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ABSTRACT The objective of the study was to assess the level of financial literacy of non-business university
students in South Africa. Financial literacy impacts on an individual’s financial decisions especially in the area of
savings, borrowing, retirement planning, or portfolio choice. Data was collected through the use of self-administered
questionnaires in a survey. The survey was conducted at two universities located in Gauteng and Limpopo provinces
of South Africa. The participants in the study were final year agriculture and chemistry students. Descriptive
statistics was used for data analysis. The results indicated that non-business students have a low level of financial
literacy. Recommendations to improve the financial literacy of students are suggested

INTRODUCTION

Lusardi and Mitchell (2011) point out that
individuals need financial skills to survive in
today’s volatile economic environment. Less fi-
nancial literate individuals are less likely to plan
for retirement, less likely to participate in the
stock markets and more likely to have more costly
debt. Financial literacy impacts on an individu-
al’s financial decisions especially in the area of
savings, borrowing, retirement planning, or port-
folio choice. De Bassa Scheresberg (2013) agrees
that the financial markets have become more
complex in the last twenty years. In this new
financial landscape, individuals have greater re-
sponsibility for their financial security than in
the past.  This implies that wise and timely sav-
ing and investment decisions can be the key to
financial comfort.  Failure to plan for a financial
future can have dire consequences. According
to Lusardi et al. (2010), consumers nowadays
must confront complicated financial decisions
at a young age.   Financial mistakes made early
in life can be very costly. Young people often
carry large amounts of student loans or credit
card debt. This may negatively impact on their
ability to create and accumulate wealth. Debt-
Free (2014) reports that in South Africa, the num-
ber of young people in the 18 to 25 year age
group who have become over indebted has
grown significantly in the past year.  More than
50% of these consumers are battling to pay their
debt. Student debt has increased by more than
100% in the last three years. In 2010, less than
10% of students had access to credit cards. 43%
now have access to this form of credit.

Financial literacy also impacts on savings
by young people Chowa and Ansong (2010) point
the ability of youths to save and accumulate as-
sets becomes very important as this will impact
on their ability to accept financial responsibilities
and plan for the future. Kotze and Smit (2008) find
that household savings have reduced in South
Africa. This has been triggered by mounting per-
sonal debts. The demand for information on per-
sonal finance is increasing. To assist younger
consumers and students, it is of critical impor-
tance for researchers to understand financial lit-
eracy among young people (Lusardi et al. 2010).
Financial education is the key to decrease finan-
cial problems, especially among young adults
(Ansong and Gyensare 2012). According to Shaari
et al. (2013), financial literacy can prevent the
university students from engaging in extensive
debt especially credit card debt.   Cude et al. (2006)
point out that financial decisions students make
in the university have an important influence on
their financial situation after university. Further-
more, the financial situation of students in the
university can affect their academic performance.
Students need to make financial decision on
whether to save, spend or invest based on their
financial knowledge. By assessing the financial
literacy level of the students, researchers can
understand better the financial habits and behav-
iours of the students.

Objective of the Study

The objective of the study is to assess the
level of financial literacy of final-year non-busi-
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ness university students. These are students that
have not done a lot of finance courses that are
one of the key sources of financial knowledge.

Literature Review

Huston (2010) points out that there is no
universally accepted definition of financial liter-
acy. Authors have proposed several definitions.
Huston (2010) describes financial literacy as
measuring how well an individual can under-
stand and use personal finance-related informa-
tion. In addition, financial literacy includes the
ability and confidence of an individual to use
his/her financial knowledge to make financial
decisions. The Organisation for Economic Co-
operation and Development (2005) defines fi-
nancial education leading to financial literacy
financial literacy as: “the process by which fi-
nancial consumers/investors improve their un-
derstanding of financial products and concepts
and, through information, instruction, and/or
objective advice, develop the skills and confi-
dence to become more aware of financial risks
and opportunities to make informed choices,
to know where to go for help, and to take other
effective actions to improve their financial well-
being.”  Cude et al. (2006) define personal fi-
nancial literacy as “the ability to read, analyse,
manage and communicate about the personal
financial conditions that affect material well–
being”. The United States Financial Literacy
and Education Commission (2007) describes
financial literacy as “the ability to use knowl-
edge and skills to manage financial resources
effectively for a lifetime of financial well-be-
ing” ANZ (2008) defines financial literacy as “the
ability to make informed judgments and to take
effective decisions regarding the use and man-
agement of money”. ANZ (2011) asserts that
financial literacy consists of five separate com-
ponents. These are keeping track of finances,
planning ahead, choosing financial products,
staying informed, and financial control.

Lusardi and Mitchell (2013) point out that
theoretical models link financial literacy to con-
sumer behaviour especially the aspects of sav-
ings and consumption. The theoretical models
assume that people are able to formulate and
execute saving and consumption plans and these
require expertise in dealing with the financial
markets, knowledge of purchasing power, and
the capacity to undertake complex economic

calculations. Thus consumer behaviour and it
link to financial literacy can be linked to the works
of Modigliani and Brumberg (1954) and Fried-
man  (1957). According to Modigliani and Brum-
berg (1954), individual receives utility only from
present and prospective consumption. The rate
of consumption in any given period is a facet of
a plan which extends over the balance of the
individual’s life, while the income accruing with-
in the same period is but one element which con-
tributes to the shaping of such a plan. Friedman
(1957) suggests that the total amount spent on
consumption is on the average the same frac-
tion of permanent income, regardless of the size
of permanent income. The magnitude of the frac-
tion depends on variables such as interest rate,
degree of uncertainty relating to occupation,
ratio of wealth to income, family size. This sug-
gests that financial literacy can be used to im-
prove consumer and business behaviour.

Miller et al. (2009) and Glaser and Walther
(2013) ascertain that financial literacy is impor-
tant for several reasons. Financial literacy can
help to prepare consumers for tough financial
times, by promoting strategies that mitigate risk
such as accumulating savings, diversifying as-
sets, and purchasing insurance. Financial litera-
cy also helps to improve behaviour such as the
avoidance of over-indebtedness. Financial liter-
acy enables people (individuals and business
owners) to make better financial decisions and
to understand and manage risk. Financially liter-
ate consumers and business owners help to re-
inforce competitive pressures on financial insti-
tutions to offer more appropriately priced and
transparent services.  Cull and Whitton (2011)
point out that the financial literacy of young
people is of critical importance as they enter
adulthood. Young people are faced with a huge
array of financial products and services to
choose from at a time when they are also em-
barking on major financial and life cycle events.
Furthermore, lifestyle aspirations encouraged by
the influence of advertising and the media are
also likely to increase young people’s reliance
on debt. Thus bad financial decisions early in
life can have disastrous consequences later in
life. The dire consequences include huge debt,
poor credit ratings and bad health. Financial lit-
eracy can help to improve saving behaviour,
wealth accumulation, retirement planning and
debt management and manage debt (Lusardi and
Mitchell 2011), (Ludlum et al. 2012). According
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to de Bruin et al. (2007), financial literacy is as-
sociated with better financial and general life
outcomes. Individuals with lower levels of fi-
nancial literacy are more likely to have costly
mortgages. De Bruin et al. (2010) point out that
in the course of everyday life, people make a
variety of financial decisions about saving, in-
vesting and borrowing. Financial decisions at
times require accurate assessments of inflation
rates. Financial literacy helps individuals to make
less volatile estimates of inflation over time.

Oppong-Boaky and Kansanba (2013) point
out that ineffective financial management can
result in behaviours that make consumers vul-
nerable to severe financial crises. It is important
to improve financial literacy of students at the
university level so they would have positive at-
titudes to financial matters before they enter the
job market. In addition, students of today are
potential entrepreneurs of tomorrow. Financial
literacy positively impacts on the success of
entrepreneurial ventures.  Bruhn and Zia (2011)
find that entrepreneurs with higher levels of fi-
nancial literacy show better business perfor-
mance and sales. Andoh and Nunoo (2011) find
that the financial literacy of owners of SMEs is a
very important factor in explaining utilization of
financial services by SMEs. Low levels of finan-
cial literacy can prevent SMEs from understand-
ing and assessing financial products from finan-
cial institutions. According to Kotzè and Smit
(2008), lack of personal financial literacy impacts
negatively on the financial management of new
ventures and can lead to possible failures of
SMEs. Sucuahi (2013) points out that a good
financial foundation of the entrepreneurs is a
significant barometer of the success and growth
of the enterprises. In addition, financial literacy
impacts on access and payment of loans. A good
level of financial literacy can improve access to
finance by new ventures (Wise 2013) and re-
duce the chance of loan default (Kotzè and Smit
2008).

RESEARCH  METHODOLOGY

The study was conducted among final year
undergraduate students in the Departments of
Agriculture and Chemistry at two selected uni-
versities located in the Limpopo and Gauteng
Provinces of South Africa. The population of
students in the two departments was 152. Data
was collected through the use of self-adminis-

tered questionnaire in a survey. Questionnaires
were distributed in class with the approval of
the lecturers. Participation was voluntary and
confidentiality was assured. Convenience sam-
pling method was used. The questionnaire was
divided into three sections. The first part fo-
cused on the gender of the respondents. The
second part assessed the questionnaire as-
sessed financial literacy using an adapted ver-
sion of the Financial Literacy questionnaire for
college students by the Jump$tart Coalition
(Jump$tart 2008). The questionnaire consisted
of 30 questions grouped under four main sec-
tions. The four sections focused on understand-
ing of income, savings and investment, money
management and spending and debt. The ques-
tionnaire was adapted to fit the South African
context. Lucey (2005) points out that the
Jump$tart surveys possess moderately high in-
ter-correlation consistency overall and some
degree of face and content validity. This is con-
sistent with other studies on financial literacy of
students such as Bongini et al. (2012) and Boy-
land and Warren (2013). The third part focused
on assessing financial attitudes and behaviour.
It consisted of five questions adopted from Jor-
gensen (2007). Descriptive statistics was used
for data analysis.

RESULTS  AND  DISCUSSION

One hundred and twenty-eight question-
naires were distributed to students that were
present in class with the assistance of the lec-
turers. One hundred and ten questionnaires were
returned. The response rate was 86%.The gen-
der distribution of the respondents was forty-
one males and sixty-nine females. Eleven ques-
tionnaires were found unusable because of miss-
ing values. Ninety nine questionnaires were us-
able. These included thirty five males and sixty
four females.

Table 1 depicts the mean of the percentage
of the correct scores to the questions. The mean

Table 1: Mean percentage of correct scores

Questions No. of No. of No. of
1-30 right  right  right

answer answers answers
male female

Mean of percen- 47.01% 44.58% 49.44%
  tage scores
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 is 47.01%. This is lower than the mean score
for all university students (61.95%) obtained by
the Jump$tart survey of 2008. In addition, Chen
and Volpe (1998) in an analysis of the personal
financial literacy of college students grouped
the mean percentage of the correct scores into
three. (1) More than 80% which represents are
relatively high level of financial knowledge (2)
60%-70% which represents a medium level of
financial literacy and 3) below 60% which repre-
sents a low level of financial literacy. Using Chen
and Volpe’s grouping, the results of this study
(47.01%) indicates a low level of financial litera-
cy by non-business students. Chen and Volpe
(1998) argue that the low level of financial litera-
cy of business students can be attributed to the
lack of personal finance in the university curric-
ulum especially for non-business students who
have not been exposed to modules on financial
management. In addition, most of the students
are young and still at the early stage of their
financial cycle. At this stage, students in gener-
al are exposed to only a limited number of finan-
cial issues related to savings and investment
because most of their incomes are spent on con-
sumption and not investment.

Ansong and Gyensare (2012) note that non-
business students’ lower level of financial liter-
acy compared to business students can be at-
tributed to their level of prior knowledge of fi-
nancial issues. Shaari et al. (2013) point out that
there is a relationship between financial courses
taken in college and students’ knowledge of fi-
nance.  In addition, the mean percentage of the
correct scores of female respondents is 49.44%
and that of male respondents is 44.58%. The
results suggest a slightly higher level of finan-
cial literacy by female students compared to male
students. The results are inconsistent with the
results of the study by Ansong and Gyensare
(2012). The study finds that male working-stu-
dents demonstrate a higher level of financial lit-
eracy than female working-students. Danes and
Haberman (2007) and Peng et al. (2007) also find
that males scored better in the financial knowl-
edge compared to the females. Ibrahim et al.
(2009) however find that there is no difference
between the level of financial knowledge between
males and females students.

Table 2 depicts the mean of percentage scores
of the correct answers for four four measures of
financial literacy. The 30 questions on financial
literacy can be grouped under four major cate-

gories. (1) Understanding income: this includes
the importance of education, skills and location,
sources of income and anticipating taxes and
other deductions (2) understanding money man-
agement. This includes financial goals and plans
and understanding insurance (3) understanding
savings and investment. This includes budget-
ing to save, short and long-term savings and in-
vestment strategies, risk, return and liquidity and
impact of taxes and inflation on savings and in-
vestment decisions and 4) understanding spend-
ing and debt. This includes spending now ver-
sus later, the price of credit, credit history, rights
and responsibilities and credit overextension.

Table 2: Mean of percentage scores of correct an-
swers for the groups

  Mean of   Mean of   Mean of
percentage  percentage  percentage
   score of   score of   score of
    right    right     right
   answers   answers    answers

   (Male)   (Female)

Understanding 56.37% 54.40% 58.34%
  income
Understanding 23.54% 25.87% 21.21%
  money
  management
Understanding 48.64% 43.69% 53.58%
  savings and
  investment
Understanding 49.85% 46.52% 53.17%
   spending
  and debt

 The results of the four groups indicate that
non-business students scored the lowest in
understanding money management. This is the
major group that significant brought down the
financial literacy scores of non-business stu-
dents. Male students (25.87%) did better than
female students (21.21%). The mean of the per-
centage scores of correct answers for under-
standing savings and investment is slightly be-
low 50%. Females (53.58%) performed better
than males (43.69%). Students performed aver-
agely well with understanding spending and
debt (49.85%). Females (53.17%) performed bet-
ter than males (46.52%). Students have their best
performance in understanding income (56.37%).
The Jump$tart survey of 2008 also showed that
university students performed the best in un-
derstanding income (56.1%) and poorly in mon-
ey management (40.9%). Boyland and Warren
(2013) also find that the performance of students
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was the greatest in understanding income
(59.7%) and lowest in money management
(44.8%).

Financial Attitudes and Behaviour

Five questions adapted from Jorgensen
(2007) were used to assess the financial attitudes
and behaviour of non-business students.

(1) Ability to manage your own finances. The
results indicated that 19 respondents are
not sure at all of their ability, 45 respon-
dents are not too sure, 25 respondents are
somewhat sure and 10 respondents are
very sure of their ability. The results indi-
cate that most of the respondents are not
confident about their ability to manage
their personal finance.

(2) Interest in own financial knowledge.  3 re-
spondents are very uninterested in finan-
cial knowledge, 5 respondents are some-
what uninterested, 2 respondents are not
sure, 32 respondents are somewhat inter-
ested and 57 respondents are very inter-
ested in financial knowledge. The results
indicate that most of the respondents are
interested in financial knowledge

(3) Willingness to take a personal finance
course as an elective if offered. 94 respon-
dents are willing and 5 respondents are
unwilling to take a personal finance course.
The results indicate that most of the re-
spondents are willing to take a personal
finance course.

(4) Keep of transaction records. 94 respon-
dents do not keep any records, 4 keep min-
imal record and 1 keep detailed record. The
results indicate that most of the respon-
dents do not keep transaction records.

(5) Saving of money. 27 respondents save
money and 72 do not save. The results
indicate a low saving habit by the respon-
dents.

The results suggest that the financial atti-
tudes and behaviour of non-business students
are weak. However, students seem interested in
financial knowledge and are also willing to take
a course in personal finance.

CONCLUSION

The objective of the study was to assess the
level of financial literacy of non-business uni-

versity students in South Africa. Financial liter-
acy impacts on an individual’s financial deci-
sions especially in the area of savings, borrow-
ing, retirement planning, or portfolio choice. Fi-
nancial education is the key to decrease finan-
cial problems, especially among young adults.
Financial decisions students make in the uni-
versity have an important influence on their fi-
nancial situation after university. Students need
to make financial decision on whether to save,
spend or invest based on their financial knowl-
edge. The mean of the percentage of the correct
scores to the questions is 47.01%. This indi-
cates a low level of financial literacy for non-
business university students. Female students
slightly performed better than male students.  The
30 questions on financial literacy were grouped
under four major categories. (1) understanding
income (2) understanding money management
(3) understanding savings and investment and
(4) understanding spending and debt. The re-
sults of the four groups indicate that non-busi-
ness students scored the lowest in understand-
ing money management and highest in under-
standing income. The results suggest that the
financial attitudes and behaviour of non-busi-
ness students are weak. However, students are
interested in financial knowledge and are also
willing to take a course in personal finance.

RECOMMENDATIONS

The results indicated a low level of financial
literacy for non-business university students.
To improve financial literacy, the study makes
the following recommendations. Financial man-
agement and personal finance should be built
into the curriculum for non-business students
from the first year in the university. Universities
should develop a campus-wide, coordinated fi-
nancial literacy program directed toward stu-
dents and staff. Universities can offer online
hubs of financial education information. This
can be promoted through the use of social net-
working. In addition, seminars and programs
should be held by organisations such as the
Financial Service Board, National Credit Regu-
lators to increase students’ awareness of finan-
cial literacy and debt management.  University
should appoint financial counsellors to advise
students on personal finance. The media can
also help to promote financial literacy through
programmes. This can help to educate parents
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and families on financial literacy with positive
impact on students.

 LIMITATIONS  AND  AREAS  FOR
FURTHER  STUDY

Data was collected from only two non-busi-
ness departments at two universities. Therefore,
caution must be taken in interpreting the find-
ings and in making generalisations. Data collec-
tion could be expanded to include a larger sam-
ple from other universities.
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