Financial Literacy among the
Millennial Generation: Relationships between
Knowledge, Skills, Attitude, and Behavior

Vera Intanie Dewi?, Erie Febrian?, Nury Effendi?, and Mokhamad Anwar*

Abstract

This study aims to determine the level of financial literacy among the millennial generation and to
examine the correlation of their financial knowledge, financial attitude, and financial skills with
their financial behavior. Multiple choice questions were used to measure financial knowledge with
results grouped into three categories: low, moderate, and high. Financial attitude, financial skills,
and financial behavior were also grouped using the quartile method into three categories: poor,
fair, and good. Chi-squared analysis was used to test the hypotheses, with correspondence analysis
conducted to identify the characteristics of the millennial generation and to graphically illustrate
the gap. Regarding financial attitude, financial skills, and financial behavior, the proportions of
respondents in the ‘fair' category, were 70.6%, 66.5%, and 72.2%, respectively. Significant
relationships were found not only between financial attitude and financial management behavior,
but also between financial skills and financial management behavior. However, the relationship
was not significant between financial knowledge and financial behavior.
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1. INTRODUCTION

The millennial generation refers to individuals born after 1980 or, more specifically, between 1982
and 2002 (Elam et al., 2007; Ng et al., 2010). Some have become leaders in companies, with
strategic roles and positions in the economy. Although regarded as a generation that tends to
consume, millennials are creative people and risk takers. They have many interesting ideas and
productive characteristics. As the millennial generation is the largest population cohort in many
countries, their behavior is interesting to study. Their lifestyle has changed in line with dynamic
technological changes, especially in financial technology, often known as "fintech." Financial
technology (fintech) is the use of technology in a financial system to make financial services
deliver financial products and services more efficiently. It can have an impact not only on monetary
and financial system stability but also on the reliability of payment systems. The impact of high
growth in financial technology along with low levels of financial literacy can adversely affect the
utilization of financial products. Indonesia, as a developing country, achieved 69% financial
inclusion in 2017 (Otoritas Jasa Keuangan, n.d.). In the same year, according to a World Bank
report, 69% of adults worldwide had bank accounts (Demirgii¢-Kunt et al., 2018). The remaining
31% of adults did not have bank accounts, with most of these people living in seven developing
countries, namely, Bangladesh, China, India, Indonesia, Mexico, Nigeria, and Pakistan
(Demirguc-Kunt et al., 2018). At the same time, the growth of financial inclusion is not in line
with the increase in financial literacy, with this leading to an increase in investment fraud. Those
facing financial problems probably have less financial knowledge, limited ability to obtain relevant
financial information to make financial decisions, and a lack of financial skills. Individuals should
be financially literate before using financial services and, therefore, it is important to increase
financial literacy. Cudmore et al. (2010) and Navickas et al. (2014) argue that financial literacy is
important for young people and that it has a positive impact on their personal finances. Low
financial literacy continues to be a global problem that must be addressed (Tschache, 2009) as it
may result in inappropriate financial decisions and the inability to survive economic shocks.

Hung et al. (2009) developed a financial literacy model using four dimensions: financial
knowledge, financial skills, perceived knowledge, and financial behavior. The linkages between
these variables is known as financial literacy. This model also aligns with Lusardi and Mitchell
(2013), Xiao et al. (2014), and Khan et al. (2017) who state that financial literacy comprises
knowledge, skills, and attitudes which affect an individual's financial behavior. According to
Mastercard's 2015 Financial Literacy Index, the index scores in developed countries have remained
the same, while in developing countries, they have declined (Tan, 2016). As revealed by Klapper
et al. (2015), the level of financial knowledge in developed countries is different to that in most
developing countries in the world. The socio-demographic factors, age, education, and income,
have a positive correlation with financial knowledge, with a positive relationship found between
financial knowledge and financial skills.

Financial literacy not only affects how an individual manages money and copes with
financial problems, but it also has implications for the individual's ability to make personal
financial decisions related to investments, financial risk tolerance, saving, borrowing, and lifestyle
choices. Furthermore, financial literacy has an important role in influencing financial institutions,
such as banks and non-bank financial institutions, in how they manage their businesses and the
products offered to depositors and investors. The above all have an impact on economic growth
and economic stability (Widdowson & Hailwood, 2007; Sarigul, 2014).
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Nowadays, the choice of financial products and services facing the younger generation is
more challenging than those faced by previous generations. This makes financial literacy
important for millennials (Lusardi and Oggero, 2017). In addition to more and more complex and
interrelated financial markets, the increasing uncertainty of the global economy makes the role of
financial literacy more important, especially in terms of making sound investment decisions. The
resolution of this problem requires joint efforts by the government, society, education institutions,
the financial industry, and individuals themselves. Thus, responsible financial management
behavior is needed in this era of the millennial generation. The economic and financial crises that
occurred in recent decades have been the subject of studies by financial institutions and researchers
worldwide. As shown in these studies, financial literacy is needed for responsible financial
behavior to be established for the future.

2. LITERATURE REVIEW
2.1. Financial Behavior

Financial behavior is reflected in activities undertaken by the individual that demonstrate positive
and negative behavior (Woodyard, 2013). Positive financial behavior includes managing cash,
making savings provision for emergencies, conducting credit management, and planning long-
term goals, such as retirement plans, managing risks through purchasing insurance, and making
estate plans. Meanwhile, negative financial behavior includes being a spendthrift, relying on
employer pension plans, and avoiding financial discussion. According to Xiao (2008), financial
behavior is an individual's behavior related to money management. Two theories underlie the
development of the theory of financial behavior, namely, the theory of planned behavior (TPB) to
predict and understand an individual's behavior (Ajzen, 1991) and the trans-theoretical model
(TTM) of behavior change to help people achieve positive behavior and change negative behavior
(Prochaska et al., 1992). The two theories highlight the psychological theory used to help people
change their unwanted behavior. The term "trans-theoretical” means turning theory into
application.

The theory of planned behavior (TPB) is a theory of human behavior that further develops
the theory of reasoned behavior which was introduced in 1967 by Fishbein. It was later defined,
developed, and tested in the 1970s by Fishbein and Ajzen (1975). The purpose of this theory is to
predict and understand human behavior. Based on the theory, a person's behavior is determined by
his/her behavioral intentions. Ajzen and Fishbein (1980) stated that theories of attitude cannot
predict behavior; therefore, the theory of reasoned behavior was developed by adding perceived
behavioral control, with this known as the theory of planned behavior (TPB) (Ajzen, 1991). Based
on this theory, the three factors that influence behavioral intentions are negative valence of
attitudes about the target behavior, subjective norms, and perceived behavioral control (Ajzen &
Fishbein, 1980; Ajzen, 1991). Research on financial behavior has continued to be developed for
various situations (Akben-Selguk, 2015; Huston, 2010; Soma et al. 2016).

From the explanation above, two theories, namely, that of human behavior and the
psychological trans-theoretical model (TTM) contribute to the development of the theory of
financial behavior. The theory of planned behavior (TPB) is used to understand and predict human
behavior while the trans-theoretical model (TTM) of behavior change is used to facilitate behavior
change by providing appropriate interventions. The TTM is considered a multi-stage theory as it
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works from stage to stage to help individuals to change unwanted negative financial behavior and
to shape positive financial behavior.

One of the objectives of research on consumer financial behavior is to improve the
understanding of factors that influence the formation of and changes in financial behavior, with
the role of financial education particularly important to understand. It is also important to identify
the important characteristics of financial education programs that not only provide financial
knowledge but also encourage positive financial behavior and change unwanted financial
behavior.

Previous studies on financial behavior and financial literacy have been carried out by
Bhushan and Medury (2013); Lusardi and Mitchell (2014); de Bassa Scheresberg (2013); van
Rooij et al. (2011); Hung et al. (2009); Kempson (2009); Nye and Hillyard (2013); Woodyard
(2013); Priyadharshini (2017); and Taylor and Wagland (2013).

2.2.  Financial Knowledge

Financial knowledge reflects the individual's understanding of financial issues. It is measured by
assessing various aspects of their basic financial knowledge, including: compound interest,
inflation, deposits, the time value of money, diversification, interest rates, debt, and assets.
Financial knowledge is the basis of financial literacy which helps individuals in making decisions
and establishing good financial behavior. Financial knowledge has an important role at a time
when the choice of financial products is increasingly complex, with products easily accessible by
various depositors and investors. Government policies in many countries, and especially in
developing countries, have sought to encourage increased access to financial services, an increase
in the number of bank accounts and access to credit products, especially to the rapidly increasing
number of loans for consumption. Financial literacy is not only the understanding of financial
knowledge but also has other dimensions, namely, financial skills and financial attitude. Previous
studies on financial knowledge have been conducted by Bakken (1966); Clark et al. (2017); Danes
and Hira (1987); Hilgert et al. (2003); Hung et al. (2009); Knoll and Houts (2012); Khan et al.
(2017); Lusardi and Mitchell (2014); Lusardi and Mitchell (2017); Robb and Woodyard (2011);
Sarigul (2014); Sivaramakrishnan et al. (2017); van Rooij et al. (2011); Wagland and Taylor
(2009); Woodyard (2013); Xiao et al. (2014); Walstad et al. (2010); and Yildirim et al. (2017).

2.3.  Financial attitude

Financial attitude refers to beliefs and values related to various concepts of personal finance
(Priyadharsini, 2017). These values and beliefs can form financial behavior in making decisions,
such as self-control, patience, long-term thinking, and the ability to solve financial problems.
Financial attitude focuses on the ability to control one's individual self, through believing in one
thing that is considered good in finance, for example, believing it is important to save money,
making financial plans, being patient in facing financial problems and finding ways to cope,
tolerance to risk, and perception of risk and returns (Diacon & Ennew, 2001). Previous studies on
financial attitude have been carried out by Atkinson and Messy (2012); Cucinelli et al. (2019);
Hilgert et al. (2003); Khan et al. (2017); Robb and Woodyard (2011); Sivaramakrishnan et al.
(2017); van Rooij et al. (2011); Woodyard (2013); and Xiao et al. (2014).
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2.4.  Financial skills

Financial skills relate to the individual's ability, when making financial decisions, to minimize the
possibility of getting caught up in financial problems (Priyadharsini, 2017). Personal financial
problems can be caused by the lack of basic financial skills in preparing budgets, and the inability
to understand credit and investment instruments or other financial products. The lack of financial
literacy among individuals is one of the causes of the financial crisis (Lusardi & Mitchell, 2011).
Financial skills can be improved by various approaches, including through education, training, and
consultation. Improving financial skills can also be done by improving basic financial skills, such
as preparing a budget and gathering financial information (Elbogen et al., 2011). Previous studies
on financial skills include those carried out by Cramer et al. (2004) and Hung et al. (2009).

3. RESEARCH METHODOLOGY

This research is an explanatory study. The study population was comprised of individuals born
between 1982 and 2002 (Elam et al., 2007) who live in West Java, Indonesia. According to Badan
Pusat Statistik (BPS) (Statistics Indonesia) (2010) and the 2017 National Socio-Economic Survey
[SUSENAS], the number of the millennial generation in Indonesia are about 88 million people or
about 34% of the total population in Indonesia. West Java, with the largest population of any
province in Indonesia, comprises approximately 18% of the Indonesian population. More than half
of Indonesia's millennial generation population lives on the island of Java, especially in West Java
province. According to the data from SUSENAS (2017), the total populations of millennial
generation at West Java province are 16.503.650. Using Slovin's formula, the minimum sample is
calculated below:

"= N _ 16.503.650 — 99.99 ~ 100
1+ Ne? 14 16.503.650X 0.12
Where:
N : The number of population
n : The number of the sample
e : confident interval (10%)

Using a 10% of confidence interval the number of the minimum sample is 100 millennial
aged people in West Java province, Indonesia. This study used non-list-based random sampling as
data collection methods. One of sampling method of probability internet-based survey is using
non-list-based random sampling that allows for the selection of a probability-based sample without
the need to actually enumerate a sampling frame ( Fricker, 2008). De Leeuw et al. (2012) stated
that probability internet surveys often convinced as scientific surveys. Moreover, Wright (2005)
revealed some advantages of online survey research are: (1) ability to provide access unique
population and individuals in distance locations, (2) convenience of having automated data
collection to save time, (3) less costly than paper survey. Using online survey research about 200
questionnaires are distributed by an online form rather than paper to several groups of employees
at companys, students at university, members of associations, members of the community in the
wide geographic region in West Java, Indonesia. The respondents also contacted by telephone, e-
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mail list of institution member, media social members, text message mobile phone and whatsapp
message group members. This method is more economical and fast to create and deploy.
According to internet world stats website, Indonesia holds the fourth rank after China, India and
the United States as the top 20 countries with the highest level of internet penetration (internet
world stats, 2019). Referring to this data, the target respondents not only have access to appropriate
technology, (either a mobile phone or internet access), but also have an email address and are
active using media social. Millennials are a digital generation who grew up amid rapidly advancing
technology that is changing the way individuals interact and altering where and how millennials
get their information, with the Internet displacing traditional media information such as
newspapers and television as the source for news (National Chamber Foundation, 2012).

After validating the data, the number of valid questionnaires that will be used is 194 which
complies with the minimum sample requirement according to Slovin's formula. The
comprehensive questionnaire was designed to cover financial management behavior as the
dependent variable and financial knowledge, financial attitude, and financial skills as independent
variables. It included financial knowledge of credit management, savings, investment, and
mortgages (Hilgert et al., 2003). Respondents were asked to answer "true" or "false" to
12 questions on financial knowledge. The score was calculated based on the percentage of correct
answers and grouped into three levels: high (more than 80% correct answers); moderate (60%—
79% correct answers); and low (below 60% correct answers) (Chen & Volpe, 1998). Indicators of
financial attitude are also considered to demonstrate the individual's orientation toward personal
finance, debt philosophy, approach to credit cards, financial security, and the extent to which they
value personal finance (Marsh, 2006). The indicators of financial skills are financial control over
cash and debts and skill in risk management.

The dependent variable, financial management behavior, was measured using seven items,
consisting of questions which measured consumption, cash flow management, savings and
investment, and credit management (Dew & Xiao, 2011). To determine the financial attitude,
financial skills and financial management behavior, a Likert-type scale was used, with ratings
ranging from 1 to 5 (strongly disagree, disagree, neither agree nor disagree, agree, strongly agree).
The levels of financial attitude, financial skills, and financial management behavior were grouped
using the quartile method into three categories: poor, fair, and good.

Face validity was used to measure the validity of the questionnaire, with this undertaken
by individuals with finance competencies in the use of statistics analysis, that is, in using biserial
correlation. Reliability was assessed using Cronbach's alpha. Chi-squared analysis was used to test
the hypotheses with a significance level of 5%. Furthermore, the current study used
correspondence analysrstorevearurevraracersuosof respondents in the sample, exploring the
data and showing the gap graphically. Based on the above theories and findings from previous
research, the conceptual model and hypotheses are formulated as shown in Figure 1 below:

Figure 1. Conceptual Model

Financial Knowledge

Financial Skills Financial Behavior

Financial Attitude /
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The current study proposes the following hypotheses:

Hi: There is a relationship between financial knowledge and financial management behavior.
Hy: There is a relationship between financial attitude and financial management behavior.
Hs: There is a relationship between financial skills and financial management behavior.

4. RESULT AND DISCUSSION

With regard to gender, females comprised about 49% of respondents, while about 51% of
respondents were male. As shown in Table 1 (see Appendix), about 45.9% of millennials had a
high level of financial knowledge. Respondents were found to have a high level of knowledge on
savings and lending interest rates, investment in mutual funds, and the risks of credit. About 54.1%
of millennials had a moderate and low level of financial knowledge. Regarding financial attitude,
financial skills, and financial behavior, the proportions of respondents in the "fair" category were
70.6%, 66.5%, and 72.2%, respectively. Few of the respondents have a "good" category. This
result is significant and consistent, showing alignment with the finding of Lusardi and Oggero
(2017) finding that millennials in advanced economics and emerging economics are lacking basic
financial skills and on average, 28% of millennials are financially literate.

As shown in the empirical findings, the values of financial attitude and financial behavior
were 0.001 smaller than 0.05 (the level of significance) (Table 2). This indicates the correlation
between financial attitude and financial management behavior in respondents from the millennial
generation. Individuals with a good financial attitude from the millennial generation are capable
of managing their money, especially in terms of their expenses and income. They always compare
prices before buying, seek information about goods they are going to buy, and keep records of
their expenses. They are also willing to set aside funds to invest for their future well-being.

Respondents from the millennial generation with a good financial attitude demonstrated
better financial behavior in making financial decisions. The other finding was that respondents had
a better orientation towards personal finance than was the case with their philosophy on debt.
Moreover, financial skills and financial management behavior showed a correlation, with a p-value
of 0.039, which was less than 0.05. The study findings showed that respondents from the millennial
generation were capable of controlling their finance on cash and debt. They were organized in
managing money, keeping bills in places where they were easy to find, and always checking the
record of their bills on their credit card statements. Respondents valued life insurance and had
enough money to pay for this provision. However, the study's findings showed no correlation
between financial knowledge and financial management behavior in the millennial generation
respondents. The p-value of financial knowledge, at 0.295, was higher than the level of
significance of 0.05. More than 50% of respondents demonstrated their financial knowledge by
providing correct answers to questions on interest, savings, mutual funds, mortgages, and financial
risks if bills are not paid on time.
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Figure 2. Mapping of Millennial Generation's Financial Literacy Characteristics

Figure 2 presents the correspondence analysis, showing that the bi-plot of a poor financial
attitude and poor financial management behavior is relatively contiguous. This not only shows that
respondents from the millennial generation with a poor financial attitude also have poor financial
management behavior, but that millennial respondents with a fair financial attitude have fair
financial management behavior, while those with a good financial attitude have good financial
management behavior. The mapping of respondents’ characteristics in financial skills and financial
knowledge categories in relation to financial management behavior, shows the same gap
graphically. Although financial knowledge and financial management behavior do not have a

significant correlation, Figure 2 shows the proximity of these categories.
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5. CONCLUSIONS

Based on the current study's results, it can be concluded that financial attitude and financial skills
both have a correlation with financial management behavior. Millennials with a better financial
attitude and skills will demonstrate good financial behavior in managing their money. These results
are significant and consistent, showing alignment with the findings of Ameliawati and Setiyani
(2018) and Lai (2010) in which the strong relationship between financial attitude and financial
behavior was stated. Although financial knowledge does not have a significant correlation with
financial behavior, the characteristics of these categories show their proximity. The current study's
findings are also significant and consistent with Parrotta and Johnson's (1998) finding that financial
behavior is predicted by financial attitudes, but not by financial knowledge. However, we argue
that enhanced financial knowledge is an important factor in fostering good financial management
behavior. Financially literate individuals from the millennial generation are better able to
demonstrate good financial behavior for their economic security and well-being. Financially, they
are capable of fostering their community's economic development.
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APPENDIX
Tablel.
The level of Financial Literacy
Financial Literacy Category Range of f Percenta

Category ge (%)

Financial Knowledge High Over 80% 89 45.9

Moderate 60% -79 % 53 27.3

Low Below 60% 52 26.8

Financial Attitude Good Over 4.29 26 13.4

Fair 3.26 -4.29 137 70.6

Poor Below 3.26 31 16.0

Financial Skill Good Over 3.89 29 14.9

Fair 2.55 - 3.89 129 66.5

Poor Below 2.55 36 18.6

Financial management Good Over 4.35 30 154

behavior
Fair 3.23-4.35 140 72.2
Poor Below 3.23 24 12.4
Source: Data processing result
Table 2.
Chi-squared test

Variable Chi-Squared Contingency P-
Coefficient Value
Financial 4.928 0.157 0.295

knowledge

Financial attitude 18.593 0.296 0.001
Financial Skill 10.097 0.222 0.039

Source: Data processing result

Table 3.

Contingency Table- Financial Knowledge and Financial Behavior Management

Categories Poor (1) Fair (2) Good (3)

Total
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Low (1) 9 39 4 52
Moderate 6 39 8 53
(2)
High (3) 9 62 18 89
Source: Data processing results
Table 4.

Contingency Table- Financial Attitude and Financial Behavior Management
Categories Poor (1) Fair (2) Good (3) Total
Poor (1) 10 18 3 31
Fair (2) 13 105 19 137
Good (3) 1 17 8 26

Source: Data processing results
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