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ARTICLE INFO ABSTRACT

The purpose of this study is to investigate the level of financial literacy among
young people who are employed in metropolitan areas in India, with a particular
emphasis on gaining an understanding of their financial behaviors and attitudes.
The purpose of this study is to determine the level of financial literacy within this
group, as well as to investigate the methods of making financial decisions and the
budgeting habits that are prevalent among them. The information was gathered
through a study that was based on questionnaires, and the sample was drawn
from six major cities in India. These cities encompassed a wide range of
socioeconomic backgrounds. Due to the fact that they have the capacity to alter
situations, characteristics such as gender, age, education level, marital status,
family income, and living circumstances were taken into consideration. After
doing preliminary analysis, the usable sample was reduced to 754 individuals,
despite the fact that the target sample size was 1,000. The findings bring to light
major gaps in financial literacy among young people who are employed in
metropolitan areas, highlighting the necessity of tailored interventions. It is clear
that addressing socio-demographic gaps and supporting targeted financial
education programs are two of the most important tactics that can be used to
improve the outcomes of decision-making and financial happiness in this cohort.
This study makes a contribution to the continuing conversation about improving
financial literacy by offering insights that may be utilized by policymakers,
educators, and other stakeholders. The findings of this study highlight the
significance of holistic methods in the process of developing financial
empowerment among urban working young in India. These findings have
implications for future research and policy interventions that are aimed at
boosting financial inclusion and resilience among this demographic.

Keywords: financial literacy, retirement planning, saving, investing, debt
management, tax planning, employer contributions, financial security, risk
management, social security, retirement preparedness.

Introduction

Over the course of the past several years, there has been a discernible decrease in the engagement of
governments and employers in the supervision of investments for individuals. This is a direct result of
developments in social support systems around the world. As a consequence of this, individuals are now taking
on a greater responsibility for the management of their own finances and the guaranteeing of their long-term
financial stability. A thorough understanding of the financial landscape is something that individuals need to
cultivate in order to be able to make use of the growing number of complex financial products that are
accessible. Therefore, having this information is essential in order to make decisions that are well-informed
and in line with their own financial goals and expectations.

Research conducted in a variety of places around the world reveals that there is a lack of adequate financial
literacy, which raises serious worries about the ability of individuals to protect their financial well-being.
According to Yang et al. (2023), there is a substantial body of evidence suggesting that a significant number of
people struggle with insufficient savings, making irresponsible investing choices, and frequently being in debt.
It is especially obvious among young people in a variety of countries that this trend is occurring. As an
illustration, Reed and Cochrane, who have conducted extensive research on student debt in the United States
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over the course of several years, mentioned in their most recent report that approximately two-thirds of college
graduates in 2011 were confronted with significant debt burdens as a result of education loans and credit card
borrowings (Bottazzi & Lusardi, 2020). The continuously high unemployment rates that have been brought
about by the ongoing economic slump have further contributed to the escalation of the delinquency rates
among these young borrowers.

Emerging economies are particularly important since they are working to improve the financial well-being of
their inhabitants while simultaneously working to achieve better economic growth rates. Financial literacy is
particularly important for emerging nations. By increasing people's financial literacy, they can improve their
ability to make sound financial decisions, which in turn will further improve the overall financial status of the
population. This research not only provides a comparative comparison of the level of financial literacy among
young urban workers in India and other similar groups in different nations, but it also marks the first
comprehensive attempt to identify the factors that determine financial literacy especially within the setting of
India. Over sixty-five percent of India's population is under the age of thirty-five, and the country is
experiencing increasing urbanization. As a result, the findings of this study are quite relevant (Swiecka et al.,
2020).

A study conducted by Yang in 2023 on the level of financial knowledge among young people is depicted in the
following graph:

The ability to obtain, analyze, and evaluate relevant information in order to make informed financial decisions
is an essential component of financial literacy, which is a concept that is essential for ensuring the financial
futures of individuals. Huston (2010) contends that the concept of financial literacy must encompass not just
the acquisition of knowledge but also the application of financial abilities in real-world situations. In order to
simplify comparisons between countries and to serve as a standard for international surveys, the OECD has
developed a definition of financial literacy that encompasses awareness, knowledge, skills, attitudes, and
behaviors.

The findings of research conducted all over the world have indicated significant weaknesses in financial
literacy, which has led to the establishment of financial literacy programs with the objective of enhancing the
financial attitudes, behaviors, and general knowledge of individuals. Researchers Goyal and Kumar (2020)
conducted an investigation into the level of financial literacy among young Americans. They discovered that
low levels of proficiency were influenced by socio-demographic characteristics and the financial circumstances
of families. Previous research conducted by Hasan et al. (2021) and related research conducted by other
researchers over a wide range of age groups and nations came to similar conclusions.
The findings of Lusardi et al. (2020) indicate that education, and more specifically college education, has a
favorable impact on financial literacy. This finding is in line with the findings of previous studies. The study
also revealed the considerable influence that mothers' education and the level of financial sophistication of
their families have on their level of financial literacy within the family. The significance of schooling and the
environment of the family in determining the level of financial literacy that an individual possesses is
highlighted by these studies.

Many research, such the one conducted by Klapper and Lusardi (2019), have shown that the degree of financial
literacy in India is significantly lower than in other countries. Utilizing the OECD questionnaire, the purpose
of this research is to improve comprehension of the concept of financial literacy in India by investigating its
three  dimensions: financial attitude,  financial = behavior, and financial = knowledge.
However, there is a lack in research about the understanding of the financial literacy, behavior, and attitudes
of urban working millennials in India. This gap is particularly concerning the alignment of these individuals
with worldwide standards and the role of socio-demographic characteristics. According to Ouachani et al.
(2020), although there are research that investigate financial literacy in India, very few of these studies
concentrate explicitly on urban youth and the financial capacities and behaviors that they engage in. There is a
paucity of complete assessments of financial knowledge, behavior, and attitudes in this group in the existing
research, and there is also a lack of comparative study with international norms. For the purpose of enhancing
financial literacy and promoting good financial decision-making among urban young in India, addressing this
research gap will provide useful insights that can be wused to build targeted interventions.
In light of the analysis presented above, the research includes the following aims that should be taken into
consideration:

Firstly, to determine the extent of financial literacy among young people who are employed in urban areas in
India. Secondly, to investigate the financial behavior and attitude of young people who are employed in urban
areas in India.
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Financial Literacy Among Youth characteristics ( Yang, 2023)

By providing light on the financial capabilities and practices of urban working young in India, data analysis
gave insights on the financial knowledge, behavior, and attitude of these individuals. With the help of this study,
we were able to determine the degree of financial literacy and behavior among the respondents, compare it to
international benchmarks, and investigate the socio-demographic factors that influence financial attitudes,
behaviors, and knowledge.

Research Methodology

An urban working youth population in India was the subject of the study, which drew a sample from six major
cities in order to capture the socio-economic diversity of society. A survey that was based on questionnaires
was used to collect the data. For the purpose of this evaluation, factors such as gender, age, level of education,
marital status, family income, financial decision-making process, and budgeting were taken into consideration.
In addition, information regarding living arrangements (nuclear versus joint family structure) was gathered
because of the potential impact it could have. The minimum number of samples that could be used was 754,
while the ideal sample size was 1,000. This was determined after preliminary analysis. Eight questions
encompassing basic numeracy, interest computation, inflation, risk-return relationship, and diversification
were used to assess the level of financial knowledge possessing the individual. The questions were graded in
accordance with the recommendations of the OECD. There were eight elements that were used to evaluate
financial behavior. These items included spending habits, bill payment, budget planning, product appraisal,
saving, and borrowing, and they were rated based on the behavior that was considered desirable. An
individual's financial attitude was evaluated by using three items that were scored on a scale of 1-5. These items
assessed the individual's belief in planning, inclination to save, and consumption. In order to investigate the
impact that socio-demographic factors have on financial knowledge, behavior, and attitude, an ordered
multinomial logistic regression was utilized.

The fundamental behaviors demonstrate that the majority of young people are keeping track of their financial
situation, putting money away in savings, and establishing a budget for each month while being conscious of
their credit score. That being said, socio-demographic characteristics do have an effect on the level of financial
literacy.

This study focuses light on distinct contextual variables that impact financial literacy and gives useful insights
for policymaking (Dewi et al., 2020). The study was conducted by studying socio-demographic factors that
influence financial attitudes, behaviors, and knowledge among urban youth in India.

As aresult, the purpose of this research is to identify socio-demographic factors that have an impact on financial
literacy and to offer useful insights that may be utilized by policymakers in order to build targeted interventions
that aim to improve financial education and well-being within this particular demographic (Lyons & Kass-
Hanna, 2021). The findings of this research have the potential to serve as a basis for further research that will
investigate the efficacy of financial literacy programs that are aimed at urban working youth in India. With
additional research, it would be possible to look deeper into the unique financial issues that are faced by
different subgroups within this demographic and analyze the long-term impact that increased financial literacy
has on the financial behaviors and results of individuals.
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Data Analysis

Data analysis revealed insights into the financial knowledge, behaviour, and attitude of urban working youth
in India, shedding light on their financial capabilities and practices. This analysis aimed to assess the level of
financial literacy and behaviour among the respondents, comparing it with international benchmarks and
exploring socio-demographic factors influencing financial attitudes, behaviours, and knowledge. The survey
results have been analysed as follows :

Table 1: Survey result on financial knowledge of youth

Dimension Percentage of | Key Findings

Respondents
Financial 24% 24% demonstrated high financial knowledge,
Knowledge lower than OECD averages. - Gaps identified in

understanding basic financial principles. -
Struggles with simple numerical tasks and
lacks understanding of inflation's impact on

returns.
Financial 68% The majority (68%) exhibited desirable
Behavior financial behaviour. - Comparable to OECD

results. - Strong inclination towards assessing
affordability and timely bill payments. -
Prevalent financial goal-setting and prudent
borrowing habits.

Financial ~50% 50 %displayed a positive attitude towards
Attitude financial planning. Women exhibited superior
financial attitudes. - Higher family income is
associated with a positive attitude. - Decision-
making autonomy linked to a decreased
likelihood of a positive attitude.

Understanding of Finances

Approximately twenty-four percent of respondents indicated a high level of financial awareness, which is a
smaller proportion when compared to the averages of the OECD survey. There were gaps in understanding of
fundamental financial principles that were brought to light by the performance on many elements of financial
knowledge. For example, a sizeable proportion of respondents had difficulty with math tasks that were quite
straightforward and lacked a meaningful comprehension of the influence that inflation had on returns. The
results indicated that there is a need for improvement in terms of financial literacy among young people who
are working in metropolitan areas in India.

Behaviour Regarding Money

More than sixty-eight percent of those who participated in the survey exhibited positive financial behavior,
showing that the bulk of them have solid financial habits. These ratios were comparable to the findings of the
OECD survey for a number of other countries. Notably, respondents in India showed a strong tendency toward
evaluating the affordability of things and making timely payments on bills, which is consistent with the patterns
that have been found in other nations. Furthermore, the respondents exhibited a relatively disciplined attitude
to the management of their personal money, as seen by the prevalence of the practice of defining financial goals
and the adoption of conservative borrowing habits during the survey.

Attitude Regarding Money

Approximately half of the people who took part in the study demonstrated a positive attitude toward financial
planning, in addition to a balanced tendency toward spending. Despite the fact that this level was equivalent to
that of several OECD countries, it was far lower than that of other countries, particularly those in the Eurozone.
This study found that gender, family wealth, and the ability to make decisions independently were major factors
in determining financial attitudes. Approximately half of the people who took part in the study demonstrated
a positive attitude toward financial planning, in addition to a balanced tendency toward spending. On the other
hand, there was a correlation between having autonomy in decision-making and a lower likelihood of having a
good attitude toward finances.

An additional level of insight into the influence of explanatory variables on financial knowledge, behavior, and
attitude was obtained through the use of multinomial logistic regression analysis. One of the variables that
demonstrated statistically significant influences on financial attitudes and behaviors was gender. Other
variables that demonstrated such impacts included family income, decision-making autonomy, and housing
circumstances. Particularly noteworthy is the fact that living in a joint family and not having a budget were
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both related with a lower likelihood of having a good attitude about money.
The findings of the analysis, taken as a whole, highlight the importance of implementing specific interventions
with the goal of improving the financial literacy and behavior of urban working youth in India. By addressing
socio-demographic gaps and supporting financial education efforts that are targeted to their requirements, it
is possible to contribute to improved results regarding financial well-being and decision-making within this
demographic.

Conclusion

In conclusion, the findings of the study indicate that the degree of financial literacy among young people who
are working in metropolitan areas in India is equivalent to that of similar groups in other countries. Similar
socio-demographic factors, such as family income and gender, have been observed to exhibit similar influences
on financial literacy in the setting of India, as has been observed in other studies. The fact that the respondents’
financial literacy is still insufficient, despite the fact that they have high levels of education, highlights the
necessity of incorporating financial literacy education within the curriculum of general education. Given the
importance that India places on education, this might be a viable and efficient method for rapidly increasing
the level of financial literacy @ among young  people  throughout the  country.
In addition, the research shows the role of contextual factors in the formation of financial literacy. These factors
include living in a joint family and participating in collaborative financial decision-making processes. These
contextual considerations highlight how important it is to take into consideration sociological and behavioral
aspects that are peculiar to the Indian setting while developing intervention strategies with the goal of
enhancing financial well-being. Therefore, any strategy that aims to improve the level of financial literacy
among young people in India ought to use a holistic approach that takes into account not only the qualities of
the individuals involved but also the broader societal impacts. From a broader perspective, the study highlights
the importance of tailor-made initiatives that take into account the specific socio-cultural environment of India
in order to effectively promote financial literacy among the country's youth population.
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