Review of Business and Economics Studies

ORIGINAL PAPER

DOI: 10.26794/2308-944X-2022-10-4-45-54
UDC 330.16(045)
JEL D13, D14, D15

Association between Financial Knowledge,
Financial Attitude and Financial Behaviour
among Young Population in India

SangeetaaA.K.S. Panwarb, P.K. Aggarwalc
acSharda University, Greater Noida, India; bShri Venkateshwara University, Gajraula, Amroha, India

ABSTRACT

The research aims to explore the associations between the determinants of financial literacy among the young
population of Haryana, India. The research methodology included collecting data from 117 respondents through a
well-structured questionnaire and investigating the associations using Chi-square criteria. The results of this research
show a strong association between the determinants of financial literacy (financial knowledge, financial attitude, and
financial behaviour). Among the research limitations are the relatively small sample size and inclusion of only the
rural population of Haryana. This research will help researchers, policymakers and governments to focus on financial
knowledge, financial attitude and financial behaviour as determinants for strengthening financial literacy.
Keywords: financial literacy; financial knowledge; financial attitude; and financial behaviour; determinants
of financial literacy

For citation: Sangeeta, Panwar A. K.S., Aggarwal P.K. Association between financial knowledge, financial
attitude and financial behaviour among young population in India. Review of Business and Economics Studies.
2022;10(4):45-54. DOI: 10.26794/2308-944X-2022-10-4-45-54

OPUTUHANBbHAA CTATbA

icchepgoBaHe B3aMMOCBA3U MexXay
dbnMHaHCOBbIMW 3HAHNAMWU, PUHAHCOBbIM
OTHOLWlEeHneM 1 pUHAHCOBbLIM NOoBeAeHUeM cpeau
Mosioaexum B Hanm

CaHrnta3 A.K.C. NaHBap3, M. K. Arrapsast’
acYHusepcuteT Lapga, bonbwas Honga, NHans; bYHneepcutet LWpu BeHkaTewsapa, Magpkpayn, AMpoxa, MHams

AHHOTALWA

Llenb nccnegoBaHnst - n3y4nTb B3aMMOCBA3N MeXay AeTepMUHaHTaMM (DUHAHCOBOI FPaMOTHOCTU cpean mosoae-
XU WTaTa XapbaHa, VHausa. MeTtogonorms uccnefosaHusa BKAOYasia onpoc 117 pecrnoHAeHToB € NOMOLL b0 XOPOLLO
CTPYKTYPUPOBAHHOW aHKETbl 1 N3yYeHne accoumaupnii ¢ NCnosib30BaHNEM KPUTEPUSt XW-KBagpaT. PesynbTatkl nccnemo-
BaHWs MOKa3bIBaKOT, YTO CYLLECTBYET TECHasi CBA3b MEXAY AETEPMMHAHTaMMN (PMHAHCOBOWM rpamoTHOCTU (ChrHAHCOBbLIMM
3HaHMSMU, (PMHAHCOBLIM OTHOLLEHMEM U (PMHAHCOBbLIM NoBeAeHeM). Cpean orpaHNYeHUin UccnegoBaHNs - OTHOCU-
TeNbHO He6OoNbLUONK pas3mep BbIGOPKU U BKIHOHYEHME TOMLKO CE/IbCKOM0 HaceneHns XapbsiHbl. ITO UCC1eA0BaHME NOMO-
YKET YUYEHbIM, MONNTMKAM U NPaBUTENbCTBEHHLIM OpraHM3aumsM CoCpeaoTOUUTLCA Ha (PMHAHCOBLIX 3HAHWAX, (OUHAH-
COBOM OTHOLLUEHUN 1 (hHAHCOBOM MOBEAEHMWN KaK onpeaensowmx hakTopax noBbILEeHNsT (MHAHCOBOW FPaMOTHOCTU.
KntoueBble c/ioBa: (hMHAHCOBasi rPaMOTHOCTb; (PMHAHCOBbIE 3HAaHWS; (PMHAHCOBOE OTHOLWEHME; (PUHAHCOBOE MO-
BeAeHMNe; AeTepPMMHAHTbl (PMHAHCOBOW FPaMOTHOCTU

Ans umTupoBaHus: CaHruta, MaHeap A. K.C., Arrapsan I. K. iccnegoBaHne B3aMMOCBSA3M MeXAy (PMHaHCOBbI-
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Introduction
Over the past few years, the world economy
has been declining, and the recession has
caused inflation and unemployment. The de-
cline in financial well-being has harmful ef-
fects on mental and physical health. It creates
the problem of stress, anxiety, depression, and
suicide in our society [1]. Financial literacy has
recently become a much-talked-about topic
for the financial empowerment of people and
their lives after the pandemic [2]. After COV-
ID-19, the world economy gets affected, and
everyone suffered a financial crisis [3]. After
the COVID-19 maximum number of people get
unemployed because of the global lockdown
[2]. People who took loans from banks or other
financial institutions fail to pay the equated
monthly installment (EMI) on time because
of a pay cut or unemployment. This situation
creates the problem of family disputes, de-
pression and anxiety [3]. After this pandemic,
financial literacy catches the attention of com-
mon people who are willing to meet their daily
financial needs. Financial literacy strengthens
people’s ability to access financial services,
manage their budgets, and maximize resource
utilization, which encourages economic devel-
opment. Financial literacy increases people’s
confidence and self-control, encouraging their
participation in the formal economic system.
It will contribute to confidence and well-be-
ing. As the literature shows, almost all coun-
tries in the world are dealing with the issue of
financial crises because of a lack of financial
literacy. However, the concept of financial lit-
eracy still needs to be clarified. Different re-
searchers use different definitions of financial
literacy. Financial literacy is explained by At-
kinson [4] as “a combination of understanding,
expertise, ability, attitude and action required
to make sound financial decisions and eventu-
ally achieve individual well-being”. “Financial
literacy is the capacity to make wise decisions
and to make appropriate choices on the use
and managing of capital” [5]. “Financially lit-
erate people make good choices about their fi-
nances and reduce their risk of being deceived
on financial issues” [6]. In previous work on fi-
nancial literacy, researchers focused on various
aspects of financial literacy. Few scholars have
used financial literacy and financial knowledge
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as the same term, while others found financial
knowledge associated with financial literacy.
The Organisation for Economic Co-operation
and Development (OECD) has given a detailed
view of financial literacy. According to the
OECD *“financial literacy is a blend of finan-
cial behaviour, financial conduct and financial
awareness”.1Financial behaviour and finan-
cial literacy both may be affected by financial
knowledge or financial education. Sharma and
Roshan found in their study that financial lit-
eracy has a significant effect on financial well-
being, and financial literacy is the combination
of “financial knowledge, financial behaviour
and financial attitude” [7]. It is, therefore, im-
portant to gain insight into the association be-
tween financial knowledge, financial attitude
and financial behavior among the young gen-
eration.

2. Literature review
Financial literacy has been researched in sev-
eral ways. Government bodies, private or-
ganisations and individuals have undertaken
studies in various countries to check their
countries’ financial literacy levels. “People’s
willingness to process financial information
and make a rational financial saving, capital
accumulation, debt, and pension decisions” [8].
“A combination of awareness, knowledge, skill,
attitude and behavior necessary to make sound
financial decisions and ultimately achieve in-
dividual financial wellbeing” [4]. “Financial lit-
eracy has introduced an implementation layer
enabling individuals to have the capacity and
trust to use financial skills to make financial
choices” [5]. The notion of financial literacy is
still being debated. Financial literacy has nu-
merous interpretations in the present litera-
ture since financial literacy authorities have
given researchers the freedom to express and
assess financial literacy [9]. “Financial litera-
cy, financial behavior and financial awareness
should be seen interchangeably” [10, 11]. Most
of the research used an objective evaluation
method to assess individual financial literacy.

10rganisation for Economic and Cooperation and Develop-
ment. Measuring financial literacy: questionnaire and guid-
ance notes for conducting an internationally comparable
survey of financial literacy. 2011. URL: https://www.oecd.org/
finance/financial-education/49319977.pdf
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Fig. 1. Conceptual model

Source: developed by the authors.

Various researchers used objective tests differ-
ently to assess the individual’s financial litera-
cy. Bhushan and Medury [12] measure financial
literacy by asking objective questions about
“income, savings, investment, budget manage-
ment and credit management”. Fessler et al.
[13] use “time value of money, risk and return,
interest, diversification and inflation” to test
financial literacy. The previous study result
shows a low level of financial literacy among
the low-income group, females, students, less
educated, less income group and minorities 2
[10, 14, 15]. In reviewing the literature, it can
be said that, in most research on assessing lit-
eracy among the population, researchers con-
sider only one dimension of financial literacy,
i.e., financial knowledge. Other aspects, such
as financial attitudes and financial behavior,
have been considered only in a few research
pieces. The concept of financial literacy is dif-
ferent from person to person. In India, govern-
ments, the Reserve Bank of India, non-gov-
ernmental organizations (NGOs) and financial
institutions are taking numerous steps to in-
crease awareness. Financial literacy centres
(FLCs) play an essential role in creating aware-
ness to improve financial literacy. FLCs organ-
ized regular camps in rural Haryana to spread
awareness among women, children, farmers,
low-income groups, etc. Research in India’s
Haryana state aims to examine the relation-
ship between “financial knowledge”, “financial
attitude” and “financial behaviour” among the
country’s young population (Fig. 1).

2The National Institute of Securities Markets (NISM). 2014. Fi-
nancial Literacy and Inclusion in India: Final Report —India.

In light of the prior research, we developed
the following hypotheses.

2.1. Financial Knowledge and Financial
Behaviour
A person with a basic understanding of finan-
cial concepts and financial products is consid-
ered financially literate. According to OECD,
one of the most important factors in financial
literacy is financial knowledge. Huston identi-
fied four critical elements of financial literacy
after evaluating more than 71 studies [5]. All
aspects of money, including saving, investing,
and borrowing, are explored. One of the five fi-
nancial concepts included by the OECD is the
notion of the time value of money, which ex-
plains how inflation affects investments and
prices. According to Gerrans and Heaney, fi-
nancial literacy has an impact on both finan-
cial behaviour and financial well-being in the
long run [16]. It has been hypothesized that
knowledge of personal finance, saving, loans,
investment, and insurance are all indicators of
financial literacy and are associated with finan-
cial behaviour. In light of the previous objective
and prior research, we developed the following
hypotheses:

HO: Financial knowledge has no significant
association with financial behavior.

Ht: Financial knowledge has a significant as-
sociation with financial behavior.

2.2. Financial attitude and financial
knowledge

Generally speaking, a financial attitude is de-
scribed as a personal tilt toward financial prod-
ucts, which can only be achieved when people
have a favourable attitude toward the financial
product and help to build a positive attitude
toward the financial product. Financial literacy
is critical in today’s society. According to Chi-
jwani’s [17] findings, cultivating positive finan-
cial attitudes among the majority of the rural
population should be emphasized to achieve
high financial literacy. Only then will any fi-
nancial education program be able to give
meaningful benefits to its participants. Ajzen
[18] has demonstrated that decision-actions
have an impact on their financial attitudes
and that their perceptions of the economy
and non-economic factors will enhance their
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opinions. Ibrahim and Algaydi concluded that
financial education can help people modify
their personal financial views and minimise
their reliance on credit cards even further [19].
Financial attitudes and financial behaviour
variables have been shown to have a favour-
able impact on financial literacy and financial
well-being [20]. Financial attitudes, in addition
to financial behaviour, can have an impact on
one’s financial well-being. In the study by Ibra-
him and Alqaydi [19], researchers discovered
that those who had a good financial attitude
borrowed less money from banks and credit
cards. According to Sohn et al., the financial
socialization agent, financial attitude, and fi-
nancial literacy all have a favourable impact on
financial literacy levels [21]. Ultimately, Haque
and Hamdan concluded that a positive finan-
cial attitude and financial literacy are benefi-
cial to women’s financial well-being and em-
powerment [22, 23]. The following hypothesis
has been formulated in light of the aforemen-
tioned literacy and for the aim of this study:
recording income and expenditure according
to the budget you created, setting aside money
every month for the future, and paying off all
of your debts every month are all indicators of
a positive financial attitude.

HO: Financial attitude has no significant as-
sociation with financial knowledge.

H2 There is a significant association between
financial attitude and financial knowledge.

2.3. Financial behavior and financial
attitude

People’s actual financial decisions in the fi-
nancial market are referred to as financial be-
haviour, and they are linked to their levels of
savings, debt, and expenditure. Researchers
discovered that realistic financial attitudes,
such as effective budget preparation and finan-
cial stability, help people improve their finan-
cial literacy [4]. Conversely, people with nega-
tive financial attitudes, such as reliance on
loans and credit, harm their finances. Finan-
cial literacy and financial attitude can lead to
positive financial behaviour, according to Taft
et al. [1], who concluded that it is necessary to
consider the impact of financial literacy on fi-
nancial behaviour. According to the findings of
this study, financial literacy aids in the modi-
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fication of behaviour and the improvement of
decision-making abilities as well as the im-
provement of living standards. According to
Morgan and Trinh [24], financial behaviour is
extremely important and is a key component
of financial literacy. According to Mokhtar and
Rahim [25], the work environment, financial
stress, locus of control, and financial behav-
iour are all strongly associated with financial
well-being. Aside from that, financial stress
was found to be the most significant factor in-
fluencing financial well-being, followed by the
workplace environment. In light of previous
research, the following hypotheses has been
developed and is currently being tested.

HO: Financial behavior is not significantly as-
sociated with financial attitude.

H3 Financial behavior is significantly associ-
ated with financial attitude.

3. Research methodology

3.1. Sampling technique and sample size
The demographic area of interest in this study
was the Ambala district of Haryana. Three pro-
fessors from different disciplines at Sharda
University in Greater Noida, India, approved
a self-administered questionnaire. Data were
collected both online and offline. Due to time
constraints, only 117 people were chosen for
this study. This research employed probability
sampling.

3.2. Instrumentation

Computers were used to analyze nearly all data
gathered via a self-administered survey. There
were two sections in the survey. There were
guestions on demographics in the first segment,
and there were questions on independent and
dependent variables in the second. The ques-
tions were formulated with the help of previous
research and OECD, and customized according
to the demand of this research paper. In this
study, 30 questions were asked to measure fi-
nancial knowledge and understanding, ten ques-
tions connected to financial attitude and ten
guestions linked to financial behaviour. After
factor analysis, a few questions from financial
knowledge, financial attitude, and financial be-
haviour were deleted because their loading was
less than 0.50. A 5-point Likert scale was used to
collect data in this study.

rbes.fa.ru
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Table 1

Demographic and socioeconomic details of the respondents

Frequency Percent
Male 51.00 43.59
Gender of respondent
Female 66.00 56.41
Married 61.00 52.14
Marital status of respondent
Unmarried 56.00 47.86
School level 6.00 513
Graduate 35.00 2991
Qualification of respondent Masters 36.00 30.77
Professional 38.00 3248
Illiterate/uneducated 2.00 171
Business/Professionals 7.00 5.98
Salaried Employee 72.00 61.54
Occupation of the Students 14.00 11.97
respondent
Farming 2.00 171
Not Working 22.00 18.80
Up to INR 20,000 21.00 17.95
INR 20,001-INR 40,000 33.00 28.21
Monthly family income INR 40,001- INR 60,000 21.00 17.95
INR 60,001- INR 80,000 23.00 19.66
Above INR 80,000 19.00 16.24
Joint family 63.00 53.85
Type of respondent family
Nuclear family 54.00 46.15

Source: compiled by the author.

3.3. Demographic and socioeconomic
characteristics

The sample was collected from the Haryana
state in India. Haryana is a state in northern
India with 22 districts, and it is the seventeenth
most crowded state with a land area of 17,070
square miles (total of 44,212 square miles),
with a population of 27.39 million in 2021. Ta-
ble 1 and Fig. 2 show the characteristics of the
sample used for the analysis. Of all respond-
ents, 56% were female, and 44% were male. In
the sample, there is no significant difference
in the marital status of males and females, i.e.,
52% are married, and 48% are unmarried. In
the sample, most respondents were graduates,
masters and professionals, with 30%, 31% and

32%, respectively; 5.13% those who studied at
school level and 1.71% were illiterate. The sam-
ple consists of 28% of respondents who earn
between 20,001-40,000 p.m ., 18% earn 20,000
pm, 18% earn 40,001-60,000; 20% of the re-
spondent earn 60,001-80,000, and 16% earns
above 80,000. The sample consisted of 6% of
respondents working as professionals, 62% of
the respondents as salaried people, 12% still
studying, 2% were farmers and 19% were un-
employed. Finally, the sample consisted of 54%
of the respondents from the joint families and
the rest, 46% from the nuclear families.

The questionnaire was prepared with extreme
seriousness, including all the relevant details,
using detailed questions, attitude rating ques-
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Percentage of Demographic and Socio-Economic Variables
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Fig. 2. Demographic profile of samples

Source: compiled by the author.

tions, as well as behaviour-related questions and or her knowledge and abilities to make appro-
responses, which were analyzed on the 5-point priate financial decisions to effectively manage
Likert scale. The questionnaire was sent to more one’s financial resources. The chi-square test
than 400 people, but only 117 showed inter- has been applied to test the null hypothesis.
est in filling it out; out of the total 56% were Table 3 indicates p value = 0.00 < 0.01 = alpha
female and 44% were male. The reliability of level of significance, the result fails to accept
the question was tested by Cronbach’s alpha the null hypothesis HO2. Hence at a 1% confi-
through SPSS. Thirty questions were asked re- dence level, there is a significant association
lated to banking, saving, investment, insurance, between financial attitude and financial knowl-
taxes, risks, etc. to check financial knowledge edge. It was concluded that financial educated
and Cronbach Alpha is 0.952, Cronbach Alpha has a financial attitude and financial attitude,
for 10 questions of financial attitude is 0.825 and  financial education is very important. So, gov-
for 10 questions of financial behavior is 0.708 ernment and other financial institutions should

(Table 2). focus more on educating people related to fi-
Chi-square was used to study the association nancial products.
between financial knowledge, financial attitudes Association between financial attitude

and financial behaviour. Under this study, data (FA) and financial behaviour (FB). The re-
fulfilled all the conditions of chi-square only. In  searchers concluded that the emphasis should
this study, data was collected on 5 points Likert be on creating good financial attitudes among
scale. Then after it was treated as the ordinal the residents of the country to promote finan-
scale considered [26] and for calculating the av- cial literacy among successive generations [27].
erage, the median was used instead ofthe mean Ajzen [18] noted that financial attitudes are the
because the mean does not make any sense [26]. expression of behaviour in decision-making and
that their economic and non-economic values

Results and discussion can be reflected in their attitude. Chi-square
Association between financial knowledge was computed to test the developed hypotheses.
and financial attitude. Financial literacy is Table 4 indicates p value = 0.00 < 0.01 = alpha
described as an individual’s capacity to use his level of significance, the result fails to accept the
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Table 2
Reliability statistics
Variables No of Questions Cronbach Alpha
Financial Knowledge 30 0.952
Financial Attitude 10 0.825
Financial Behaviour 10 0.920
Source: compiled by the author.
Table 3
Association between financial attitude andfinancial knowledge
Value df A(s%/_rzip:j.ezi)g )
Pearson Chi-Square 1.149E2* 48 0
Likelihood Ratio 104.497 48 0
Linear-by-Linear Association 0.248 1 0.618
No of Valid Cases 117
Source: compiled by the author.
*156 cells (88.9%) have an expected count of less than 5 The minimum expected count is 0.03.
Table 4
Association between financial attitude andfinancial behaviour
Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 77.470* 36 0
Likelihood Ratio 71.316 36 0
Linear-by-Linear Association 0.001 1 0.978
No of Valid Cases 117
Source: ramp”ed by the author.
*42 cells (85.7%) have an expected count less than 5. The minimum expected count is 0.05.
Table 5
Association between financial knowledge and financial behaviour
Value df Asymp. Sig. (2-sided)
Pearson Chi-Square 1.242E2* 48 0
Likelihood Ratio 108.274 48 0
Linear-by-Linear Association 10.648 1 0.001
No of Valid Cases 117
Source: ramp”ed by the author.
*58 cells (92.1%) have an expected count of less than 5 The minimum expected count is 0.02.
null hypothesis HO1. Hence at a 1% confidence Human behaviour involved in financial deci-

level, there is a significant association between sion-making and money management, such as
financial attitude and financial behaviour among the construction and supervision of an adequate
the young population. spending programme, the rapid paying of bills

51



Review of Business and Economics Studies

and the daily saving nature, is known as financial
behaviour [27, 28]. According to Atkinson and
Messy [4], the constructive financial behaviour
of individuals, such as proper spending prepara-
tion and sound financial stability, improve the
level of financial literacy In contrast, negative
financial behaviour, such as credit and lend-
ing, weakens their financial well-being. Thus,
it becomes important to check the association
between financial knowledge and financial be-
haviour. Table 5 p value = 0.00 < 0.01 = alpha
level of significance, the result fails to accept the
null hypothesis HO1. Hence at a 1% confidence
level, there is a significant association between
financial knowledge and financial behaviour.

Findings and conclusion
The main objective of this research is to find
the association between financial attitude and
financial behaviour among the rural population
of Haryana because the financial literacy level
in Haryana, India, is very high. From the above
result, it was concluded that:

1. At 1% confidence level, there is a significant
association between financial knowledge and
financial attitude.

2. At 1% confidence level, there is a significant
association between financial knowledge and
financial behaviour.

3. At 1% confidence level, there is a signifi-
cant association between financial attitude and
financial behaviour.

Hence, there is an association between finan-
cial knowledge, financial attitude and financial
behaviour among the young population in ru-
ral Haryana, India. So, an increase in financial
knowledge is not sufficient, positive change in
attitude and behaviour is equally important to

improve the well-being of an individual. The
main implication of this study is to develop a
sound educational system and a financial lit-
eracy centre. And with an increase in financial
knowledge, financial institutions, government,
and NGOs should focus on change in the finan-
cial attitude and financial behaviour toward the
financial product, services, budgeting, etc.

Limitations of the study. The current analy-
sis is not without constraints. The first limitation,
this study was conducted through online forms
only. Secondly, the study includes only the rural
young population of Haryana, India. The third —
sample size was relatively small.

Practical implications. Most researchers took
demographic and socio-economic factors as a
determinant of financial literacy and took the fi-
nancial attitude, financial behaviour and financial
knowledge as a dimension of financial study. This
research will help the researchers to focus more
on these determinants for strengthening financial
literacy and financial wellbeing. After covid-19,
the concept of financial literacy should be more
in focus because people need to understand that
the future is uncertain and anything can happen.
So, an individual must have full financial knowl-
edge, a positive financial attitude, and financial
behaviour. So, banks and financial institutions,
financial literacy centres and government should
focus not only on financial knowledge but should
also try to organize the camps to positively change
the attitude and behaviour of an individual.

Future scope. The researchers can take larger
samples to remove the above limitations and con-
sider other essential determinates, and check the
association between family financial socialisation,
financial socialisation agents, family income and
financial wellbeing.
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