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Abstract: Financial literacy became a prominent concern for India in recent years due to considerable change 

in financial landscape. It is a high-flying recent issue among government, banking & non-banking corporations 

& educational institutions, national and international organisations, non government institutions, savers and 

investors, other stakeholders. The fundamental idea behind financial literacy is knowledge of management of 

personal finance by every person. It is the ability of an individual to understand and use financial concepts, 

products and instruments. But no one can manage his /her funds efficiently without having financial skills and 

knowledge. Therefore financial education is necessary for personal financial decision making. Even need to 

become financially literate is different for different persons over different time periods. They have to face 

number of barriers in their way to become financially literate. I did an effort to accumulate information from 

previous research published worldwide web to develop a comprehensive view of factors   that influenced 

financial literacy. Opinions have been formed on that basis to show relationship between financial literacy with 

the factors influencing it.  History revealed various socio-demographic and psychosocial factors. This paper 

focuses on development of theoretical framework of factors influencing financial literacy on the basis of reviews 

from recent studies.  Recognition of influential factors has vital role in determination of the present level of 

financial literacy. 

Keywords: financial literacy, financial decision making, literature reviews, socio-demographic factors and 

psychosocial factors. 

 

I. INTRODUCTION 
Financial decision making became difficult for general public due to   introduction of new financial 

products. financial markets has become  more complex also due to changes in political and economic system,  

digitalisation, changes in external environment, setting up of new norms, rules, regulations and policies. 

Financial products and services can be better used only if individuals will be financially literate. Therefore 

concept of financial literacy has become prominent issue. 

(Worthington, 2006, p. 4) Stated that every person take different meaning of financial literacy. 

Financial literacy is one’s financial knowledge / awareness about saving and investment modes and use of 

financial knowledge for taking financial decisions for savings & investment.  It means people must have the 

capability to apply all the financial concepts in real life in their day to day transactions.  (Joseph job 2012) used 

conceptual model of saving, spending, borrowing and investment literacy to measure financial literacy in Kerala 

for economically marginalized people. Emphasis was on use and application of financial knowledge.  Lusardi 

(2006) emphasized on knowledge for financial concepts of numeracy, interest rate, inflation, risk diversification 

for measuring financial literacy. 

Lusardi & Mitchell (2008) concluded that women were more influenced by low level of financial 

literacy than men.  Women have weak financial planning even though they are working at high positions and 

have high educational qualification than men. Hung et al., (2012) also commented that financial knowledge of 

women is worse as compared to men. Al-Tamini & Kalli  (2009) also stated low level of financial literacy 

among women than men. 

                     Therefore more financial knowledge is necessary for women. Klatt (2009) emphasised imparting 

financial information to women at young age. Garman, E.Thomas; et al. (1999) emphasised the need and 

effectiveness of financial education at workplace for  male & female employees .Personal financial behaviour of 

the participants improved after attending  different workshops at workplace as compared to non participants. 

OECD and INFE also focussed on need of financial education. OECD defined Financial Literacy as a 

combination of financial awareness, Knowledge, skills, attitude and behaviour necessary to make sound 

financial decisions and ultimately achieve individual financial well being. 

Huston (2010) defined financial literacy as how well an individual can understand and use personal 

finance-related information. 

It was observed from various studies that an individual  investor do not behave in rational manner 

while taking financial decisions due to low levels of  financially literacy. Numerous researchers have their 

research on issues in behavioural finance for identification of variables influencing the level of financial 



Vijay laxmi el al., International Journal of Research in Management, Economics and Commerce,                 

ISSN 2250-057X, Impact Factor: 6.384, Volume 08, Issue 1, January 2018, Page 89-94 

http://indusedu.org Page 90 

 

This work is licensed under a Creative Commons Attribution 4.0 International License 

literacy. It has been examined from the prior literature that various socio demographic factors influenced the 

level of financial literacy of women. Identification of   various factors influencing the level of financial literacy 

will    improve the measures adopted to spread financial awareness and contribute towards policy making for the 

well being of investor. Lust for earning more incomes, capital appreciation, and increased return on investment 

has pushed everyone to gain financial knowledge and increased the need to become financially literate. 

Major studies: It included Chen & Volpe (1998), Garman, E.Thomas; et.al.(1999), Chen& 

Volpe(2002),  NASD Investor Edu. Foundation (2006) , Goldsmith & Goldsmith( 2006),  Lusardi & Mitchell( 

2008),  Klatt (2009 ) , Clercq & Ventor(2009), Zoghlami and Matoussi(2009), Al-Tamini & Kalli (2009),   

Chandra Abhijeet and Kumar Ravinder(2011), Atkinson, A.and F.Messy(2012),  Lee and Miller(2012) , 

Ciumara, Tudor (2012),  Taqadus  et.al.(2013),  Joseph job(2012), Vasagadekar, Priya(2014) ;discussed 

investment habits and risk bearing capacity ,     killyanni(2015),  Aggrwala, et.al.(2015) , Anjali Devi(2016), 

Potrich and et.al. (2016). 

 

II. ANALYSIS OF REVIEWS 
Aggrwala, et .al. (2015) investigated that young working class show different financial knowledge, 

attitude and behaviour. They found that socio-demographic factors influence level of financial literacy.  Lee and 

Miller (2012) Applied social marketing techniques to influence financial behaviour. Ciumara, Tudor (2012) 

stated influential factors as internal and external factors. Worthington (2006) stated circumstances and economic 

conditions influence household decisions. Sharma, Joshi (2015), discussed that marital status and age of women   

influence pattern of investment.  , Jeyaram & Mustapha (2015) emphasised  on  significance of financial 

education,  Jariwala (2013)   stated the importance of financial literacy  in research conducted in  Gujarat  state 

.She concluded that  financial literacy  of individual benefits them in  prioritizing   financial goals , 

understanding  risks  and  rewards  related to various  financial products  and their selection  for investment 

purpose.  She emphasised on changing savers to investors for national development with the help of financial 

literacy.  Sharma, Joshi (2015), analyzed that married women were more risk conscious than men. 

1. Socio –demographic factors 

NASD Investor Edu. Foundation, U.S.A (2006) explored demographic and economic factors 

influencing investment decisions.  Al-Tamini & Kalli 2009, UAE, conducted a survey on 290 UAE investors to 

study the factors influencing their investment decisions and its relationship with level of financial literacy. Work 

place activity, levels of income and education were major factors influencing financial literacy.  On the basis of 

gender also significant differences was found in the level of financial literacy. Men were found more financially 

literate than women. Regression analysis and one way ANOVA was used as statistical tools. 

Atkinson, A.and F.Messy (2012) also found socio –demographic factors i.e gender, age and income. 

Clercq and Venter (2009) conducted a study to identify the factors influencing the financial literacy level of 

prospective   chartered accountants in South Africa. Instrument used for study was developed 

internationally. They identified that age, gender, income; language and race are few factors which 

influenced level of financial literacy. They found the factors influencing the level of financial literacy 

similar to the factors identified in International studies. Joseph, job (2012) considered association of 

demographic profile of economically marginalized people with financial literacy in Kerala.  Association of socio 

economic factors of age, gender, marital status, caste, personal and family income, number of children with 

overall financial literacy was statistically tested by formulating hypothesis.  Mean, percentage, ANOVA, Two 

samples’ T-test and chi square tests were applied and high financial literacy rate was found in Kerala where 

financial decisions were taken jointly in family. Geographical differences were found in financial literacy which 

was positively correlated to education and income. Due to presence of SHGs financial literacy level was high of 

the respondents under study. 

Taqadus et. al. (2013) analyzed in their study conducted in Pakistan about the relationship of 

demographic factors with financial literacy. Positive relationship was found between financial literacy and 

various demographic variables i.e. age, occupation, qualification and marital status. Married, highly qualified, 

older in age and doing business were more financially literate. Jeyaram & Mustapha (2015) conducted a study 

on   Malaysian university students to find relationship of demographic factors and financial literacy. 

It was analyzed from Sharma, Joshi (2015), that marital status and age of women influenced the pattern 

of investment. Older women preferred to opt for safe and less risky investments as compared to unmarried and 

younger women. Married women have more responsibilities than unmarried therefore they don’t like to take 

more risk. They try to maintain balance between risk associated and return to be earned from  investments 

.Opposite to this younger women are more interested to take risk and have more financial knowledge about 

investment, risk and return. They chose mutual funds and equities. 

It was explored in a sample of 312 investors from Sonali (2015) in  Pune city that   age, gender, income  

educational qualification, marital status and designation influenced  the selection of investment avenue. 
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2. Psychosocial factors 

Clercq & Ventor,(2009),Chen& Volpe,(2002);  found  that race influenced the  level of financial 

literacy  of an individual Jeyaram & Mustapha (2015) expressed that Chinese were more financially literate than 

others. Joseph job (2012) evaluated association of caste and financial literacy. Taqadus et al.(2013), 

killyanni(2015) also stated that  religion, religiosity, influence level of financial literacy. Murphy (2013), 

Taqadus et al.(2013)   analyzed hopelessness, religiosity and financial satisfaction , retirement plan, and risk 

preference  whereas intention of individuals  was additional factor taken by Murphy. Taqadus et al. (2013) 

proved with the help of   Mean, standard deviation, regression analysis, coefficient of determination, analysis of 

variance that all psychosocial factors were positively related with financial literacy. 

Killyanni(2015) conducted a study in most literate state Kerala to measure the level of    financial 

literacy among young educated  adults. They evaluated the influence of socio-economic and demographic 

factors on financial literacy. Gender, age, marital status, education, religion, income, occupation, work 

experience, income & education of parents, disciplines of study were the factors influencing financial literacy. 

They conducted a survey on 736 young adults through structured questionnaire. ANOVA and chi-square were 

applied as statistical tools for analysis of data. Level of financial literacy was found low in most literate state.  

Respondents tried to express their over confidence in matters concerned with knowledge of personal finance but 

majority of respondents asked for need of financial education for themselves. 

3. Psychological factors 

Zoghlami &Matoussi(2009)  reported that Investor Behaviour was influenced by psychological factors such as 

precaution, conservatism ,under confidence, Informational inferiority complex  and under optimism by using  

descriptive ,factorial, univariate & multivariate analysis on 92 brokers  in Tunisia .whereas Chandra Abhijeet 

and Kumar Ravinder (2011) taken financial addiction as another factor  and  excluded  under optimism   from 

their research. They took contextual and psychological factors and their extent to which they influenced most 

the investor decision. Authors   Propounded for investors the theory of irrationality and inquired into the 

behaviour for making financial investment decisions some factors  like conservatism and under confidence were 

consistent and found in   previous literature but behavioural  factors like prudence and precautious attitude and 

informational asymmetry were not  considered before  in previous literature in  Indian context. 

4. Financial  knowledge, behaviour and attitude 

NASD Investor Edu. Foundation (2006) U.S.A. conducted a survey of 911 U.S. households having 

income of $ 75000 or above and found that sources of investment information, financial management behavior, 

investment decision making and parents influenced their money management and investment decisions. 

Bahl, sarita  (2012)  Explored the  concept of advanced financial literacy for working women of 

Punjab. She focused on understanding the concepts of investment planning, asset allocation, and diversification. 

She found that financial knowledge influenced their investment behavior. Relationship between advanced 

financial literacy & age had been found. 

Hypothesis was formulated   in Sonali (2015) to check the influence of Investor’s financial awareness 

on   the selection of   investment option. It was validated by calculating Spearman’s correlation significance 

values. It was observed from the study that financial awareness and knowledge influence the investor’s behavior 

and financial planning.  Aggrwala, et.al.(2015)  investigated that Women have superior  financial behaviour as 

compared to men. They  focussed on increased involvement of family members in financial decision making to 

improve their level of financial literacy  .Financial decision must be taken  in  consultation with other family 

members to increase financial literacy. 

Anjali Devi(2016)  stated in a survey of Kamrup district in Assam that financial literacy level of an 

individual depends on one’s  financial  needs and behavior .Structured questionnaire  were used to conduct this  

survey on 100 women  from rural and urban areas.50 working and 50  non working  women were taken equally  

from both areas to find the difference in their  financial literacy levels. T-test was applied   to check the level of 

significance for hypothesis of rural urban financial literacy difference and for differences among working and 

non working women. Tabulation and percentages were also used for analysis. Potrich et al. (2016) assumed 

financial literacy as combination of three components i.e financial knowledge, financial a ttitude and 

financial behavior.  It was found on analysis that financial attitude and financial knowledge influenced 

positively the financial behaviour. Author developed models and made comparisons for assessing financial 

literacy of university students in Southern Brazil by integration of these three components. Data collected 

from 534 university students was taken as sample for study.  Two strategies were used for application of 

Structural equation modelling. They used It was found on analysis that financial  attitude 

and financial knowledge influenced positively the financial behaviour and was taken as best model. There 

was a gap because different profiles were not undertaken. Therefore results were also not applicable for 

wider population. Financial literacy can be needed in case of more complex and new financial products 

.Central Bank and the Federal Government promoted financial literacy in Brazil through the National 

Strategy for Financial Education. Brazilian university students were able to set long term financial goals for  

future savings and spending. Questions related financial knowledge such as interest, inflation, risk and 
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return from different assets and significance of financial attitude influenced financial behavior positively. 

Atkinson, A.and F.Messy(2012), Organization for economic corporation & development OECD INFE 

conducted a pilot study by using questionnaire on financial literacy in 14 countries .Purpose of the study was to 

analyze the financial knowledge, financial attitude , financial behavior and  to formulate policies for filling the 

gap between financial education and financial behavior. Survey was conducted within the countries and across 

the countries on the basis of socio –demographic factors i.e gender, age and income.  Lack of financial 

knowledge was found in many countries. Financial behaviour can be improved than earlier. Financial attitude 

are different broadly. Bhattacharjee (2014) conducted a study on 90 investors in Barpeta Assam to find out the 

factors influencing financial literacy. Stratified Random sampling technique was used to take the sample. 

Percentage was used to find out the awareness level of respondents about financial instruments. 

Firli (2017) also traced in research   financial literacy factors as   knowledge, behavior, attitude and 

training for financial matters  with socio- demographic factors as most  influencing factors  

Personal life experiences & life expectancy 

Chen & Volpe,(1998);OPPen heimer Funds (2005) discussed longer life expectancy of women than 

men and  less earnings than men ,OPPen heimer Funds (2005)Personal life experiences of women influenced 

their  financial knowledge, attitude and behaviour 

Other factors as established and found from reviews 

1. Age, business education, risk and financial literacy    

Chen & Volpe (1998) claimed that business-major students have better understanding on financial and 

investment matters compared to other non-business major.  Taqadus et.al.(2013)   also supported this inference 

.He  found the  people , more financially literate who are older in age  and belonging to business class. Sharma, 

Joshi (2015) analysed the fact that Older women were more risk conscious as they prefer safe and less risky 

investments as compared to unmarried and younger women. 

Thanvi (2016) It was found in a study conducted to know the financial literacy   in Ernakulum district 

in Kerala on 30  young women  professionals were aware about the available opportunities but they were not 

ready to benefit. They preferred Systematic investment plan (SIP) but have no demat account. 

2. Financial education, training and financial literacy 

Lusardi and Mitchell (2007) evaluated that main cause of financial illiteracy was lack of information 

about financial products. Therefore they became unable to plan for retirement.  Chandra Abhijeet & Kumar 

Ravinder (2011) considered financial addiction influenced trading behavior of investor in stock market.  

Whereas  ,Ciumara,Tudor (2012)Jeyaram & Mustapha (2015)  considered financial education and Jeyram found  

students enrolled for  Accountancy  course and Business Administrations were  more financially literate than  

students in another courses . Students enrolled for financial education were more financially literate. Those 

seeking training for financial education will be more efficient in taking financial decision. Bahl, Sarita (2012) 

financial knowledge and Sonali (2015) financial awareness and knowledge influence the investor’s behavior and 

financial planning. 

3. Confidence , numeric ability and financial literacy 

Chen & Volpe, (2002) reported that women like better the subject of English & humanities whereas 

men gave weightage to mathematics and science. Goldsmith & Goldsmith (2006) stated low levels of financial 

literacy among women. Goldsmith & Goldsmith, (2006); Lusardi & Mitchell, (2008) reported more confidence 

in men than women in financial management. Financial literacy level was found low in US older women and 

maximum of them have not planned for their retirement planning. 

4. Investors preferences, Investment pattern & financial literacy 

Harsha jariwala  (2013) conducted a research  and  measured  financial literacy in Gujarat state  by  

conducting Performance test on respondents and categorized them  as investors having (a) low level 

financial literacy  (b)comparatively having   high level of financial literacy. Demographic factors, Investors 

preferences &Investment pattern for different alternative options were analyzed in depth by applying 

statistical tools .Chi-square, binary logistics, simple regression, correlation were used to assess the influence 

of financial literacy on decisions of investors. 

5. Type of family and financial literacy 

Aggrwala, et al. (2012) conducted a survey on 3000 people to measure financial literacy among three 

demographic groups of retired employees, young employees and students in India. Aggrwala, et al. (Oct.2013) 

in working paper Financial literacy among working Young in Urban analized the relationship between different 

dimensions i.e. (financial knowledge, financial attitude, and financial behavior)of financial literacy on 754 

working young. It was concluded that various socio demographic variables  and contextual variables 

.demographic variables has effect similar to effect in  other countries whereas contextual variables in India such 

as   nuclear or joint  family and financial decision making  have its  remarkable influence on financial literacy in 

India. 
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III. CONCLUSION 
Financial literacy is the need of the hour due to growth in the financial markets. But level of financial 

literacy was not high and reported low in research by many countries. Indian investors also have low financial 

literacy. On the basis of past research, I observed various significant factors i.e.  Age, occupation, Income level, 

type of family, attitude and behavior towards investment avenues are influencing financial decision making and 

hence financial literacy levels too. Kebede et al.(2015) emphasized the importance of  need of personal financial 

management and decision making for empowerment and better well being of people. 

Age, education, gender and occupation were found as considerable influencing factors among various factors 

in synthesis of studies. (Lusardi & Mitchell, 2006; 2008; Worthington, 2006) termed age as most significant 

factor. Worthington, (2006) evaluated highest financial literacy for individuals aged between 50 to 60 years.  

Lusardi and Mitchell, (2011)   reported middle aged  persons as  more financially literate  as compared to old 

and young. They also stated the low level of financial knowledge of women than men. Bhushan et al, (2013) 

argued that age has no effect on financially literacy. They revealed the facts that level of employment, 

education, gender and income influence financial literacy. Mandell, 2008; Lusardi, 2008; Al-Tamimi & 

Hussain, (2009) found relationship between financial literacy and level of education.  Respondents having 

higher qualifications have high level of financial literacy than others.  Lusardi and Mitchell claimed that 

financial literacy has positive relation with qualification. Occupation is another important factor in measuring 

financial literacy.  All children, adults, females or males need financial education. Therefore government and 

policymakers has to formulate more policies and organise financial literacy programms for their financial well 

being. 
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