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Abstract— This study is an evaluation to underpin 'the relationship between financial literacy level and nature of the financial 
behavior of undergraduates of Sri Lanka. The sample selected is 223 management undergraduates from three main government 
universities in Sri Lanka. Knowledge on money management, savings, investment, credit and  insurance has been considered 
to measure the financial literacy level and undergraduates current and past manners related to same dimensions is used to 
measure financial behaviour using questionnaire. The results suggest that financial literacy level of majority of the 
undergraduates of the three universities is at a moderate level. Multiple Regression Analysis showed that apart from money 
management financial literacy level on all other dimensions has significant positive effect not only on overall financial 
behavior but also on individual dimensions.  
 
Index Terms— Financial Literacy, Financial Behavior, Management Undergraduates  
 
I. INTRODUCTION 
 
Living in a world which is more financially driven 
rather than more trade driven leads quality of life 
depends upon individual’s capacity to manage 
financial affairs. And the level of knowledge a person 
attains and preserve related to financial affairs would 
definitely makes life easy when making day to day 
financial decisions. In this process financial literacy 
could play a major benefactor. Financial Literacy can 
be defined as person’s ability to make informed 
judgments and to take effective decisions regarding 
the use and management of money[10].A more 
complicated definition would be “awareness, 
knowledge, skill, attitude and behaviour, necessary to 
sound financial decision-making and ultimately 
achieving individual financial well-being [6]. The 
definitions itself speaks that financial literacy involves 
not only the knowledge aspect but also using that 
knowledge to behave accordingly. Reference 
[5].combines both these concepts (financial literacy 
and financial behavior) and defines Financial 
capability as not mealy a concept of education but it is 
usage of financial knowledge and ability to act upon 
the opportunities by accessing financial services and 
institutions. 
 
Financial literacy and the manner which financial 
decisions have been taken by young adults have 
become a research topic with growing interest with the 
resent innovative products to the financial 
atmosphere[11] .In Sri Lanka due to the competitive 
entrance to access free tertiary education the cream of 
each generation enters to government universities. 
Among these undergraduates, students who are 
studying in the management field have more 
relatedness to finance and financial management 
discipline than the others. Definitely management 
undergraduates have access to financial education but 

the underpinning question is “Do they use this 
knowledge when functioning in personal financial 
affairs? Main reason for such doubt is most course 
structure of financial related subject in bachelors 
degree programs are more weighted towards corporate 
finance than personal finance. Thus investigating on 
level of financial literacy and financial behavior of 
management undergraduates would assess their ability 
to convert corporate related knowledge to personal 
financial decisions. And the result would agree to 
confirm the current definitions of financial literacy or 
may challenge them arguing knowledge and behavior 
on finance would not always sail together. 
 
Thus the present study is with the objective of “To 
investigate the relationship between Financial Literacy 
and Financial Behavior of Management 
Undergraduates of Sri Lanka”. Alongside achieving 
this main objective it also intends to measure the level 
of financial literacy and financial behavior of 
management undergraduates by selecting 223 
undegraduates from three regional government 
universities (Sabaragamuwa University, Peradeniya 
University and Rajarata University) of Sri Lanka. 
 
II. LITERATURE REVIEW 
 
A. Financial Literacy 
Financial has been defined by many authors in vast 
number of past studies. financial literacy also defined 
as the process which individuals use a combination of 
skills, resources, and contextual knowledge to process 
information and make decisions with knowledge of 
the financial consequences of that decision[3]. 
According to reference [4]“financial literacy is a 
measure of the degree to which one understands key 
financial concepts and possesses the ability and 
confidence to manage personal finances through 
appropriate, short-term decision-making and sound, 
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long-range financial planning, while mindful of life 
events and changing economic conditions” (p. 284). 
Reference [10] financial literacy as ‘the ability to 
make informed judgments and to take effective 
decisions regarding the use and management of 
money’. Reference [4] who has reviewed financial 
literature reviewed the definitions provided by past 
studies and categorized those definitions in to five 
categories: knowledge of financial concepts, ability to 
communicate about financial concepts, aptitude in 
managing personal finances, skill in financial 
decision-making, and confidence to plan for a 
financial future. Thus  financial literacy is more than a 
simple measure of knowledge, reflecting also a set of 
behaviors and skills allowing to make appropriate 
individual financial decisions [14]. 
 
B. Financial Behaviour 
Several studies in the past have tried to investigate the 
impact of financial literacy on financial behavior. 
Financial literacy has proved to facilitate students 
involvement in savings and investment, freeing 
themselves from debt, effective money management 
through living on a budget [8]. Reference [9] add to 
this argument stating lack of financial knowledge has 
often leans to face financial difficulties in students 
lives. Reference [7] suggest that increasing financial 
literacy can be an effective strategy in improving 
quality of lives of individuals because more 
knowledge on money leads to positive attitudes 
towards quality of life which ultimately leads to better 
decision making resulting with effective utilization of 
resources to improve their standard of living. 
  
Although a financial literacy measure may be used to 
predict financial behaviors or outcomes, it does not 
necessarily imply that individuals will behave in a way 
that many scholars, policymakers or educators would 
deem optimal [13]. In other words, the mere 
assumption that the presence of more information and 
skills will lead to improved financial behavior is 
faulty, as stated by reference [12] Other factors, such 
as behavioral/cognitive biases, self-control problems, 
family, peer, economic, community and institutional 
influences, can determine the nature of the individual 
decisions [13]. 
Reference [2] point out that the individuals’ financial 
well-being is dependent on their actions, besides the 
external influences of politic and economic forces. 
That is why it is increasingly recognized the critical 
importance of understanding the relationship between 
knowledge and personal financial issues. 
However, it is generally recognized that the level of 
financial knowledge is, in fact, an important 
determinant of individuals’ financial behaviors, 
mostly the subjective knowledge, measured by the 
self-assessed individual knowledge degree [2]. The 
lack of financial sophistication is a widely pointed 
reason for many financial mistakes made by 
individuals [15]. 

There is evidence that financial literacy influences 
planning behavior, which, in turn, increases wealth 
holdings, even after controlling for many socio 
demographic factors [1]. 
It is also recognized that financial literacy facilitate 
wealth accumulation, by increasing the probability of 
investing in stock market and have an higher 
diversified portfolio [16],[17]. 
Furthermore, financial literacy has important 
consequences for debt-related decisions. Reference [1] 
found evidence that less literate consumers tend to 
transact in high-cost manners, incurring higher fees 
and using high-cost borrowing. Those individuals also 
tend to have excessive debt lows and a higher 
probability of credit default. 
 
III. METHODOLOGY 
 
To reach the multiple objectives of the study 
quantitative research method was utilized. Study 
followed deductive research approach based on 
primary data collected though a survey questionnaire. 
C. Survey Instrument 
By referring to the literature related to financial 
literacy five dimensions (money management, 
savings, investment, credit and insurance) were 
selected to measure both level of financial literacy and 
nature of financial behavior. A standardized 
questionnaire was distributed among respondents to 
collect data. Questionnaire designing in this study is 
based on jumpstart survey (www.jumpstart.com) and 
the other published studies with university students. 
Questionnaire is mainly sectioned in to three.   Section 
A contains the demographic information of each 
respondent and section B contains 5 point Likert scale 
questions to measure level of financial literacy under 
each dimensions and section C measures financial 
behavior under same dimensions though 5 point Likert 
scale questions. 
D. Population and Sample 
The population of the study is all the undergraduate of 
Sri Lanka following bachelor’s degree in Management 
Field. Out of 15 government universities of Sri Lanka 
12 universities offer Management degree programs. 
Due to some operationalization difficulties only 223 
students were conveniently selected from three 
universities, Sabaragamuwa University of Sri Lanka, 
University of Peradeniya and Rajarata University. 
. 
E. Data Analysis Tools 
Pearson correlation and regression Analysis were used 
to measure the relationship between financial literacy 
(independent variable) and financial behavior 
(dependent variable). The regression model developed 
is as follows. 
 
Y = βο + β1X + β2X + β3X   +
β4X + β1X  +  et          [1] 
 
Where:  
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FB= Financial Behavior 
FLMM = Financial Literacy on Money Management 
FLSAV = Financial Literacy on Savings 
FLINV = Financial Literacy on Investment 
FLCDT = Financial Literacy on Credit 
FLINV = Financial Literacy on Insurance 
 
Y = βο + β1X +  et         [2] 
 
FB= Financial Behavior 
FL = Level of Financial Literacy 
F. Hypotheses 
The alternative hypothesis of the study is as follows. 
H1-  There is a relationship between financial literacy 
on money management and financial behavior of 
management undergraduates of Sri Lanka. 
H2 -  There is a relationship between financial literacy 
on savings and financial behavior of management 
undergraduates of Sri Lanka. 
H3 -  There is a relationship between financial literacy 
on investment and financial behavior of the 
management undergraduates of Sri Lanka. 
H4 -  There is a relationship between financial literacy 
on credit and financial behavior on borrowing & credit 
of the management undergraduates in Sri Lanka. 
H5 -  There is a relationship between financial literacy 
on insurance and financial behavior of the 
management undergraduates of Sri Lanka. 
 
IV. DATA ANALYSIS 
 
Use Questionnaires were collected from 223 
management undergraduates and Table 1 illustrates 
the characteristics of the sample.  

Table 1 Sample Composition 

 
39% of the sample was male students and 61% of the 
sample were Female. Majority of the sample represent 

students from Sabaragamuwa University (120 
students) and 50 students are from Peradeniya 
university and 53 students are from Rajarata 
University. Out of the total population 32% of the 
students are studying in 4th year, 40% of the students 
are from 3year and and 28% of the students are from 
2nd year. No students were selected from first years of 
study. The specialization of the degree programs of the 
students selected were spread in to eight fields namely, 
Financial Management, Business Management, 
Marketing Management, Human Recourses, 
Operation Management, Tourism 
Management,Banking & Insurance , Business IT. Out 
of the these study fields higherst pressebtage was 
represented by specializing in financial manaegement 
and the lowest presentage from specializing in 
Business IT. 
 
The level of financial literacy was measured by 
analyzing the answers provided by 20 questions to 
assess their financial knowledge. If they have 
answered correct answers for 1-4 questions the 
literacy level was defined as very low, if the correct 
score of questions is between 5-8, level was define as 
low, if it is between 9-12 questions the level is 
moderate, if it is 13-16 students literacy level is at high 
level and if students answered to more than 17 
questions their literacy level considered to be very 
high. As illustrated in Figure 1 majority of the students 
financial literacy levels is at moderate level which 
represent 52% of the sample. Further 40% of the 
students appears to having a high level of financially 
literacy. Unfortunately no students were able to score 
a mark more than 17 out of 20 questions and 1% of the 
sample is at very low level of financial literacy. 
Nature of financial behavior of undergraduates 
illustrated in figure 2 and  were measured through 20 
five point Likert scale questions and from the average 
value scored for the those questions the nature and the 
level of financial behavior was defined to very low, 
low, moderate, high and very high. Financial behavior 
level of 68% of the students are at moderate level and 
followed by 25% of the students having higher level of 
financial behavior.   

 
Figure 1 Level of Financial Literacy 
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Figure 2 Nature of Financial Behaviour 

 
The study attempted to establish the relationship 
between financial literacy and its application in these 
five basic areas; money management, savings, 
investment credit and Insurance. Pearson correlations 
were used to establish the relationship between these 
two sets of variables and the results are shown in Table 
2. 
 

Table 2 Pearson Correlation between Financial Literacy and 
Financial Behaviour Dimensions 

 
 
According to the results of person correlation it can be 
clearly establish that apart from money management 
the rest of the dimensions have positive but moderate 
relationships between financial literacy and financial 
behavior. In other words the level of financial 
management on Savings, Investment, Credit, 
Insurance are positively correlated with the level of 
financial literacy and behavior since all four 
correlation values are around 0.3 to .06 while having p 
values less than 0.05. However the correlation value of 
Money Management dimension shows a weak and 
insignificant relationship between two variables. 
 
To analyse the impact of each dimensions of financial 
literacy on financial behavior multiple linear 
regression is utilized. According to the model 
summary results illustrated in Table 3 R squre is 0.65 
which can be interpreted as 65% of the variance of 
dependent variables (financial behavior) can be 
explained by independent variable (dimensions of 
financial literacy). Durbin Watson range is between 
1.5 and 2.5 .In this analysis Durbin Watson value 
of2.022, which is between the acceptable ranges, 
Show that there were no auto correlation problems in 

the data used in this research. 
Table 3 Regression Model Summary 

 
 

Table 4 Results of the Regression Analysis of Equation 1 

 
 
Results of the multiple regression model is illustrated 
in Table 4 Beta value between Financial behavior and 
Money management, Savings, Investment, 
Borrowings & credit and Insurance 0.792, 1.814, 
2.752, 2.726, 1.721 respectively. Apart from Money 
Management variable Beta values are at significant at 
0.05 levels (P < 0.05). Therefore Independent 
variables Savings, Investment, Credit and Insurance 
have a asingnificant influence on financial behavior. 
Money management is not significance with financial 
behavior at 0.05 level. 
 
Regression analysis between two main variables 
explains the overall impact on level of financial 
literacy of management undergraduates on financial 
behavior. The model summery for simple linear 
regression model is illustrated in Table 5. The second 
model has a R square value 0.756 which explains that 
the 75.6% of the financial behavior of undergraduates 
can be explained by level of financial literacy. 
 

Table 5 Model Summery for the impact of Financial Literacy 
and Financial behavior 

 
 
Table 6 represent the single linear regression between 
financial literacy and financial behavior.  The beta 
coefficient of independent variable, financial literacy 
is .760 with a P value of 0.00 which confirms that there 
is a significant positive impact of financial literacy of 
financial behaviour. 
 

Table 6 Regression Results of Model 2 
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Summary of the data analysis is given through the 
hypotheses testing illustrated in  
Table 7 

 
Table 7 Hypothesis Testing 

 
 
CONCLUSION 
 
This study directed to important conclusions about the 
levels of financial literacy of the university students. 
The levels of financial literacy of the students of the 
three selected universities in Sri Lanka in moderate 
level with an average value of 58.74% and a median of 
60%. In partial terms, the researcher can conclude that 
the university students have better financial behaviors 
than financial literacy, with an average value of 
62.77% and a median of 63.0%.. Further analysis 
shows that financial behavior as whole has significant 
positive correlations with all the dimensions of 
financial literacy. Regression analysis proved that 
apart from financial literacy on money management 
rest of the dimensions, namely financial literacy on 
savings, investment, credit and insurance have a 
positive significant effect on financial behavior of 
management undergraduates of Sri Lanka. This 
concludes that financial literacy on Savings, 
Investments, Insurance, Borrowing and Credit are 
valid determinants of financial behavior of 

management undergraduates. 
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