of income. In the last years the level of term savings has improved, due also to a
tendency of spending limitation. Most people, who save (78%), are doing this thinking about
unexpected situations while only 48% save for a long term plan: the improvement of living
conditions, retirement plans, leaving a legacy for their children or gaining financial
independence.

Many people do not take good decisions regarding the long term financial plans due to
lack of knowledge, the lack of will in taking same actions, or sometimes even due to
overconfidence. The lack of available information may be another cause of some suboptimal
decisions regarding the long term investment (Mitchell & Utkus, 2003).

The idea of this research occurred as a result of my experience gained in 17 years of
banking throughout I occupied different positions (commercial, internal analysis, management)
within the local branches of an important bank from Romania. Thus, I could analyse directly the
way the decisions connected to the use of banking products and services are formed observing
the lack of rationality of people and the influence of behavioural factors.

The purpose of the research is to analyse the influence of certain factors which in many
times are not included in the analysis of the individual financial decisions. We are taking in
consideration behavioural, social and educational factors.

Due to heuristic decisions, bias, social influences and lack of financial knowledge people
do not always take the best decisions regarding savings, indebtedness or the use of same simple
banking products. In Romania the influence of these factors is accentuated by the lack of
knowledge and financial experiences owed to a relative short period in which the population had
to learn the concepts of market economy and the characteristics of financial products and
Services.

The main objectives during the research were:

1. reveal the influence of the behavioral factors, social norms and financial literacy on
individual saving decisions;

2. determine the effect of behavioral factors on the borrowing decision and in the banks’
landing process regarding customer relationship;

3. assess the level of financial literacy, financial expertise, the manifestation of
behavioral factors, confidence in their own decisions and banking system to various socio-
economic characteristics of the population in Romania;

4. validating a model of financial decision for Romanian individuals in terms of saving
and borrowing through the financial literacy and experience, behavioral factors, confidence in
their own decisions and confidence in the banking system;

5. identify the most efficient means to optimize individual financial decision taking into
account factors with significant influence and the degree of manifestation on specific socio-
economic segments of the population.

During the research, we used quantitative and also qualitative research methods. Data
was collected throw observation and opinion polling. We applied a questionnaire using face to
face interview and on line technique through specialised sites. The operators who applied this
questionnaire were experienced, collaborators of the Regional Statistics Departments from
Romania.

The choosing of the respondents was made using the probabilistic multistage theory
taking into consideration the place of residence, grouped on their size (4 categories + Bucuresti).
In the cities the respondents were randomly chosen. From the socio-economic point of view, the
relevant categories were: age, sex, main occupation, and level of studies, level of monthly



income and the place of residence. The data collection was made between November 2014 —
February 2015 using face to face interview(646 respondents) and using specialised sites on the
Internet (157 respondents).

The questionnaire was built using questions validated by other international studies, but
adapted to the Romanian economic and social environment in order to allow comparison in time
and space. To test the degree of understanding and the relevancy of the questions, a focus group
was set with 20 respondents aged between18 and 60. Taking into consideration their answers we
understood better the public opinion regarding the analysed concepts and we adjusted some
questions to determine a better level of understanding of the concepts.

The data processing was performed using the STATA 12.0 program.

PhD THESIS STRUCTURE

1st CHAPTER SUMMARY

In the first chapter we present the main theories regarding the formation of the individual
decision and the psychological approach of their formation.

There is also a presentation of the normative theories according to which the decisions
require the analysis of a large number of alternative possibilities of various scenarios before
choosing one. These cases have certain probabilities, and the decision makers can determine the
awaited case expected for each alternative. The final decision will be in favour of the best
scenario and with the highest probability of occurrence.

Then we complete the frame of the decision making theory presenting the normative theories
which try to explain some phenomena appeared on the international financial markets including
the analysis of decision and the psychological factors.

Regarding the role of psychology in the analysis of individual decision we present the main
contributions.

The analysis of the individual decision is made also from the point of view of a newly
appeared science: neuroeconomics, which analyses the way the preferences are formed inside
our brain. Further we talk about the main decision making errors due to heuristics and bias. The
social environment, the social norms and the social roles also influence the personal decisions,
especially the Romanians as the academician Constantin Radulescu Motru emphasised in an
analysis of the psychology of the Romanian people (Motru, 1937). The chapter ends with the
role of the financial literacy as a basis of the individual financial decisions.

The next two chapters analyse the influence of behavioural factors on the main banking
business lines: saving and lending.

2nd CHAPTER SUMMARY

The second chapter presents the main errors and bias that occur in the saving decision and
the role of financial literacy in their optimisation. The chapter starts with an analysis of the main
saving determinants and the presentation of the main studies in the field.

The importance of saving determined the necessity of combining economics with
psychology in the attempt to identify the individual way of thinking, the human behaviour
regarding the saving decision. We present the main research in this field.



As a result of the influence of behavioural factors the decision making errors appear that are
linked especially to long term saving and which are discussed together with the remedies
identified so far.

There are also numerous studies which show that the level of financial literacy in the world
is low and it is correlated with the low rates of saving, so we will also deal with the influence of
financial literacy and capability over the saving rates.

The chapter ends with a quantitative and comparative analysis of the perceptions regarding
the economic uncertainty in Eastern Europe towards the developed countries from Western
Europe.

The main hypothesis of research is that the uncertainty has a higher influence over the
forming of individual saving rates in the countries which had a centralized economy than over
people from countries which had a traditional market economy from the Western Europe. We
considered that frequent economic problems determined by transition contributed to a high level
of uncertainty. To analyse the hypothesis we took into consideration a set of panel data between
1995 and 2014 for 18 European countries, 8 developed countries from Western Europe with a
traditional market economy and a high population (Germany, France, Italy, Great Britain, The
Netherlands, Belgium, Spain and Sweden) and 10 East European countries (Romania, Bulgaria,
the Czech Republic, Slovakia, Slovenia, Poland, Hungary, Estonia, Lithuania and Latvia). The
data begin from 1995 and deal only with 10 East European countries due to the fact that the data
are not available for all the states.

The econometric model used was the GLS one (Generalized least squares) with fixed
effects. | have analysed the effect of uncertainty and | have tested using as control variables
different macroeconomic indicators considered to be also determinants of saving: inflation rate,
unemployment and changes in real wages (similar control variables were used by Ismail and
Rashid, 2013).

Analysing the results, we observe that our initial hypothesis is not validated by the
empirical results. Thus we cannot say that in East European countries the uncertainty has a
higher influence over the forming of individual saving rates than over the population from
countries with traditional market economy from Western Europe. However, we can observe that
the saving rates from Eastern Europe countries are influenced more by an economic uncertainty
confirmed especially by the unemployment rate. The negative expectations seem to have a higher
impact over the individual saving rates from the developed countries.

A cause of the post-factum reaction from East European countries may be the low level
of financial literacy and the degree of understanding of the market economy principles especially
in the 90’s, the saving being influenced more by a real manifestation of the negative economic
phenomena than by a forward-looking thinking.

3rd CHAPTER SUMMARY

Chapter number 3 deals with the errors and bias which determine people not to realise
the rational judgements regarding the borrowing decision. People do not have enough time,
enough information, knowledge or necessary capacities to take into consideration and analyse all
the options and take a decision to maximise their own profit. The empiric evidences which we
present prove that not even in the borrowing process (referring to borrow from the bank), the
human behaviour does not obey the rules of the classical economic models.



When people have to take a complex decision which assumes calculations and
predictions about future, many of them rely on heuristic decisions, analyse the behaviour of
acquaintances, adjust the decision according to framing and the implicit option. The studies in
the behavioural area analysing the borrowing decision have shown the manifestation of
overconfidence in personal judgements based on available information in the memory of the
decision maker which makes that the afferent risk to be wrongly judged. Thus, the decision
maker will be subject to a decision making error underestimating the future costs and over
evaluating the present beliefs.

The manifestation of behavioural factors may appear under the form of borrowing decision
stimulation determining an over-indebtedness of the person and difficulties in paying the debt,
but also as avoidance to borrow even in the moments when the results would prove profitable
(education and investments).

A special case is the appetite for borrow in exotic currencies (especially in CHF, JPY) due to
low interest rates. The low level of financial literacy of population, the “myopic” effect of
current benefit towards future risks, herd behaviour or the wish of the banks to make big profits
may be other causes of lending in foreign currencies.

The chapter ends with a qualitative research of the behavioural influences that arise from the
banks’ lending process at individual level.

The main hypothesis of this research is that the process of lending is influenced by the
manifestation of the behavioural factors at both client’s and bank clerk’s level.

The data collection was made using the observation method.

To identify more exactly these influences | have divided the lifespan of a credit in 2 phases:
the advertising and the granting of credit phase and the implementation, monitoring and recovery
phase.

After identifying the appearance of the behavioural errors some remedies are propounded
that can attenuate these influence. | consider that using some results of the research from the
behavioural finance field in the bank-client relation would have benefic effects for both sides,
contributing also to rebuilding trust in banks.

4th CHAPTER SUMMARY

In this chapter we present our own model of the construction of individual decision in the
financial field that we tested on 803 respondents aged over 18.

To analyse the variables taken into account, the population sample was layered by the place
of residence (5 categories). From the socio-economic point of view, the most relevant categories
for the analysis of these variables were: age, sex, main occupation, and level of studies, level of
monthly income and the place of residence. The data collection was made between November
2014 — February 2015 using face to face interview (646 respondents) and using specialised sites
on the Internet (157 respondents).Taking into consideration that the face to face interviews have
greater advantages regarding the quality and quantity of the collected data, we have mainly
chosen this method applied by experienced operators, collaborators of The Statistics Regional
Departments from Romania.

The questionnaire was built using questions validated by other international studies, but
adapted to the Romanian economic and social environment, to be able to get through a specific
brief of the correct answers — the quality of the individual financial decision, financial
experience, the influence of the behavioural errors, the trust in banks and their own decisions.
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Thus, the questions were grouped in above mentioned chapters, but randomly placed in the
questionnaire. For each chapter was made an analysis of the influence of the economic and social
factors and, in the end, the econometric model was validated taking into account the most
significant variables.

The survey results highlighted the following aspects of the individual decision of the
Romanian population:

The quality of individual banking decision is at a low level, most respondents (18.2%)
getting only 4 points out of a maximum total of 20 that would show its high quality. The age
distribution of respondents show an inverted U shape, with lows occupied by 18-24 years
category and above 60 years category. The maximum quality of decision is made by the
respondents in the age group 35-44 years.

In terms of employment, employers and employees have the highest quality of financial
decision while unemployed, daily employees and individual farmers occupy the last places.

Increased education and higher income leads to a better quality of decision.

The people with residence in bigger towns have higher quality decisions, due to the
concentration of highly educated people in the larger towns and a formal education made
especially to work as resulting from occupational analysis.

The Romanian historical region with the best score was Crisana (7.9 points), followed by
Maramures (7.5 points) and Transylvania (7.1 points) while Dobrogea occupied the last position
with 5.5 points.

Research on financial literacy reveals a low level of financial literacy among the population
of Romania. The questionnaire included three questions about compound interest, inflation and
knowledge of the risk related financial products. Almost a third (27.7%) of the sample did not
answer any questions correctly, while only 11.8% answered all the questions, the largest share of
respondents having only one correct answer: 34 5%.

Most correct answers in the total sample were registered to the question of inflation (60.7%),
followed by compound interest (39.6%) and risk of financial instruments (21.2 %). An
explanation can be given for periods of galloping inflation experienced by current generations
after 1990.

The female population have less knowledge showing higher rates for no correct answer
(28.6% versus 26.4%) and lower than the male population at all correct answers (8.9% versus
15.5%). In terms of age, education and financial literacy occupations have similar distributions
with quality financial decision, otherwise normal.

The highest weight of correct answers is recorded in big cities and Bucharest. Moldova and
Dobrogea most respondents with no correct answer (48% and 41.9%), while the share of
respondents holding Crisana and Maramures with the most correct answers.

Financial experience is low among the population due to the small number of banking
products used. The largest share of respondents (22.17%) achieved only two points out of a
maximum of 9 possible. The female population has distributed more compact between 2 and 5
points, but a weaker position than men to extremes: more answers with zero points and less than
5 points.

Age segments 35-44 and 25-34 showed the biggest financial experience (with an average of
4.29 points or 4.11) while those over 60 years financial experience reduced (2.02 points) due to
lack of financial and banking products are used during the active life.

Employers show the largest financial experience among occupational categories analyzed
while daily employees, the unemployed and retired people occupy the last places.
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Financial experience is positively correlated with education, income and size of place of
residence, their growth leading to an increased financial experience.

Behavioral factors influence is strong over the individual banking decision in Romania,
77% of respondents receiving more than half of the points that would have been obtained in case
of a perfectly rational decision.

The lowest incidence of behavioral factors occurs in the age range 25-34 years, people over
60 are the most vulnerable to errors due to these factors. Employees, students and pupils have the
best control over these factors while day laborers and farmers are the most influential individual.
Studies, income and size of place of residence have a positive influence on awareness behavioral
factors influence.

Analysing the two aspects of trust, we note that both are at a medium level, 44.15% of
respondents believing that financial decisions taken earlier would have been better, and in terms
of confidence in banking institutions, 38.8% gave a neutral response. Those who "rather trust
banks" are 26.9%.

From the point of view of gender and age distributions responds do not differ significantly.
Among occupational categories employers have the highest confidence both in their decisions
and in banking institutions in contradiction to the unemployed who have the lowest levels of
trust both segments.

Educational level increases the confidence in their own decisions, but could not identify a
correlation between it and the level of trust in banks.

People with higher incomes have a greater confidence in their decisions, but the strongest
confidence in banks is among people with incomes between 2000 and 4000 lei. We believe that
this is due to the level of indebtedness and the emergence of negative feelings and experiences
related to banking institutions.

Both confidence in their decisions and in banks recorded the highest level in towns with less
than 50,000 inhabitants.

Although confidence in the quality of decisions is highest, this is not validated by the scores
obtained by the inhabitants of these places in any of the previous categories: quality of decisions,
culture and financial experience, behavioral errors. This leads to the idea that the level of
financial literacy in this category is lower. Our assumption is confirmed by the score of financial
literacy module where 61.8% of respondents smaller towns of 50,000 inhabitants were given one
correct answer from three, and 21.7% did not answer any questions correctly.

In terms of trust in banking institutions in the small towns we consider that it is due to the
confidence in bank staff witch comes from the community. In the case of villages the hypothesis
is not confirmed becouse of the absence or a small number of banks.

Most respondents are confident in their own decisions in Banat with an average of 2.61
points (out of 4 possible) and Muntenia (2.59 points). People in Dobrogea show the slightest
confidence in their decisions (2.13 points). Confidence in banks is manifested stronger in Banat
(2.50 points) and weaker in Crisana (1.71 points).

5th CHAPTER SUMMARY
The fifth chapter presents the main focus of the international organizations, authorities,

non-governmental organisations and the companies from Romania to improve the quality of
individual financial decision.
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Regarding the worries about the people’s capacity to take optimal financial decisions
mostly generated by the financial crisis, there are concerns both at international level (World
Bank, O.E.C.D.) and also at certain countries level to implement national programmes in order to
increase the financial education among people and the access at information.

Starting from the frame established by O.E.C.D. to develop a strategy at national level in the
financial education field, many countries began to implement certain national plans. We will
present the stages of the implementation of these plans starting with the surveys about financial
literacy of the people to establish the necessity of education and to identify some target groups,
finding organisations willing to get involved in this process, a leader and the best ways of
implementing and communication.

Because these programmes cannot guaranty an improvement of the individual decision
making in the financial field, taking into account the fact that not all the people will show
availability to learn, not all have the necessary capacities of understanding and using the
financial terms or mathematical capacities to manage the information, we will also present the
principles of libertarian paternalism.

This concept was introduced by Thaler and Sunstein (2008) to express those actions
performed by the decision architects to influence people’s decision to make their life longer,
healthier and better.

We analyzed the programs developed in Romania to improve the financial literacy of the
population.

In the last section we present actions to improve the quality of the financial decision of the
Romanians, actions structured on the three identified directions that have a significant influence
over it: financial experiences, financial literacy and the awareness of behavioural factors.

Although the level of the correlation coefficients show a more powerful correlation between
the quality of the financial decision and the financial decision (0,4838) than between this and the
financial literacy (0,3633) we think that this situation is owed mostly to the lack of educational
programmes in the past. We consider that information was gathered among adults especially
through previous experiences in using the banking products and services. In conclusion, in order
to improve the individual financial decision we cannot exclude the improvement of financial
literacy as integral part of a national strategy.

The solutions take into account the most stringent necessities resulted from the market
research, the most appropriate methods of dissemination according to the age of the people and
the best moments in the life of a person which would determine an increase interest in
developing the financial education.

FINAL CONCLUSIONS AND RESEARCH LIMITATIONS

In the past years, once with the increase of the complexity of financial products and the
awareness of their risks, it has become obvious the necessity of increasing the decision making
capacity for each person in the financial field.

International organisations like O.E.C.D., European Commission and World Bank being
aware of the impact of the decision making capacity over the financial stability, have become
more active in drawing up programs and guides to establish the level of financial education of
the people from different countries. In this way, over the past years a series of international and
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national actions were started to increase the people’s financial education. However the economic
knowledge is not enough to have optimum individual decisions in the financial field, the human
factor influencing significantly their quality.

We think that the multidisciplinary approach of the architecture of individual decision from
the economic, psychological and neuroscience point of view, may explain more exactly the
individual decision making process and determines the premises to identify the possibilities of
their improving .

Starting from the concepts of behavioural finance which represents basically the inclusion of
psychology in the classical economic theories, we have analysed the degree of influence of the
behavioural factors in the quality of individual decision of the Romanian population regarding
the use of banking products.

Our endeavour assumes the mixing of some economic and psychological elements used by
behavioural finance to analyse the way of constructing the financial decision of the Romanian
consumer of banking products and services. After identifying their level of influence we
propound adequate remedies to improve the decision making capacity of the population in the
banking field. The chosen approach was multidimensional analysing the architecture of the
individual decision in light of financial literacy, financial experience, the influence of
behavioural factors and the trust in their own decisions and in the banking system.

The econometric model built validates the powerful and significant influences of the
financial experience, behavioural factors and the trust in their own decisions regarding the
quality of individual financial decision. The financial literacy and the trust in the banking system
do not appear as variables with a significant influence over the quality of the individual financial
decision.

To test the validity of the model control variables were introduced as level of studies, age
and income. The monthly income is also added as a variable which influences powerful and
positively the quality of the individual financial decision.

Regarding the lack of the financial literacy as a significant variable in the model, we think
that it is due to a specific financial knowledge accumulation in Romania more through financial
experiences as a result of using banking products and services and less through a well defined
educational system.

Thus, to improve the financial literacy of the next generation we suggest its introduction as a
compulsory subject even from middle school and during high school. Among the theoretical
aspects, the syllabus must also include the practical aspects regarding the use of paying methods,
saving, lending and operations security.

To communicate the information to the retired people we think that written messages can be
used under the form of letters or leaflets which include emotional stimuli (personalised letters,
contests with prizes, using colours and self adhesive labels) or informal communication,
especially in the rural area and small towns through informal leaders identified and trained by the
local authorities.

The unemployed and the individual farmers may receive the necessary information as
leaflets or other standard written papers distributed by the institutions they most often come in
contact with (National Employment Agencies or county offices of The Payments and
Intervention Agency for Agriculture).

The population with low income and /or a low level of studies may receive the minimum
financial education using the TV programs under the form of some popular serials. These can
include various financial problems which occur during a life and the proper way of solving them.
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To have a higher impact among adults, the broadcast of financial information should be
structured in that way to catch the important moments from a person’s life which assume a
change of the attitude towards money management.

The financial experiences may be increased among young people by combining the
educational programs with the possibility to use financial products with very low costs or even
zero costs, grouped under the form of an internet banking application.

The compulsoriness to have a current account for paying some financial aids or even wages
can increase the financial experience in using the basis banking products.

The creation of experiences among pensioners, unemployed or other people with low
income may be done using the radio and television. This way discussions may be simulated
between different people and bankers on different topics: saving, lending, and using simple bank
products (current account, cards) or certain special situations like: delayed loan instalments, the
necessity of extra funds etc.

Regarding the awareness of the influence of behavioural factors among people with a high
level of financial literacy this may be done by explaining the various influences and errors they
can determine, simultaneously sustained by interactive applications that can prove them. These
actions can be performed in interactive museums of money that can combine communication
with audio and visual applications.

Concerning the people with a lower level of financial capability we may talk more about a
protection towards the influence of these factors rather than awareness. This can be done
applying the libertarian paternalism principle and the concept of ”nudging”, or the
supplementary regulation of the financial market. Thus, the setting of an implicit option for the
long term saving products or the compulsoriness of the financial institutions to promote some of
the basis lending products (regarding the consumer credit) which later may be “improved” with
various supplementary functions, may be valid options for the people who do not have financial
knowledge.

Possible actions of the supervisory authorities or professional associations would be: to issue
a code of conduct for the entire Romanian banking system, to ensure some common procedures
for all banks regarding the answer to complaints, to inform the clients when signing a contract
about all the recovery processes, permanent training and testing of bankers, brief and clear
presentation of all the risks and functions of each banking product at the moment of selling.

To make a self-critical analysis, this thesis presents advantages but also certain limitations.
The main advantage is the interdisciplinary approach of the architecture of the individual
banking decision regarding saving and borrowing. There are other studies regarding this theme,
but only few deals with the existence of decision making errors due to psychological and
behavioural factors.

Another advantage is the use of experienced operators specialised in data collection for
qualitative research and collaborators of The Statistics Regional Departments from Romania
which determines o superior quality of the collected data and of the obtained results.

The questionnaire construction which is based on questions used at international level,
adapted to the Romanian context, is made to determine the financial literacy and financial
experience.

The limitations of the research may exist both from the environment of analysis, but also
from that of researchers. Thus among the main limitations we may consider:
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- The sampling method chosen was a random method, so within the sample there is a over
representativeness on some historical regions Walachia, Banat, Transylvania and
Dobrogea and a lower representativeness on Oltenia, Crisana, Moldova and Maramures;

- Although the data collection was made by specialised agents (80%), there may appear
limitations from the point of view of the truthfulness of answers or the interpretation of
questions;

- There may exist some subjective interpretations of the author;

- The econometric models have not been sufficiently tested.

Even if these limitations can negatively influence the results of the research we think that
this study may determine a reference point in the development of the research of the individual
decision making process, but also concerning the construction of some educational models in the
financial field. The results of the research regarding the individual decision of saving or
borrowing may be used by:

1. each person at an individual level to become aware of the behavioural influences,
emotions, social factors in their own financial decisions, but also of the importance of
financial literacy and experience in taking some optimal financial decisions for their
future and their families’;

2. banking institutions may use the results of this research to develop different products for
their clients according to their capacity of understanding, the use of behavioural and
emotional aspects to improve the communication with their clients; to train their
employees to have a better relation with the clients taking into account the behavioural
factors;

3. the authorities that are in charge of educating people to implement a national plan for
increasing the quality of the decision making in the financial field on three directions:
the increase of financial experiences, financial literacy and of the awareness of
behavioural factors.

As future research directions may be taken into consideration the behavioural influences
over the insurance decision especially regarding the insurances linked to events in people’s life:
death insurance, private pension system, health insurance, the enumeration not being restrictive.

Another research direction would be the analysis of the psychological factors over the
personal budget management knowing that many Romanians have difficulties in managing their
own income and monthly expenses. Although we are tempted to take into consideration the level
of income as a main cause of these difficulties, the identifying and awareness of some
suboptimal decisions may lead to better budget management.
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