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Abstract : The purpose of the study was twofold: to examine the relationship between financial literacy
and demographic and other socioeconomic factors of a sample of undergraduate students; and to
evaluate how undergraduate students’ financial knowledge correlate with their attitude and behavior
towards personal finance issues. A structured questionnaire was used to collect data and logistic
regression and Chi-Square statistical procedures were employed to analyse the data using the Statistical
Package for Social Scientists (SPSS) software. Overall, this pilot study reveals that Bachelor of
Commerce(Accounting) students at the University of Venda are not as financially literate as expected,
confirming the findings of similar studies conducted on South African university students (Kotzé and
Smidt, 2008). There is therefore the necessity to review the academic curriculum in the Bachelor of
Commerce programme to include money management course. Furthermore, with more South African
university students likely to depend on bank loans to finance their education, it is recommended that
financial literacy be made a compulsory course in all undergraduate programmes in South African
universities.
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1. Introduction

Financial literacy is a crucial factor affecting individuals, households, financial institutions and the
broader economy. Financial illiteracy has been cited by many commentators as a major reason for falling
saving rates (Hilgert, Hogarth and Beverly, 2003), mounting consumer debt (Stango and Zinman, 2007),
inadequate planning for retirement (Lusardi and Mitchell, 2006, 2007a), basis for divorce, poor mental
health and a variety of other negative and unhappy experiences (Kinnunen and Pulkkinen, 1998; Cleek
and Pearson, 1995), the cause of emotional stress, depression and lower self-esteem (Wolcott and
Hughes, 1999). Researchers generally agree that financial knowledge appears to be directly correlated
with self-beneficial financial behaviour (Hilgert, Hogarth, & Beverly, 2003). For example, Perry and
Morris (2005) found that financially literate individuals are more inclined to budget, save and plan for the
future. Chang and Hanna (1992) reported that individuals with high levels of financial knowledge make
more efficient decisions when compared with those possessing low levels of financial literacy. Finally,
Kinsey and McAlister (1981) found a positive association between financial literacy and level of income
and education. These indicators have prompted governments worldwide including Australia, Japan,
Canada, US, and the UK to raise the level of financial literacy through purposive educational programmes.
Recent researches have shown that financial literacy levels in developing countries are quite low. For
example, DFID (2008) (cited in Njuguna, 2011) study reveals that only half of the adult population knew
how to use financial products. The study also found that in 7 African countries about a third (29%) of
adults had a bank account and that approximately 50% used no financial products whatsoever.

In South Africa, several financial literacy initiatives by government, private sector and Non-governmental
organizations (e.g. Banking on our future (BOOF); Financial Services Board; VISA, Old Mutual, South
African Insurance Association; and Life Officers Association, among others) have been implemented with
the primary objective of educating and empowering the populace to become responsible and competent
market consumers. However, empirical studies have revealed that the level of financial literacy is
alarmingly low, especially among the adult population (FinMark Trust, 2004; Van Nieuwenhuyzen, 2009).
For example, Godfrey (2006) found that nearly 60% of respondents do not understand the term ‘interest’.
Also, the South Africa Savings Institute (SASI, 2010) acknowledged in its Varsity Savings Campaign 2010
programme that many graduates go into the labour market with little understanding of how to manage
their finances. Consequently, they squander their incomes as soon as they receive their first earnings on
ostentatious goods and fall into debt due to failure to save or budget for their expenses. In addition,
majority fail to save or budget for their money even though they intuitively know that this could improve
their financial well-being. As a result, they tend to be unprepared and are ill-equipped to properly manage
their salaries or realize the importance of making additional provision for their retirement during their
working years.
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Worthy of note also is the recent financial literacy baseline study, which was undertaken by the Human
Sciences Research Council, on behalf of the Financial Services Board (a first of its kind in South Africa).
The findings revealed a strong evidence for the existence of low levels of financial knowledge among
young people aged between 16 to 19 years. Specifically, the study found that majority of young people
would prefer to spend money than to save it; that the majority of young people never enjoy dealing with
financial matters and that young people are least likely to stay within their budgets. The study concludes
with a recommendation of a more comprehensive and aggressive programme of consumer financial
education in South Africa (Roberts, Struwig, Gordon, Viljoen, and Wentzel, 2012). Clearly, university
students are potentially rewarding area for financial literacy research. The financial knowledge, attitudes
and behaviours acquired during this period may affect their financial and economic wellbeing, both
during their student years and in adulthood in profound ways. Non self-beneficial financial habits and
attitudes and lack of financial knowledge can adversely impact on their academic performance, mental
and physical well-being, and even their ability to find employment after graduation (Bodvarsson &
Walker, 2004; Lyons, 2003, 2004). On the other hand, positive financial behaviours and attitudes
contribute to financial satisfaction, life satisfaction, academic performance and academic satisfaction
amongst students. To quote an African wise saying, “it is easy to bend and direct the growth of a young
supple tree”. The purpose of this study was to investigate the level of financial literacy among South
African undergraduate university students.

Objectives: The overall objective of the study was to assess the level of financial literacy among South
African undergraduate students. The specific objectives were:

e To determine the level of financial knowledge among undergraduate students using standard
financial literacy variables.

e To ascertain the relationship between financial literacy and both demographic and
socioeconomic factors of a sample of undergraduate students.

e To evaluate how undergraduate students’ financial knowledge correlate with their attitude and
behavior towards personal finance issues.

Research Questions: This study seeks to answer the following research questions:
o  Whatis the level of financially literacy among South African undergraduate students?
e  Are there significant relationships between gender, age and socio-economic factors and financial
knowledge (Literacy) among undergraduate students in South Africa?
e Are undergraduate students’ financial knowledge correlated with their attitudes and behavior
towards personal finance issues?

Hypotheses: The above questions were answered by testing the following hypotheses:
e South African undergraduate students are financially literate
e There is no significant relationship between gender and age in financial knowledge (Literacy)
e There is no significant relationship between socioeconomic status and financial knowledge.
e There is no significant correlation between attitudes and behavior towards personal finance
issues and financial knowledge

2. Methodology

Study Sample and Data Collection: The study was conducted among students at the University of Venda
in Thohoyandou, Limpopo Province of South Africa in July 2011. A structured questionnaire was
constructed based on previous studies (see ANZ Survey of Adult Financial Literacy in Australia: Final
Report, 2003; the Media Research Consultants Pte Ltd, 2005; Jorgensen, 2007; Chen and Volpe, 1998;
Nieuwenhuyzen, 2009) to collect data for the study. The questionnaire contains questions on financial
attitude, knowledge, behaviours, and influences, as well personal characteristics items. Due to time
constraints, the questionnaire was administered only to final (third) year Bachelor of Commerce
(Accounting) students. In all, 50 questionnaires were administered to students who volunteered to
participate in the study. The participating students were classified into two groups using the median
percentage of correct answers of the sample, on questions on financial knowledge. These questions
included: What is net worth? Which account pays the most interest? ; What is the most important factor
used by banks to decide on loan approval? ; What do credit bureaux do? ; What instrument is used to put
money aside for emergencies? Students who scored higher than the sample median were regarded as
those who are relatively more knowledgeable. Students who obtained scores equal to or below the
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sample median were classified as students who are relatively less knowledge. The data was analysed
using the SPSS Statistical software and the results are presented and discussed below.

3. Results

This section reports the results of the data analysis. The presentation includes the demographic profile
and other characteristics of the sampled students as well as the results of the statistical relationship
based on Logistic regression and Chi-Square procedures performed in the context of the research
questions

Description of Sample Characteristics: From the 50 questionnaires administered to the students, 45 were
found to be usable and were therefore used in all subsequent analysis. Table 1 presents the
characteristics of the sample used for the study. Forty four per cent of the participating students were
males while 55% were females. As expected, the majority of the participants (95%) were below 30 years
of age. More than 40% of participating students did not know how much income their parents earned last
year. For the remaining participating students who had an idea about their parents’ earning last year, the
majority, 64% , in the group opined that their parents earned less than R10 000 last year. This finding
confirms the often held believe that majority of students at the University of Venda are from poor and
disadvantaged households. As expected, most of the students (84%) are South Africans. The participating
students finance their university studies from variety of sources i.e. bank loans (40%), parents (30%),
and bursary (28%). Fifty per cent of the participants have fathers with secondary education, while 30% of
fathers had university first degrees. With many students at the University of Venda coming from low
income households, it is not surprising that for nearly 7 out of every 10 students in the sample (69%)
monthly pocket money is R500 or less. Missing responses made the sample size to vary from 36 to 45;
therefore, various sample sizes have been used to calculate valid percentages in Table 1.

Tablel: Characteristics of Sample (N=45)

Characteristics n %
Gender Female 25 56
Male 20 44
Age 18-22 21 50
23-29 19 45

30-35 1 2

36-40 1 2

Year of Study 2nd year 1 2
3rd year 42 96

4th year 1 2
Parents Annual income <10000 17 38

10001-20000 4 9

20001-30000 1 2

30001-49999 3 7

=50000 2 4
Don’t know 18 40
Level of Education father Primary 6 17
Secondary 18 50
Degree 11 31

Postgraduate 1 3

University Education Paid Self 1 2
Parents 13 30
Bursary 12 28
Other (Loans) 17 40
International Student Yes 7 16
No 37 84
Monthly Pocket Money <R500 29 69
R5001-R1000 10 24

R1001-R1500 2 5

R1501-R2000 1 2
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Logistic Regression Results and Analysis: To analyse the relationship between student’s level of
financial literacy and his/her demographic and socioeconomic attributes, a Logistic regression model was
estimated in which the binary variable (more knowledgeable and less knowledgeable) was used in the
logistic regression as the dependent variable, which is explained by a number of independent variables.
The independent variables used in the logistic regression included gender, age, nationality, parental
income, education level of father, source of financial support, as well as monthly pocket income. In
logistic regression, the coefficient of each independent variables represent the effect of each subgroup (of
participating students) compared with a reference group. As an example, if GENDER is coded 1 if a
participant is male and 0 otherwise. In this case the reference category is female. If the logistic coefficient
is negative, it means that compared with female Accounting students, male Accounting students are
associated with decreased log odds ratio of being more knowledgeable about personal finance.

The logistic model is expressed as follows:

log [l’%p] = B0 + B1(GENDER) + B2(AGE) + B3(PINCOME) + B4(EDU1) + B5(EDU2) + B6(EDU3) +
B7(SPONSOR1) + B8(SPONSOR2) + B9(SPONSOR3) + B10(NATIONALITY) + B11(POCKETINC) + €i

Where

P = the probability of a student who is more knowledgeable about personal finance
GENDER =1 if participant is a male, 0 otherwise

AGE =1 if participant is in the age group 18-22, 0 otherwise

PINCOME =1 if participant knows parent’s monthly income, 0 otherwise

EDU1 =1 if participant’s father’s highest education level is Primary, 0 otherwise
EDU2 =1 if participant’s father’s highest education level is Secondary, 0 otherwise
EDU3 =1 if participant’s father’s highest education level is Tertiary, 0 otherwise
SPONSOR1 =1 if university education is paid for by parents, 0 otherwise

SPONSOR2 =1 if university education is paid for by Bursary, 0 otherwise

SPONSOR3 =1 if university education is paid for by Bank Loans, 0 otherwise
NATIONALITY=1 if participant is a foreign student, 0 otherwise

POCKETINC =1 if participant’s monthly pocket money is <R500, 0 otherwise

Results of the logistic regression are presented in Table 2. One measure that is widely used to show the
goodness of fit of a model is how well the model is able to classify observations i.e. correctly predicts
category membership into more knowledgeable and less knowledgeable. For the sample used in this
study, 81.3% of the observations are correctly classified. In addition, the size and statistical significance of
the Chi-Square value, confirms that the model has a high explanatory power. In other words, the
independent variables are able to explain a substantive amount of variation in the dependent variable (i.e.
financial literacy). Table 2: Logistic Regression Analysis of the Impact of Participants’ Demographic
Characteristics, Source of university education funding, father’s level of education, and Monthly allowance
on Their Financial Literacy

For the independent variables, the coefficient of GENDER is positive and significant at the 0.05 level of
significance. The result suggests that male accounting students are more likely to be more knowledgeable
about personal finance issues than their female counterparts. The highly significant positive coefficient
for SPOSOR3 variable indicate students who pay for their university education through bank loans, are
more likely to be more knowledgeable in personal finance matters than their counterparts financing their
education through other sources such as bursaries or parents. The coefficient for POCKETINC is negative
and significant at the 0.05 level, indicating that participating students with monthly pocket monies less
than or equal to R500 are less likely to be financially knowledgeable compared to their counterpart with
monthly pocket incomes of above R500. The variables AGE, PINCOME, EDU1, EDU2, EDU3 and
NATIONALITY are individually not statistically significant at any of the conventional levels of 0.10, or 0.05
or 0.01. This implies that these variables do not affect the level of financial knowledge among the
participating students. Knowing or not knowing their parents’ monthly income (PINCOME), or the
educational achievement of father (EDU) or whether foreign student or not appear not to account for any
differences in financial knowledge among participating students. These are probably variables that would
not be considered important in students’ decision to know about personal finance issues.
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Estimated Coefficients and the Level of Significance for the sample of Participants

GENDER 0.458*
AGE 1.335
PINCOME 0.595
EDU1 0.845
EDU2 0.770
EDU3 0.037
SPONSOR1 2.880
SPONSOR2 2.528
SPONSOR3 3.550**
NATIONALITY 1.324
POCKETINC -2.592*
CONSTANT 2.142*

-2 Log Likelihood 281.37
Overall Chi-Square 15.093**
Correct Classification 81.3%

Notes:*Significant at the .05 level **Significant at the .01 level or greater

Chi-Square Results and Analysis: In this section we examine how a student’s level of financial knowledge
affects his/her attitude and behaviour  towards personal finance. The same categorization of
participants that was used to classify students as more knowledgeable and less knowledgeable for the
logistic regression is employed in this section. Financial attitude among participating students was
measured by their responses to a number of attributes of good financial attitude which were coded in a
Likert-type scale. The attributes are maintenance of adequate financial records; spending less than one’s
monthly pocket money; and planning and implementing a savings plan. For each attribute, the
respondent was asked to rate its importance by choosing among the scale 1=Not Important, 2-Not Sure,
3=Important, and 4=Very Important. Participants’ responses to the importance of keeping financial
records are presented in Table 3 About 81% of the participants from more knowledgeable group of
students, rate maintaining adequate financial records as very important or important and the rest of them
believe otherwise. For the less knowledgeable group, about 79% view maintaining adequate financial
records as very important or important. The Chi-Square statistic of the difference in opinion between the
two groups is however not significant at any of the conventionally accepted levels of significance.

Table 3: Number and percentage of participants who view maintaining adequate financial records
as:

Very Important Not Not Total

Important Sure Important
Students with more personal finance 12 1 3 0 16
knowledge 75% 6.25 18.8% 0.0% 100%
Students with less personal finance 15 7 3 3 28
knowledge 53.6% 25.0% 10.7% 10.7% 100%

Chi-Square=4.972, level of significance is 0.177, not significant at the 0.10, or 0.05 or 0.01 level

246



Table 4 indicates that 100% of the more knowledgeable participants rank spending less of their monthly
pocket money more important than the less knowledge group (75%).The Chi-Square test suggests that
the differences in opinion is significant at the 0.061 level.

Table 4: Number and percentage of participants who view spending less of monthly income as:

Very Important Not Not Total

Important Sure Important
Students with more personal finance 11 5 0 0 16
knowledge 68.8% 31.2% 0.0% 0.0% 100%
Students with less personal finance 9 12 3 4 28
knowledge 32.1% 42.9% 10.7% 14.3% 100%

Chi-Square=7.357, significant at the 0.061 level

Table 5 shows that about 94% of the more knowledgeable group of student’s view planning and
implementing a regular savings/investment programme as important. For the less knowledgeable group,
75% regard planning and implementing regular savings/investment programme as important. The Chi-
Square test however suggests that the difference in opinion between the two groups is not statistically
significant at any of the conventionally accepted levels of significance, implying that more financially
knowledgeable participants were not likely to implement a savings plan than their less knowledgeable
colleagues. This may be due to the fact that these students depend on very meagre incomes. As indicated
in Table 1, about 70% of all the participating students have monthly income of R500 or less. There is not
much to save and therefore no need to make savings/investment plans.

Table 5: Number and percentage of participants who view Planning and implementing a regular
savings/investment plan as:

Very Important Not Not Total

Important Sure Important
Students with more personal finance 9 6 1 0 16
knowledge 56.2% 37.5% 6.3% 0.0% 100%
Students with less personal finance 13 8 6 1 28
knowledge 46.4% 28.6% 21.4% 3.6% 100%

Chi-Square=2.497, significant at 0.476, not significant at the 0.10 or 0.05 or 0.01 level

This study also sought to establish the extent to which responding students who participate in family
financial decisions as well as those who have formal training in money management or personal finance,
are more financially knowledgeable than their less knowledgeable counterparts. Table 6 reports that
about 56% of the more knowledgeable participating students do participate in family financial decision
making, while only 28% of the less knowledgeable group take part in family financial decision making.
The difference between the two groups, according to the Chi-Square test, is statistically significant at the
0.07 level of significance. Thus participants who had the experience of participating in family financial
decisions were more likely to be financially knowledgeable. This finding is not unexpected as financially
knowledgeable students possess the knowhow on financial issues and are thus able to properly advice
and contribute to their families’ decisions on financial matters.

Table 6: Number and percentage of participants who participate in family financial decisions

Yes No Total
Students with more personal 9 7 16
Finance Knowledge 56.3% 43.7 100.0%
Students with less personal 7 18 25
Finance Knowledge 28.0% 72.0% 100.0%

Chi-Square=3.272, significant at the 0.07 level

In a similar vein to the relationship between financial knowledge and participation in family financial
decision making, Table 7 indicates that 87.5% of the more knowledgeable participating students have
taken a money management course compared to 56.5% of the less knowledgeable counterparts. The Chi-
Square statistic is statistically significant at the 0.039 level suggesting that the difference between the
groups is significant i.e. students who have taken a money management course is more likely to be
financially knowledgeable.
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Table 7: Number and percentage of participants who have taken a money management course

Yes No Total
Students with more personal 14 2 16
Finance Knowledge 87.5% 12.5% 100.0%
Students with less personal 13 10 23
Finance Knowledge 56.5% 43.5% 100.0%

Chi-Square=4.251, significant at the 0.039 level

The above analysis suggests that attitudes towards financial record keeping and savings do not seem to
differ significantly between financially literate students and the less literate ones. The study also found
that students who participated in family financial decisions and those who have taken money
management course are more likely to be financially literate.

Discussion: The first finding from the logistic regression indicates that male accounting students are
more likely to be more knowledgeable about personal finance issues than their female counterparts. This
finding appears to be consistent with the roles traditionally played by males and females in decision
making in a typical African household where the male predominates in most decisions, including financial
ones. Males are therefore more likely to want to learn more about financial issues than their female
counterparts. This possible reason notwithstanding, with more and more women joining the labour
market, together with the fact that they are expected to live longer than men; inadequate knowledge
about personal finance among women has to be addressed. The second finding from the logistic
regression is that students, who pay for their university education through bank loans, are more likely to
be more knowledgeable in personal finance matters than their counterparts financing their education
through other sources such as bursaries or parents. This is expected as such students are dependent on
bank loans to satisfy their needs and as such they need to know about personal financial management
issues including the need to maintain good credit payment record in order to be able to access further
loans from banks; what a credit bureau does in connection with access to further credit; as well as the
habit of saving for emergency needs.

Students with small monthly pocket monies were found to be less knowledgeable than their counterparts
with larger monthly pocket monies. The plausible reason for this finding is that a pocket income of R500
or less is relatively small and is probably used for consumption purposes, and it is inadequate for such
students to consider learning about various instruments for investing or saving. On the other hand the
more fortunate students with larger pocket incomes, will be more disposed to know about various
personal finance management matters such as how to save or invest part of the larger pocket monies and
earn interest. Another interesting finding from the logistic regression is that the variable age does not
affect the level of financial knowledge among the participating students. In respect of the AGE variable,
Table 1 shows that 50% of the participants are 18-22 years of age, and 95% of these students are under
30. Thus the majority of them is in the early stage of their financial cycle, and therefore has to grapple
with a very limited number of personal finance options. During this period, most of their incomes are
spent on consumption rather than investment. These factors may explain the lack of difference in
financial knowledge between participants between 18-22 years of age and participants who are above 22
years of age.

From the Chi-Square analysis, it was found that there is no significant association between one’s
willingness to keep financial records and their level of financial literacy. This finding implies that record
keeping may not be necessary for individual to practice good personal finance. Another finding from the
Chi-square analysis indicates that more knowledgeable participating students perceive spending less
than their monthly income to be very vital than their less knowledgeable counterparts. Thus financial
literates were more likely to be astute in their spending since they know the implications of doing
otherwise. It was also found from the Chi-square analysis that more financially knowledgeable
participating students were as unlikely to implement a savings plan as their less knowledgeable
colleagues. This may be due to the fact that these students depend on very meagre incomes. As indicated
in Table 1, about 70% of all the participating students have monthly income of R500 or less. There is not
much to save and therefore no need to make savings/investment plans. A further finding from the Chi-
Square analysis suggests that students who have taken a money management course are more likely to be
financially knowledgeable. The finding is not surprising because a course in money management will
contain a substantive dose on personal finance. Thus one of the main determinants of financial literacy is
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taking a course in financial management. The analysis also found that students who participated in family
financial decisions and those who have taken money management course are more likely to be financially
literate.

4., Conclusion

This study used a questionnaire instrument to survey a sample of 50 Accounting students at the
University of Venda to assess the students’ knowledge on personal finance; and the relationship between
financial literacy and demographic (gender, age, nationality) and other factors such as source of financial
support for their education, father’s educational achievement, family incomes and monthly pocket money.
The study further looked at the impact of financial knowledge on participating students’ opinion on
personal finance issues. The review of literature revealed that there has been extensive research on
financial literacy among college/university students in other parts of the world; there have been very few
such studies in South Africa. This research therefore contributes to the literature on financial literacy
among university students- especially in the African context. Using the measure of financial
knowledgeability (literacy) adopted for this study, surprisingly low levels of financial literacy exists
among accounting students at the University of Venda, with only 38% of the participating students being
financially literate. At the same time the study reveals that students who have taken money management
course are more likely to be financially literate. These findings confirms the results of other studies
conducted in South Africa that found similar results (Kotze and Smit, 2008; ECI Africa, 2004). This study
therefore supports the call by the other studies for increased financial education and financial literacy in
South Africa including curricullum reviews in universities to include money management
modules/courses.

The study also found statistically significant gender differences in financial literacy with male Accounting
students more likely to be more knowledgeable about financial matters than their female counterparts.
This result affirms a 2002 study by Haiyang and Volpe on financial literacy among college students in the
USA that found that women generally have less knowledgeable about personal finance than their men
colleagues. With more and more women joining the workforce in South Africa, this finding points to the
need to address the issue of inadequate knowledge about personal finance among women. Higher levels
of financial literacy were found among the subgroup of students who financed their university education
through bank loans compared to the groups that financed their studies through financial support by
family or bursary. As this group of students depends on bank loans to take care of their financial needs,
they need to be knowledgeable on personal finance issues such as the need to maintain good credit
payment record as well as the habit of saving. Lower levels of financial literacy were found among
subgroup of students whose monthly pocket incomes is R500 or less compared to their counterparts with
larger monthly incomes. In addition to this result, the study also found that the views on planning and
developing a savings plan between students who are more financially literate and those who are not, is
not statistically different, implying that more financially knowledgeable students are not likely to
implement a savings plan than in the same way as their less knowledgeable colleagues.

With about 70% of the participating students in this study, most probably coming from low income
households, with monthly incomes of R500 or less, most of which is likely to be used for consumption
purposes, the need to know about personal finance issues such investment or savings will not be a
priority among students irrespective of their financial literacy level. Parents’ socioeconomic status such
as education levels or family incomes; as well the age and nationality of the students were found not to
have any relationship with his/her level of financial literacy. Overall, this pilot study reveals that Bachelor
of Commerce(Accounting) students at the University of Venda are not as financially literate as expected,
confirming the findings of similar studies conducted on South African university students (Kotze and
Smidt, 2008). There is therefore the necessity to review the academic curriculum in the Bachelor of
Commerce programme to include money management course. In evaluating how student financial
knowledge correlates with their attitude and behaviour towards personal finance issues our analysis
suggests that attitudes towards financial record keeping and savings do not seem to differ significantly
between financially literate students and the less literate ones. The study also found that students who
participated in family financial decisions and those who have taken money management course are more
likely to be financially literate. Financially literate students were found to be more astute in their
spending since they know the implications of doing otherwise.
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