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ABSTRACT

Financial Literacy has become one of the top priorities for most of the world today as it is directly proportional 
to the economic growth of a country. Besides, having the largest young population in the world, 76 per cent of Indian adult 
population is not even aware of the basic financial concepts. Therefore an in-depth study was carried out to measure the 
financial literacy and to identify the factors affecting financial literacy of students. Total 143 UG and PG level students were 
selected randomly and the primary data was collected through the well-prepared questionnaire. Financial Literacy Index 
and ordinal logistic regression model were used for the study purpose. The study revealed that there is low level of financial 
literacy especially in terms of financial knowledge among the students. Age and education of the students having positive and 
significant impact on the financial literacy of students.
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INTRODUCTION

Financial Literacy has become one of the top 
priorities for most of the world today as it is directly 
proportional to the economic growth of a country. It refers 
to the ability to understand basic financial concepts and 
the possession of knowledge and skills required to make 
informed and effective financial planning, decisions using the 
available financial resources. It is alarming to know that the 
financial literacy rate in India is way behind other countries. 
According to a global survey, India is home to almost 20% of 
the world’s population, however, 76% of its adult population 
is not even aware of the basic financial concepts. The survey 
reports that Financial Literacy in India has been signification 
poor compared to the rest of the world (Melbha, 2020). 

India is having the largest young population in the 
world. As Biswajit Saha, Director (Vocation and Training), 
CBSE puts it, “Financial skill is the 21st century life skill 
and needs to be imparted to different age groups, especially 
young minds” (Puranik, 2019). It increases confidence and 
self-control of the student, which in turn facilitates their 
participation in the formal economic system and lead to 
their empowerment and well-being (Ambarkhane and Singh, 
2015). Therefore an in-depth study was carried out with 
the objectives to measure the financial literacy among the 

students and to identify the factors affecting financial literacy 
of students.  This will surely be a pointer to modification 
of educational inputs for improvement in Financial Literacy 
amongst the students.

METHODOLOGY

The study was confined to Junagadh Agricultural 
University. 25 per cent of the first year UG and PG level 
students were selected randomly from each faculty. Thus the 
total sample size was 143 students. The primary data were 
collected through the well-prepared questionnaire. 

Financial Literacy Index developed by Ambarkhane and 
Singh, 2015 was calculated to measure the level of financial 
literacy of students.  The Financial literacy Index model is 
as follows:

Where, 

ai = Various Financial Literacy Aspects

wi= Corresponding Weight

The financial literacy indicators and their respective weight 
are presented in Table 1.
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Table 1 :  Aspects and weights of financial literacy index

Aspects Level No. of Questions Weight Total
Knowledge Easy 15 01 15

Medium 10 1.5 15
Difficult 10 02 20

Attitude - 05 05 25
Behaviour - 05 05 25

Total 100

The questions were emphasized on four areas 
namely General personal finance knowledge, Savings and 
Borrowings, Insurance and Investment. The questions 
were related to Indian situation and pertain to banking, 
securities market, insurance and retirement planning which 
are the areas, envisaged under national strategy on financial 
education (Ambarkhane and Singh, 2015).

The Financial Literacy Index (FLI) may take 
relative values between 0 and 100; zero indicates the lowest 
financial literacy (complete financial illiteracy) while 100 
indicates complete financial literacy. Based on the value of 
the Financial Literacy Index, three financial inclusion levels 
are identified, i.e., low literacy (FLI<60), medium literacy 
(FLI: 60-80) and high literacy (FLI>80) (Volpe et. al., 2002).

The ordinal logistic regression model was used to 
identify the factors affecting the financial literacy of students. 
As there are several independent variables or predictors 
used in this study and as the dependent variable (Financial 
Literacy Index) or the outcome is more than two (low literacy, 
medium literacy, and high literacy) the best fitting model in 
this situation is the ordinal logistic regression model. The 
model for the study has taken form as follows:

Where, 

γj 	 = Cumulative probability for the jth category

θj 	 = Threshold for the jth category

β1...β5	 = Regression coefficients

X1...X5 	 = Predictor variables

τ1...τ5 	 = Coefficients for the scale component

Z1...Z5 	 = Predictor variables for the scale component

Dependent and explanatory variables along with their coding 
are presented in Table 2.

Table 2 :	 Dependent and Explanatory Variables along 
with their Coding

Variable Units of 
Measurement Code Category Value

Financial 
Literacy Number Y

Low 1
Medium 2

High 3

Gender Dummy X1
Female 1
Male 2

Age Years X2

Young 1
Middle 2

Old 3

Faculty Dummy X3

Agriculture 1
Agril. Egg. & 

Tech. 2

ABM 3
VS & AH 4
Fisheries 5

Horticulture 6

Education Years X4

Graduate 1

Post Graduate 2

Income Number X5

<5 lakh 1

5-10 lakh 2

>5 lakh 3

The study was confined to Junagadh Agricultural 
University. 25 per cent of the first year UG and PG level 
students were selected randomly from each faculty. The 
primary data were collected through the well prepared 
questionnaire. The data were analysed using following 
techniques for the study purpose:

RESULTS AND DISCUSSION

Demographic profile of students

The sample profile of respondent students is 
presented in Table 3. Based on the intake of concerned faculty, 
highest (41.96 %) students are from faculty of agriculture, 
followed by faculty of agricultural engineering & technology 
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Table 3 : Demographic profile of students								                    (n=143)

A Faculty No. %

1 Faculty of Agriculture 60 41.96

2 Faculty of Agricultural Engineering & Technology 22 15.38

3 Faculty of Agribusiness Management 11 07.69

4 Faculty of Veterinary Science & Animal Husbandry 20 13.99

5 Faculty of Fisheries Science 15 10.49

6 Faculty of Horticulture 15 10.49

B Gender No. %

1 Male 102 71.33

2 Female 41 28.67

C Education No. %

1 Graduation 104 72.73

2 Post Graduate 39 27.27

D Family income No. %

1 Below ` 500000 132 92.31

2 ` 500000 to 100000 08 05.59

3 Above ` 1000000 03 02.10

E Age Years

1 Maximum 36

2 Minimum 18

3 Average 21

(22.18 %), faculty of veterinary science & animal husbandry 
(13.99 %); equal (10.49 %) from the faculties of fisheries and 
horticulture whereas lowest from the faculty of agribusiness 
management (7.69 %).   The age of the students was between 

18 and 36 years with an average 21 years. Majority of the 
students were male (71.33 %), studied at under graduate 
level (72.73 %) and having family income below Rs. 5 lakhs 
(92.91 %).

Financial literacy among the students

Financial literacy score is presented in table 4. The 
results revealed that the mean value of the overall score 
obtained is 54.82%, which indicates that on average, students 
scored around 50 percent of financial literacy.

The minimum and maximum score of this overall 
score is 28.50% and 78% respectively, which indicates that 
the overall financial literacy have a quite high range with a 
standard deviation (SD) of 10.90%.

Out of the three sub-areas on financial literacy, 

the students scored lowest (3%) in knowledge and scored 
highest (100%) in attitude and behaviour. However, the 
highest variation among the students (SD: 17.14) is observed 
in terms of attitude while the least variation is observed in 
terms of the knowledge (SD: 12.29).

The students scored zero in all the four sub-areas 
on financial knowledge, but scored highest (91.30%) in 
knowledge on insurance. However, the highest variation 
among the students (SD: 20.94) is observed in knowledge 
on insurance whereas the least variation is observed in the 
knowledge on investment (SD: 15.32).
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Table 4  : Financial literacy score among the students						                     (n=143)

Sr. No. Dimensions of financial literacy n Minimum Maximum Mean SD
1 Knowledge 143 3.00 66.00 32.62 12.29

1.1 Personal finance 143 0.00 79.17 32.46 16.08
1.2 Savings and borrowing 143 0.00 83.87 35.15 18.71
1.3 Insurance 143 0.00 91.30 42.60 20.94
1.4 Investment 143 0.00 59.09 18.82 15.32
2 Attitude 143 30.00 100 69.30 17.14
3 Behaviour 143 40.00 100 84.73 14.38

Overall 143 28.50 78.00 54.82 10.90

Level of financial literacy among the studentsis 
presented in Table 5.It revealed that majority of students 
having low level of financial literacy in terms of knowledge 
(97.20), medium level in terms of attitude (61.54%) and high 
level in terms of behaviour (64.34%). 

Out of the four sub-areas of financial knowledge, low level is 
more prevalent to investment (97.90%) followed by general 
personal financial literacy (93.71%), saving and borrowing 

(86.71%) and insurance (76.92%).  

On an average majority of students (66.43%) comes 
under low level of financial literacy; 33.57% under medium 
level and no students under high level. 

Thus, there is low level of financial literacy especially in 
terms of financial knowledge among the students of Junagadh 
Agricultural University.

Table 5 : Level of financial literacy among the students						                     (n=143)

Sr. 
No

Dimensions of financial literacy

Low Medium High

(Below 60%) (60% to 80%) (Above 80%)

No. % No. % No. %

1 Knowledge 139 97.20 04 2.80 00 0.00

1.1           Personal finance 134 93.71 09 6.29 00 0.00

1.2           Savings and borrowing 124 86.71 18 12.59 01 0.70

1.3           Insurance 110 76.92 30 20.98 03 2.10

1.4           Investment 140 97.90 03 2.10 00 0.00

2 Attitude 32 22.38 88 61.54 23 16.08

3 Behaviour 08 5.59 43 30.07 92 64.34

Overall 95 66.43 48 33.57 0 0.00

Factors affecting financial literacy of students

The regression analysis results about the factors 
affecting financial literacy of students is presented in Table 
6. The results revealed that the statistically significantchi-
square    statistic (X2= 24.72; p <0.05) indicates that the final 
model gives a significant improvement over the baseline 
intercept-only model.Deviance Chi-Square statistics 
(X2=79.900; p=0.636) is greater than level of confidence 
(5 %) revealed that observed data are consistent with the 

fitted model and the model does fit very well. The Pseudo R2 
values (Nagelkerke = 0.195) indicates that only 20 per cent 
variation in financial literacy was explained by the factors 
considered in the model and there may be other factors that 
affect financial literacy of student. There is no any significant 
impact of faculty, gender and income on financial literacy 
of students. Age (Wald = 11.746; p = 0.001) and education 
(Wald = 11.381; p = 0.001) of the students had positive and 
significant impact on the financial literacy of students.
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Table 6 Factors affecting financial literacy of students of JAU					                  (n=143)

FL Aspects Estimate Std. Error Wald df Sig.

Threshold
[FL = 1.00] 1.914 2.327 .677 1 .411
[FL = 2.00] 5.806 2.373 5.987 1 .014

Location

Age (X1) 0.335* .098 11.746 1 .001
Gender (X2) 0.621 .459 1.833 1 .176
Education (X3) 1.984* .588 11.381 1 .001
Faculty (X4) -0.447 .301 2.208 1 .137
Income (X5) 0.012 .552 .000 1 .982

Link function: Logit;  Number of observation = 143; X2 = 24.722 (p=0.000); Deviance X2 = 79.900 (p=0.636); Pseudo R2 
= 0.195; * Significant at 1 %

Table  7 shows  parallel  line  test  for general  model  
with  chi  square  value  9.129  and  p-value=0.104  which  is  
greater  than  the  5%  level  of significance,   fail   to   reject   
the   null   hypothesis. Thus, holds the assumption underlying 
ordinal logistic regression that the  slope  coefficients  in  the 
model  are  the  same  across  response  categories and lines  
of  the  same  slope  are  parallel.

Table 7 : Test of Parallel Lines

Model
-2 Log 

Likelihood
Chi-

Square
df Sig.

Null Hypothesis 119.646
General 110.517 9.129 5 .104

a. Link function: Logit.

CONCLUSION

Majority of students having low level of financial 
literacy in terms of knowledge, medium level in terms of 
attitude and high level in terms of behaviour. Out of the four 
sub-areas of financial knowledge, low level is more prevalent 
in investment followed by general personal financial literacy, 
saving and borrowing and insurance.  On an average majority 
of students comes under low level of financial literacy; and 
no students under high level. Thus, there is low level of 
financial literacy especially in terms of financial knowledge 
among the students of Junagadh Agricultural University. Age 
and education of the students having positive and significant 
impact on the financial literacy of students.

IMPLICATION

	 Financial literacy of students can be strengthen 
by influencing their financial knowledge, behaviour and 
attitude. Students should be trained on financial knowledge 
because low level is more prevalent in this area especially in 

terms of investment.
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