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Nontraditional Workers Exhibit High Levels of
Financial Literacy

Yet half are worried they will run out of money in retirement

Overview

Financial literacy and financial education can help increase retirement security by giving workers the resources
they need to make informed investment choices and maximize their returns.! But for nontraditional workers
(sometimes known as contingent, gig, or independent workers)—a group for whom retirement savings is low
compared with traditional workers—much less is known about the relationship between financial literacy and

retirement security.?

Nontraditional workers don't fall into simple categories. They may work as sole proprietors, freelancers, or
seasonal workers, for a temporary help agency or contract firm, or they may sell goods or services online.
Researchers have provided a wide range of estimates of the nontraditional workforce, from 3.8% to as much as
40.4% of America's total workforce, using varying definitions of nontraditional work and different data sets.?

To understand whether higher financial literacy is associated with increased rates of planning and saving among
nontraditional workers, among other issues, The Pew Charitable Trusts in June 2020 surveyed 1,000 workers
who said they did nontraditional work as their only job(s) or in combination with a traditional job. The survey
included questions to assess nontraditional workers' financial knowledge and retirement confidence. In addition,
Pew researchers compared survey results with the financial literacy questions the research institution NORC at
the University of Chicago asks of participants in the general population.



Key findings
» Relative to the general population, nontraditional workers exhibit higher levels of financial literacy.

° More nontraditional workers than the general population correctly answered three key questions for
assessing financial literacy.

° The higher level of financial literacy is likely due to the demographic makeup of the nontraditional
workforce, many of whom are male, White, and have more education and sometimes higher
household incomes than the population at large—characteristics that are often linked to better
performance on financial literacy assessments.*

¢ About half of nontraditional workers answered all three questions correctly.

° Roughly 4 out of 5 nontraditional workers correctly answered questions about compound interest
and company stocks (i.e., portfolio diversification), and 7 in 10 correctly answered a question about
inflation’s effects.

« Financial literacy is linked to positive behaviors such as assessing one's retirement needs and confidence
about one's ability to set a financial goal and then achieve it.

° For example, just 1.7% of nontraditional workers who were unable to answer any of the financial
literacy questions had made a plan for their retirement savings and expenses, compared with 70.5% of
those who answered all three correctly.

« Nontraditional workers lack confidence about their retirement, raising concerns about the ability of
nontraditional workers to achieve retirement security.

° 54.5% of nontraditional workers are worried they will run out of money in retirement, and of those
who felt comfortable assessing their retirement prospects, 47.7% are not confident they will have a
comfortable retirement.

¢ The disconnect between relatively high financial literacy and concerns about retirement may stem from
several factors, including nontraditional workers’ lack of financial planning, low levels of access to retirement
savings plans,® and often their relatively young age.®

° A little more than half of nontraditional workers have never tried to figure out their retirement needs.

° Just 21.9% of nontraditional workers participated in a workplace defined contribution (DC) plan during
the year leading up to the survey.”

This report is one of a series using Pew's survey of nontraditional workers to examine their retirement security.
Previously published reports have examined nontraditional workers' access to workplace retirement plans,® the
barriers and obstacles nontraditional workers face in saving for retirement,® their retirement savings balances at
work and in individual retirement accounts (IRAs),"° and nontraditional work during the pandemic.” A subsequent
report will explore survey results to look at which types of retirement savings programs appeal to different groups
of nontraditional workers."

Financial literacy and knowledge among nontraditional workers

“Financial literacy” is an umbrella term that covers knowledge on concepts such as household budgeting,
managing debt, evaluating different investment alternatives, and the importance of starting to invest early. These
skills often require a working knowledge of interest, inflation, and other concepts. The ability to understand and



demonstrate simple financial skills may be helpful for reaching financial goals, although it is not clear whether
financial literacy improves outcomes such as starting to save in line with sound financial principles, whether
outcomes improve financial literacy, or both.

Pew asked nontraditional workers the “big three"” financial literacy questions.” First, the group was asked whether
a $100 savings account earning interest of 2% per year would, after five years, have a balance of more, less, or
exactly $102. A second question asked respondents whether a combination of 1% interest and 2% inflation would,
after a year, allow a saver to buy more, less, or the same amount. The third question asked whether buying a single
company stock was safer than a stock mutual fund.

While roughly four-fifths of nontraditional workers correctly answered the questions about compound interest
(81.6%) and company stock (82.4%), fewer (73.1%) gave the right answer to the question about inflation. (See
Figure 1.) Answering the questions correctly was associated with being White, male, and having more education
and a higher income. (See Appendix A.)

Nontraditional workers performed better on these measures than the population at large, when compared with the
Financial Industry Regulatory Authority’s (FINRA).™ The NFCS offers good comparison points because it asked the
U.S. adult population the same financial literacy questions.”®

Figure 1

Nontraditional Workers Perform Better Than Other U.S. Adults on
Financial Literacy Questions
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Other surveys of financial literacy among the general population suggest that differences with nontraditional
workers may be smaller, however, or that the gaps may even favor traditional workers. For example, researchers
using the Rand Corp.'s American Life Panel of the general population in 2018 reported correct response rates of
76% for the inflation question, 86% for the compound interest question, and 62% for the portfolio diversification
question.” Other researchers, using an earlier iteration of the American Life Panel, reported correct response
rates of 91.4% for the inflation question, 75.7% for the compound interest question, and 80.2% for the portfolio
diversification question.”

Half (51.9%) of nontraditional workers in Pew's survey answered all three financial literacy questions correctly,
another quarter (26.8%) got two questions correct, 16.5% got one question correct, and 4.7% got no answers
correct (not shown). The 2018 NFCS found that just 30% of individuals answered all three questions correctly.”®

There are several potential reasons why nontraditional workers performed better on financial literacy questions
than Americans as a whole. First, researchers have found that success in answering financial literacy questions
increases with education, household income, being male, and age.”” And nontraditional workers, too, are more
likely than the general population to be highly educated, older, to have higher household incomes, and to be male.
Pew did not survey traditional workers, but other surveys can offer suggestive (although not direct or statistically
confirmed) comparisons. For example, Pew's survey of nontraditional workers showed that 54% are male,?°

but the population in the 2018 NFCS was 49% male.?' Education is another differentiating factor: Pew's survey
found that 23% of nontraditional workers have a bachelor's degree and 16% have a graduate degree,?> compared
with 18% and 11%, respectively, in the general population.Z® Nontraditional workers also have higher household
incomes than other workers: 58% of nontraditional workers have household incomes of $50,000 or more,?*
compared with 51% in the general population studied in the NFCS.?> Nontraditional workers tend to be younger
than the U.S. population on average, however. (For more details, see Appendix B.)

Another reason nontraditional workers might perform better on financial literacy questions than other Americans
is that Pew's survey selected workers who were in the workforce at the time of the survey, or who had done
nontraditional work in the 12 months before the survey. As discussed below, more workers who had access to

a workplace retirement plan (52.0%) had tried to figure out their retirement needs than workers who had no
access (33.2%). The NFCS, by contrast, encompasses all American adults, including those who may have been
out of the workforce for some time and those who were never in it.%

Financial self-assessments

The Pew survey asked nontraditional workers to rate themselves on their ability to work with percentages and
to calculate a 15% tip. They were also asked about their confidence in achieving a financial goal they set for
themselves. Research has found that individuals often overestimate their financial knowledge, and their self-
reports don't always correlate strongly with their financial decisions. Still, some evidence suggests that self-
reported financial confidence and financial literacy tests predict retirement planning and saving, among other
financial behaviors.?’

While 38.9% said their skills with calculating percentages were either good or extremely good, 61.3% said they
were good or extremely good at calculating a 15% tip. (See Figure 2.) When it came to self-assessed ability to
work with percentages and calculate tips, men rated themselves more highly than women, and White people
rated themselves more highly than people who aren't White. Educational attainment and age were also factors in
self-assessments, with confidence increasing with more education and being age 50 or older.?®



Figure 2
Workers Say They’re Adept at Determining Percentages
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Two-thirds (65.7%) of nontraditional workers said that if they set a financial goal for themselves, they were
somewhat or very confident in their ability to achieve it. (See Figure 3.) However, a majority of nontraditional
workers have never tried to figure out their retirement needs.

Figure 3
Confidence in Achieving a Financial Goal Remains High
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Financial literacy, retirement planning, and retirement
confidence

To understand retirement planning among nontraditional workers, Pew asked whether they had ever tried to
figure out how much they'd need to save for retirement. A roughly similar proportion of nontraditional workers
said they had ever tried to figure out their retirement needs (37.6%) compared with the general population
survey by the NFCS (40.7%). (See Figure 4.) This means, however, that more than half of nontraditional workers
have either never tried to figure out their retirement needs (55.7%) or said they didn't know whether they had
tried (6.2%, not shown). Retirement planning was more prevalent among nontraditional workers who were
White, had more education and higher household incomes, and were age 50 and older.?°

Financial literacy is strongly linked to positive behaviors such as trying to figure out retirement needs and
confidence in one's ability to set a financial goal and then achieve it, although the direction of causality is not
clear. Just 1.7% of nontraditional workers who were unable to answer any of the financial literacy questions had
planned for retirement, compared with 70.5% of those who answered all three correctly. Causality is not clear,
however: Although financial literacy may lead to retirement planning, it is also possible that those who have done
some retirement planning may become more financially literate.

Pew also asked workers two questions concerning their perceptions of their retirement. The first question

asked whether they agreed with the statement, “I worry about running out of money in retirement.” The second
question asked, "How confident are you that you will have a comfortable retirement?” Respondents answered
on a scale; the figures below combine answers of “agree” and “somewhat agree.” Relative to the general
American population in the NFCS (50.6%), slightly more nontraditional workers were worried about running
out of money in retirement (54.5%).3° And 47.7% of nontraditional workers are concerned that they will not
have a comfortable retirement. Nontraditional workers with more education were more confident about having a
comfortable retirement.



Figure 4

Half of Nontraditional Workers Are Not Confident Their Retirement
Will Be Comfortable
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Nontraditional workers who have done some retirement planning seem more optimistic about their retirement
prospects. Among those who had tried to figure out their retirement needs, 30.4% were not worried about
running out of money in retirement, 15.7% were unsure, and 53.9% were worried. Those who hadn't tried to

figure out their retirement needs were more unsure: 19.8% weren't worried, 23.8% were unsure, and 56.4% said
they were worried. In terms of their confidence in having a comfortable retirement, having planned for retirement
again made a positive difference. Among those who had planned, 63.6% were very or somewhat confident, but by
comparison, among those who had not done any retirement planning, 35.6% were very or somewhat confident.

Notably, women were much more concerned than men about running out of money in retirement, and about not
having a comfortable retirement. Nearly 60% (58.6%) of men thought they would have a comfortable retirement,
compared with only 44.4% of women. Other research has shown that women older than 65 are in fact more likely
to live in poverty (11%) compared with men in the same age bracket (8%), for several reasons: During their work
years, women earn 82% of what men earn; they often take time away from the workforce to care for children or
parents; and they live three years longer than men, on average.

Access to a workplace retirement plan was also linked to financial planning. More workers who had access to a
workplace retirement plan (52.0%) had tried to figure out their retirement needs than workers who had no
access (33.2%).



Implications and conclusion

Nontraditional workers are more adept at financial literacy than the general population, as shown in nontraditional
workers' higher rates of correct responses to questions involving interest, inflation, and portfolio diversification. This may
be, in part, because nontraditional workers tend to be male, more educated, and have higher household incomes than
other American workers—characteristics that are associated with financial literacy.

But nontraditional workers worry more than Americans in general that they will run out of money in retirement, and half
are not confident their retirement will be comfortable. This may stem in part from the fact that nontraditional workers'
lack of access to a workplace plan is their most significant barrier to retirement savings, as shown in earlier Pew research.
Less than half (46.3%) of nontraditional workers had a job or an employer during the previous year that offered a defined
benefit (DB) or defined contribution (DC) retirement plan, and only 21.9% of all nontraditional workers participated in a
workplace DC plan during the year leading up to the survey.3 Moreover, 45.6% of nontraditional workers said they had no
other savings or investments—such as an IRA, mutual fund, brokerage account, or bank account—for retirement or any
other purpose.®® Although nontraditional workers' financial literacy may make their low access to workplace retirement
plans more salient to them, it unfortunately does not solve the access problem.

Increasing retirement savings opportunities for nontraditional workers can help them prepare for retirement and allay

the concerns that many have. Other work by Pew has shown that the use of more sophisticated planning tools such as
online retirement savings calculators—which can help workers understand how much they need to save for retirement—
increases with access to a retirement plan. Because nontraditional work takes many different forms, and often does

not come with a workplace plan, multiple, innovative savings solutions will likely be needed. State-facilitated auto-IRA
programs, which enroll private sector workers in a savings plan when they do not have a workplace plan, are one potential
solution that could be adapted to reach nontraditional workers. Other possible approaches include encouraging savings
through the tax system or through a financial institution; better access to objective fiduciary advisers and financial
planning tools; and financial technology (“fintech”) apps that help automate retirement savings transactions.

Methodology

The Pew Charitable Trusts hired NORC at the University of Chicago to survey nontraditional workers to better understand
their access to retirement savings plans through work or outside of work. The sample was drawn from NORC's nationally
representative AmeriSpeak Panel. The survey was fielded online and by telephone, in English and Spanish, from June 4,
2020, to July 1, 2020. The survey obtained 1,026 qualified interviews from individuals ages 18 and over who worked in
nontraditional jobs (also referred to as contingent, gig, nonstandard, or independent jobs). Quotas were used to ensure
enough survey completes for three subtargets: workers with a single nontraditional job, workers with a mix of traditional
and nontraditional jobs, and workers with multiple nontraditional jobs (but no traditional job). Survey results were
weighted to reflect the selection probabilities of the panel members as well as weighting adjustments to ensure that the
weighted panel represents the U.S. household population. The study sample supports proportion estimates with a margin
of error no greater than 4.26 percentage points.

For more information on methods, see the survey Methodology statement® and Topline Results.3®

Appendix A
Determinants of success on financial literacy questions

Nontraditional workers who were White, male, and had more education and higher household incomes scored better on
the measures of financial literacy and retirement planning and confidence. All results are highly statistically significant (p <
0.05) except as noted with “(a)". Age was not associated with success on the financial literacy questions.
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Table A.1

Pew Survey Results: Correct Answers to Financial Literacy Questions
by Demographic Categories

Calculate 2% {;\ft.er 1year of Buying a single
. 1% interest and company stock
interest on $100 2% inflati ‘< safer th
over 5 years 6 inflation you is safer than a
could buy... mutual fund
All 81.6% 731% 82.4%

Men 87.6% 81.3% 83.5%
Women 74.7% 63.6% 81.1% (a)
White non-Hispanic 85.8% 79.4% 83.6%
Black non-Hispanic 64.4% 57.6% 69.5%
Hispanic 74.5% 60.6% 81.5%

High school or less 71.5% 54.8% 73.6%
Some college 78.3% 711% 82.2%
Bachelor's degree 92.0% 86.2% 85.0%
Graduate degree (MA, MS, PhD, etc.) 92.3% 90.7% 94.3%

Household income

Less than $15,000 74.4% 60.3% 78.1%
$15,000-$24,999 69.5% 51.0% 67.2%
$25,000-$34,999 73.2% 59.4% 69.9%
$35,000-$49,999 781% 58.6% 779%
$50,000-$74,999 82.0% 781% 89.0%
$75,000-$99,999 86.1% 86.5% 86.5%
$100,000-$149,999 92.2% 87.3% 88.1%
More than $150,000 92.3% 90.7% 90.7%

(a) = Not statistically significant

Appendix B
Demographics of nontraditional workers compared with the U.S. population

Nontraditional workers are more likely than the U.S. population to be male, highly educated, Hispanic, and to have
high household incomes. They are younger than the U.S. population, however, and Hispanics are overrepresented
among nontraditional workers relative to their share of the population as a whole.



Table B.1

Comparison of Nontraditional Workers’ Demographic Characteristics
With the U.S. Population

Nontraditional workers U.S. population
(Pew survey) (NFCS)
Male 54.0% 48.7%
Female 46.0% 51.3%

Race/ethnicity

White non-Hispanic 59.7% 63.6%
Black non-Hispanic 12.3% 12.0%
Hispanic 19.3% 16.0%
Asian, Other & two or more ethnicities 8.7% 8.5%

High school or less 35.9% 31.2%

Some college 25.0% 39.4%

Bachelor's degree 22.9% 18.3%

Graduate degree (MA, MS, PhD, etc.) 16.3% 1M.1%
Age

Age 50 or over 36.1% 45.3%

Household income

Less than $15,000 11.0% 12.5%
$15,000-$24,999 10.4% 10.9%
$25,000-$34,999 8.5% 1.1%
$35,000-$49,999 12.6% 14.5%
$50,000-$74,999 20.2% 19.0%
$75,000-$99,999 14.5% 13.7%
$100,000-$149,999 14.4% 12.0%
More than $150,000 8.4% 6.3%

Notes: Demographic data on nontraditional workers' gender, race and ethnicity, education, and age are from The Pew
Charitable Trusts, “Nontraditional Workers Lack Access to Workplace Retirement Options” (2021), https:./www.pewtrusts.
org/en/research-and-analysis/issue-briefs/2021/10/nontraditional-workers-lack-access-to-workplace-retirement-options.
Data on nontraditional workers’ income was produced for this report to align with NFCS categories. Demographic data from
FINRA's National Financial Capability Study is from FINRA Investor Education Foundation, “National Financial Capability
Study, 2018" (2019), https://www.usfinancialcapability.org/about.php.
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