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ABSTRACT

Financial literacy is the basic skills, ability and knowledge required to effectively and efficiently manage the personal
finance. The study assessed the financial literacy of the 200 respondents of Mizoram and its association with various
demographic variables was analysed. The result indicates that majority of the respondents possessed average financial
literacy and the very less percentage of the respondents possess poor financial literacy. The findings of the study also show
that financial literacy is affected by employment status of the respondents and is not affected by gender, age, income,
educational qualification.
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Introduction

Financial literacy has become an important research topic in recent years. With the present complex market
structure and the availability of different financial products in the market the importance of being financially literate
has become more and more important. Financial literacy will help an individual to effectively manage his financial
and make an informed choice and investment decision in the market.

Financial Literacy is defined by defined by different organisations, authorities and scholars. Some of the
most common definition of financial literacy are quoted below:

e “Financial literacy is the ability to make informed judgements and to take effective decisions regarding the
use and management of money. Financial Literacy is therefore a combination of person’s skills,
knowledge, attitudes and ultimately their behaviours in relation to money.” (ANZ Bank, 2011)

e  “A combination of awareness, knowledge, skill, attitude and behaviour necessary to make sound financial
decisions and ultimately achieve individual financial wellbeing.” (OECD INFE, 2012)

Thus, financial literacy is the basic skills, ability and knowledge required for an individual to effectively and
efficiently manage his personal finance.

LITERATURE REVIEW

Hogart and Hilgert (2002) in their study of financial literacy among adults in US shows that respondents who are
unmarried, less educated, low income group, young and old, minority possessed less financial knowledge than
others.

Mandell and Klein (2009) analyse the differential impact of financial management course on 79 high schools’
students. The findings of the study shows that those respondents who took financial management course does not
possessed better financial literacy than those who had not taken the course.

Agarwal et. at. (2010) in their study analyse the financial literacy of selected groups who has participated in an
online investment service. The result shows that male respondents perform better than female in answering the
survey questions and also the increase in the educational level of the respondents increase the level of
aggressiveness of investment. The study also shows that respondents are financially literate.

Agarwalla et al (2012) in their study among 3000 respondents shows less than ¥4 of the respondents have good
financial knowledge.
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Bhushan & Medury (2013) in their study found that financial literacy gets affected by demographic characteristics
like education, gender, income, nature of employment and place of work. Futher, the result also shows that high
financial literacy is found among the respondents with higher income.

Gupta and Kinange (2016) in his study among 60 respondents found that financial literacy level is very low
among the respondents and the study also finds that financial literacy has no impact on the level of satisfaction of
the bank employees.

RESEARCH METHODOLOGY
A. Objectives of the Study

1. The main objective of the study is to assess the financial literacy level of the respondents.

2. To study the association between socio-economic profile and financial literacy level of the respondents
B. Sample Size

The sample size consists of 200 respondents from Aizawl and random sampling was used to collect the
data.
C. Data Collection

Questionnaire framed by OECD-INFE (2011) was used to collect primary data in which questions on
financial knowledge, financial behaviour, financial attitude, financial awareness and preference of the respondents
were asked.

Secondary data are collected from books, journals, internet etc.
D. Scoring procedure for financial literacy

Financial Literacy score for an individual is determined by taking a weighted average of Financial
Knowledge score, Financial Behaviour score and Financial Attitude score. Weights used are: 50 per cent for
Financial Knowledge, 30 per cent for Financial Behaviour and 20 per cent for Financial Attitude. Aggregate score
of 1 to 3 was designated as Poor Level of Financial Literacy, score 4 and 5 as Average level of financial literacy and
score 6 and above as high level of financial literacy.

RESULTS AND DISCUSSIONS
1. Key Socio-economic Profile
The key socio-economic information of the respondents consists of their gender, age, number of family
members, educational qualification and annual family income.
Table 1: Gender

Frequency Percent
Male 111 55.5%
Female 89 44.4%
Total 200 100%

Sample Survey
Table 1 indicates the gender wise classification of the respondents. The result shows that among the
respondents 55.5 per cent respondents are male and the rest 44.4 per cent are female.

Table 2: Age

Frequency Percent
Upto 30 40 20%
Between 31-40 56 28%
Between 41-50 52 26%
Between 51-60 45 22.5%
Above 60 7 3.5%
Total 200 100%

Sample Survey

Table 2 shows the age wise classification of the respondents. The result shows that 20 per cent of the
respondents belongs to the age group of upto 30, 28 per cent of the respondents belongs to the age group of between
31-40, 26 per cent belongs to the age group of between 41-50, 22.5 per cent belongs to the age group of between 51-
60 and 3.5 per cent belongs to the age group of above 60.
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Table 3: No. of Family members
Frequency Percent
2-4 60 30%
5-7 115 57.5%
Above 7 25 12.5%
Total 200 100%

Sample Survey

From the above table 3 it has been observed that 30 per cent of the respondents belongs to the categories of

2-4 family members, 57.5 per cent belongs to the categories of 5-7 family members and 12.5 per cent belongs to the
categories of above 7 family members.

Table 4: Educational Qualification

Frequency Percent

10th 55 27.5%
12th 57 28.5%
Graduation 65 32.5%
Post-Graduation 23 11.5%
Total 200 100%

Sample Survey

Table 4 shows educational qualification of the respondents. From the total respondents, 27.5 per cent are
10™ passed, 28.5 per cent are 12" passed, 32.5 per cent are graduate and 11.5 per cent are post-graduate.

Table 5: Annual family income

Frequency Percent
3-4 lakhs 132 66%
4-5 lakhs 34 17%
5-6 lakhs 16 8%
Above 5 lakhs 18 9%
Total 200 100

Sample Survey

Table 5 determines the annual income of the respondents. From the total respondents, majority 66 per cent
have an income of 3-4 lakhs, 17 per cent have an income of 4-5 lakhs, 8 per cent have an income of 5-6 lakhs and 9
per cent have an income of above 5 lakhs.

Table 6: Employment

Frequency Percent
Gowt. 126 63%
Non-Govt. 27 13.5%
Self-Employed 47 23.5%
Total 200 100%

Sample Survey

Table 6 determines the employment status of the respondents. From the total population, majority 63 per
cent are government employees, 13.5 per cent are non-government employees and 23.5 per cent are self-employed.

2. Financial Literacy
Table 7: Gender and Financial Literacy

Financial Literacy level
Poor Financial Averagel Good Financial Total
Literacy F'.n ancla Literacy
Literacy
Male Frequency 0 64 47 111
Percent 0.00% 57.70% 42.30% 100.00%
Frequency 3 50 36 89
Female
Percent 3.40% 56.20% 40.40% 100.00%
Total Frequency 3 114 83 200
Percent 1.50% 57.00% 41.50% 100.00%

Sample Survey
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Table 7 shows the financial literacy level of the respondents based on their gender. The result shows that male
respondents possessed slightly higher percentage of good and average financial literacy level. And only 3.40 per
cent of the female respondents possessed poor financial literacy. The overall result shows that not much difference
was found between financial literacy of male and female respondents.

Table 8: Age and Financial Literacy

Financial Literacy level
Poor Financial Average Good Financial Total
Literacy Fl_nanCIaI Literacy
Literacy
Upto 30 Frequency 0 29 11 40
Percent 0.00% 72.50% 27.50% 100.00%
Between 31- Frequency 3 30 23 56
40 Percent 5.40% 53.60% 41.10% 100.00%
Between 41- Frequency 0 29 23 52
50 Percent 0.00% 55.80% 44.20% 100.00%
Frequency 0 26 26 52
Above 50 Percent 0.00% 50.00% 50.00% 100.00%
Total Frequency 3 114 83 200
Percent 1.50% 57.00% 41.50% 100.00%

Sample Survey

Table 8 represent financial literacy level of the respondents on the basis of their age. The result shows that in the
categories of good financial literacy the highest percentage of good financial literacy is possessed by age group of
above 50 (50 per cent) and the least is among the age group of upto 30 years (27.50 per cent). More than 50 per cent
of all the age group possessed average financial literacy and poor financial literacy is possessed by only age group
of between 31-40 years (5.40 per cent). It is evident from the result that there is a positive relationship between age
and financial literacy of the respondents.

Table 9: No. of Family Members and Financial Literacy

Financial Literacy level
Poor Financial Average Good Financial Total
Literacy F'.n ancial Literacy
Literacy
94 Frequency 3 31 26 60
Percent 5.00% 51.70% 43.30% 100.00%
5.7 Frequency 0 68 47 115
Percent 0.00% 59.10% 40.90% 100.00%
Frequency 0 15 10 25
AbOVe 7 oo cent 0.00% 60.00% 40.00% 100.00%
Total Frequency 3 114 83 200
Percent 1.50% 57.00% 41.50% 100.00%

Sample Survey

Table 9 represents financial literacy of the respondents on the basis of no. of family members. The result shows that
in the good financial literacy category the percentage of good financial literacy decreases with the increase in family
members. The highest percentage of good financial literacy was possessed by family members between 2-4 (43.30
per cent) and the least was among the family members of above 7 (40 per cent). Majority of the respondents
possessed average financial literacy and only 5.3 per cent of the family members between 2-4 possessed poor
financial literacy.

Table 10: Educational Qualification and Financial Literacy

Financial Literacy level
Poor Financial Average Good Financial Total
Literac Financial Literac
y Literacy y

Frequency 0 36 19 55
Upto 10th Percent 0.00% 65.50% 34.50% 100.00%
12th Frequency 3 34 20 57

Percent 5.30% 59.60% 35.10% 100.00%
Graduation Frequency 0 33 32 65
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Percent 0.00% 50.80% 49.20% 100.00%
. Frequency 0 11 12 23
Post-Graduation =50 ot 0.00% 47.80% 52.20% 100.00%
Total Frequency 3 114 83 200
Percent 1.50% 57.00% 41.50% 100.00%

Sample Survey

Table 10 represents financial literacy level of the respondents on the basis of their educational qualification. The
percentage of good financial literacy is highest among the post graduate (52.20 per cent) and is lowest among the
respondents who are 10" passed category (34.50 per cent). Except for post graduate respondents, more than 50 per
cent of all the categories possessed average financial literacy. And only 5.30 per cent of the 12" passed possessed
poor financial literacy. The overall result shows that financial literacy level increases with increase in the
educational qualification of the respondents.

Table 11: Annual Income and Financial Literacy

Financial Literacy level
Poor Financial A_veragel Good Financial Total
Literacy F|_nan0|a Literacy
Literacy
3-4 lakhs Frequency 3 77 52 132
Percent 2.30% 58.30% 39.40% 100.00%
Frequency 0 19 15 34
A-5lakhs g cent 0.00% 55.90% 44.10% 100.00%
Frequency 0 8 8 16
5-6lakhs 5 et 0.00% 50.00% 50.00% 100.00%
Above 6 Frequency 0 10 8 18
lakhs Percent 0.00% 55.60% 44.40% 100.00%
Total Frequency 3 114 83 200
Percent 1.50% 57.00% 41.50% 100.00%

Sample Survey

Table 11 represents financial literacy of the respondents with relation to their age. The table shows that the
percentage of Good financial literacy is highest among the income categories of 5-6 lakhs (50 per cent) and in
lowest among the income categories of 3-4 lakhs (39.40 per cent). Which shows that the level of good financial
literacy increases with the increase in income level of the respondents. More than 50 per cent of all the income
categories possessed average financial literacy and only 2.30 per cent of the 3-4 lakhs income category possess poor
financial literacy.

Table 12: Employment and Financial Literacy

Financial Literacy level
Poor Financial Averagel .GOOd. | Total
Literacy Fl_nanma Fmanua
Literacy Literacy
Govt Frequency 0 71 55 126
) Percent 0.00% 56.30% 43.70% 100.00%
Frequency 3 13 11 27
Non-Govt. Percent 11.10% 48.10% 40.70% 100.00%
Frequency 0 30 17 47
Self-Employed =50 cent 0.00% 63.80% 36.20% 100.00%
Total Frequency 3 114 83 200
Percent 1.50% 57.00% 41.50% 100.00%

Sample Survey

Table 12 determines the financial literacy of the respondents in relation to their employment status. The result
shows that the government employees (43.70 per cent) possess the highest percentage of good financial literacy
followed by non-government employees (40.70 per cent) and self-employed (36.20 per cent). It is evident from the
result that average financial literacy is possessed by more than 50 per cent of all the three categories except the non-
government employees who possessed close to it i.e. 48.1 per cent. No respondents form the government and self-
employed possessed poor financial literacy.

Hypotheses
Hoz There is no association between Gender and Financial Literacy level
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Table 13: Fisher’s Exact Test on Association between Gender and Financial Literacy

Value df Asymp. Sig. Exact Sig.
(2-sided) (2-sided)
Pearson Chi-Square 3.803° 2 0.149 0.179
Likelihood Ratio 4,92 2 0.085 0.154
Fisher's Exact Test 3.381 0.179
Linear-by-Linear Association 504° 1 0.478 0.497
N of Valid Cases 200

Fisher’s Exact test significance value is 0.179. Since the significance value is greater than 0.05 null hypothesis is
accepted. Hence, there is no association between gender and financial literacy level of the respondents. The result is

inconsistent with the findings of Job Joseph (2012)

Hg> There is no association between Age and Financial Literacy level

Table 14: Fisher’s Exact Test on Association between Age and Financial Literacy

Value df Asymp. Sig. Exact Sig.
(2-sided) (2-sided)
Pearson Chi-Square 12.867° 6 0.045 0.037
Likelihood Ratio 12.877 6 0.045 0.041
Fisher's Exact Test 9.541 0.078
Linear-by-Linear Association 4.905° 1 0.027 0.027
N of Valid Cases 200

Fisher’s Exact test significance value is 0.078. Since the significance value is greater than 0.05, the null hypothesis
is accepted. Hence, there is no association between age and financial literacy level among the respondents. The

finding is in consistent with the previous research by Gloria (2014)

Hos There is no association between No. of family members and Financial Literacy level

Table 15: Fisher’s Exact Test on Association between No. of Family Members and Financial Literacy

Value df Asymp. Sig. Exact Sig.
(2-sided) (2-sided)
Pearson Chi-Square 7.504° 4 0.112 0.118
Likelihood Ratio 7.735 4 0.102 0.112
Fisher’s Exact Test 5.712 0.182
Linear-by-Linear Association .047° 1 0.829 0.914
N of Valid Cases 200

Fisher’s Exact test significance value is 0.182. Since the significance value is greater than 0.05 the null hypothesis is
accepted. Hence, there is no association between number of family members and financial literacy level of the

respondents.

Hos There is no association between Educational qualification and Financial Literacy level
Table 16: Fisher’s Exact Test on Association between Educational qualification and Financial Literacy

Value df Asymp. Sig. Exact Sig.
(2-sided) (2-sided)
Pearson Chi-Square 11.842° 6 0.066 0.060
Likelihood Ratio 11.820 6 0.066 0.063
Fisher’s Exact Test 8.832 0.114
Linear-by-Linear Association 4.001° 1 0.45 0.047
N of Valid Cases 200

Fisher’s Exact test significance value is 0.114. Since the significance value is greater than 0.05 the null hypothesis is
accepted. Hence, there is no association between educational qualification and financial literacy level of the

respondents. The finding is contrast with the findings of Gloria (2014), Job Joseph (2012)
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Hgs There is no association between Income and Financial Literacy level

Table 17: Fisher’s Exact Test on Association between Income and Financial Literacy

Value df Asymp. Sig. Exact Sig.
(2-sided) (2-sided)
Pearson Chi-Square 2.252° 6 0.895 0.911
Likelihood Ratio 3.188 6 0.785 0.862
Fisher’s Exact Test 1.686 0.953
Linear-by-Linear Association 9617 1 0.327 0.364
N of Valid Cases 200

Fisher’s Exact test significance value is 0.953. Since the significance value is greater than 0.05 the null hypothesis is
accepted. Hence, there is no association between income qualification and financial literacy level of the
respondents. The result is in consistent with the findings of Gloria (2014)

Hoe There is no association between Employment and Financial Literacy level

Table 18: Fisher’s Exact Test on Association between Employment and Financial Literacy

Value df Asymp. Sig. Exact Sig.
(2-sided) (2-sided)
Pearson Chi-Square 20.453° 4 0.000 0.002
Likelihood Ratio 13.265 4 0.010 0.009
Fisher’s Exact Test 11.167 0.014
Linear-by-Linear Association 1.065° 1 0.302 0.334
N of Valid Cases 200

Fisher’s Exact test significance value is 0.014. Since the significance value is less than 0.05 the null hypothesis is
rejected. Hence, there is a significant association between employment status and financial literacy level of the
respondents. The result is in consistent with the findings of Gloria (2014).

FINDINGS

e The overall assessment of financial literacy level of the respondents shows that majority i.e. 57 per cent of
the respondents possessed average financial literacy and 41.5 per cent of the respondents possessed good
financial literacy.

e Gender wise analysis of financial literacy among the respondents shows that male respondents slightly
possessed higher percentage of good financial literacy than female respondents.

e Age wise analysis of financial literacy of the respondents shows that age group of above 50 possessed the
highest percentage of positive financial literacy. Further the result also shows that financial literacy
increases with the increase in age of the respondents.

e Number of family members between 2-4 possessed the highest percentage of positive financial literacy and
the least percentage was among the family members of above 7. The percentage of positive financial
literacy has an inverse relationship the number of family members

e Education wise analysis of financial literacy of the respondents shows that the percentage of good financial
literacy increases with the increase in education level of the respondents. The highest percentage of
positive financial attitude was among the post graduates.

® Income wise analysis shows that, the percentage of positive financial literacy is lowest among the income
group of 3-4 lakhs and highest among the income grou

e Self-employed has the lowest percentage of good financial literacy whereas government employees have
the highest percentage

e Fisher’s Exact Test was conducted to find the association between financial literacy and socio-
demographic profile of the respondents, The result shows that gender, age, income, education, number of
family members have no association with the financial literacy level fo the respondents whereas significant
association was found between employment and financial literacy level of the respondents.

CONCLUSION

The study examines the financial literacy of the respondents of Mizoram and the result shows that the
financial literacy level is moderate. Fisher’s exact test was used to analyzed the association between financial
literacy and socio-demographic profile of the respondents. The result shows that gender, age, income, education,
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number of family members have no association with the financial literacy level of the respondents whereas
significant association was found between employment and financial literacy level of the respondents
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