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Abstract

In underdeveloped nations like Malawi, there has been little that has been
done to understand financial literacy among the youthful population. Thus
the nation has been suffering from financial illiteracy among its youth. Such
a problem has led youth and especially college students to fall into debts and
other financial problems. This challenge has negative effect in future and
present financial performance of the youth. This study was conducted on
the undegraduate first year and second year students at Malawi Institute of
Management. The study involved 199 students who were respondents. The
study shared views of the students through both qualitative and quntitative
research techniques like focus group discussions and questionnaires. The study
found that the many of the respondents were found lacking in terms of financial

*Corresponding author: Duncan Batizani, University
of Zambia, P. O Box 32379, Lusaka —Zambia

Received: August 24, 2022; Accepted: September 26,
2022; Published: October 03, 2022

knowledge and competencies.
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Introduction

There is a fast-growing young population in developing countries
in Africa. This means that these countries are rich with a society with
high youth numbers, as it shows having a huge labor force available.
However, it is important to make sure that such a population has
sound financial knowledge since the global world in which we live
today needs people with financial knowledge to make decisions that
will affect their lives. According to Lusardi and Mitchelli [6], inability
to use finances at such a young age may have a negative impact on
individuals’ future performance.It is important to make sure that
financial knowledge is well shared with the younger population so
that they are able to make sound decisions in their daily lives. There
are different countries where people are not so educated in relation
to financial literacy, and one such country is Malawi. Apparently, it
is one of the reasons why Malawi has been experiencing very slow
economic growth emanating from debts. Financial education is
underdeveloped in countries such as Malawi and others, and this
leads to poor management of decisions on how to spend and achieve
economic performance.According to Lusardi et al. (2010), the term
“youth” is defined as a progression from childhood to being a young
adult. While the United Nations categories youth as from the age of
15 to 24, Malawi classifies youth up to the age of 45. Many youths are
at universities and colleges during this age, and that is when they start
learning issues related to managing finances either fully or partially.
As explained by Lusardi & Mitchell [4], having financial knowledge at
this stage is of great concern and importance. Financial literacy is the
ability of individuals to use competence and expertise to effectively
allocate financial assets. Again, Lusardi et al. (2010) explained financial
literacy as having financial-related knowledge that can be used for
decision making. Individuals are regarded as financially literate when
they are able to adequately apply the financial knowledge they have
acquired. This can be done based on either experience or practice.

Relationship between University Students
and Financial Literacy

The financial performance of youth in today’s world does not give
a good picture with their levels of debt going exponentially high [6].
For example, in Malawi, an account of student loan debt between
2014 and 2016 shows a rise from $1000 to $3,400, showing an increase
of about 57% with adjusted inflation. Again, this also followed an
increase in the demand for loans for undergraduate students to be
supported by the Malawi government through the Higher Education
Students Loans and Grants Board. This case was also manifested
in the way students live at universities. This increase in debts by
students, which apparently does not seem to be getting better with
time, is regarded as the major cause of stress and anxiety financially
among Malawian university students and the general population of
youths. This burden of debt also acts as a major hindrance for youths
as they are not able to maintain a savings culture and take advantage
of pension benefits in the future as they retire. The information above
clearly shows that there is a lack of financial knowledge amongst
the ever growing Malawian youthful population. According to
Rooij, Lusardi & Alessie [5], people that are not financially aware
face more challenges related to debt management. So, it is very
crucial to realize that financial management at the college level is
very important since it will determine where one will end up in the
future. Knowledge of finance is an important part of taking a good
financial decision, and many young adults regret having less financial
proficiency in their daily endeavors and decision making. Ana
analysis suggests that undergraduate students who accessed higher
education government loans in Malawi, who were about 67% of total
applicants in 2017, needed more awareness in regards to financial
management and individual decision making at university level [4].
Again, a conference which was held in 2018 regarding university
education and financial literacy suggested that financial education
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should be part of the secondary school education curriculum in
Malawi as a way of promoting financial literacy among secondary
school students. In this regard, it would mean that familiarity with
financial management should be imparted right from the first year of
college education so that students are able to maintain their finances
in a better way. As explained by Lusardi & Mitchelli [6], it becomes
much more important to understand how literate youth are in the
area of financial management as this could be ideal for policy making
in different development projects. The latest financial literacy and
decision-making developments and studies related to young people
show that the heavy debt burden is a major cause of stress and also
a major contributing factor in the choice of labor. A 2019 study on
financial education on young people aged 23 to 40 years conducted
by the Center for Social Research at Chancellor College University of
Malawi found that 30% of those with serious debt had poor financial
literacy. It also showed that about 30% of the respondents had
decided to further their financial education because of having more
debt as a result of poor financial decisions. Constant research is being
done in order to understand the financial literacy among youth in
order to improve their financial literacy and decision-making while
dealing with insurance, loans, as well as other financial products.
With financial literacy and proficiency, it is more crucial to socialize
with youth for analyzed and well-crafted decision making. It is the
process of developing financial values and awareness among youth
that would help them to gain financial independence.

Research Problem

In a context of different challenges that are faced by developing
countries, there is a major challenge faced by Malawi, which is the
lack of financial articulacy amongst its youthful population [11]. This
challenge of incompetency on financial articulacy is due to the fact
that young Malawian adults get into constant financial problems and
get stuck in them. In Malawi, there is no high rate of financial literacy
among its youthful population and only those individuals who study
finance-related programmes at university or obtain professional
qualifications like ACCA are the ones that are at least aware of
financial implications in their daily lives. As explained by Lusardi &
Mitchelli [6], in today’s dynamic financial and global economy, an
understanding of financial and economic performance globally is key
to individual economic performance. Thus, in this study, the purpose
of the research is to assess the awareness of university students
with regard to financial literacy, its importance and the impact on
decisions they make financially in their cross-disciplinary decision
making endeavors.

Research Questions

How can youth financial and economic knowledge be measured?
How to create knowledge for those youth who don’t have enough
financial understanding so that they are helped with analytical
decision making and planning a better and financially sound future
at the time of their retirement? How can individual youths with some
basic concepts of financial products be educated about terminologies
like risk diversification and interest inflation, as such knowledge can
be of great importance to those individuals who are not financially
literate? Objectives of the research study The main objective of
this study is to analyse and evaluate the financial literacy among
university students and to identify youth who are financially illiterate

so that there can be ways and suggestions on how such youths can
be assisted to make sound financial decisions in their lives from the
youthful stage of life up to retirement. According to Alessie, Van
Rooij & Lusardi [1], university students are supposed to know how
to manage their finances since at this point in life they live away from
their parents. As a result, they must create a monthly budget, pay bills,
and make financial decisions that will affect them both positively and
negatively. University students have difficulty spending and saving
money and making financial decisions that will help them deal with
any financial challenges that may arise. As a result of this research,
conclusions can be drawn about how young people should manage
their money during their formative years. This could be done through
having an understanding of financial performance and analysis of
financial literacy instruments. In Malawi, there has been an increase
in the number of students applying for student loans from the
Higher Education Students” Loans and Grants Board exponentially
every year. This is a sign that it is necessary for the students to have
knowledge regarding financial management since they will repay the
government loans. The stakeholders of the study are young people
that are financially illiterate and are studying in their first and second
year of studies at college. The research is fruitful and helpful to youth
and students who have little knowledge of financial management, as
it opens a window for knowledge as far as financial management is
concerned.

Limitations of the Study

Due to time limitations and, of course, financial constraints,
the study just targeted students from one college, thus Malawi
Institute of Management. Due to such challenges and limitations,
the researcher could not involve all universities and colleges that are
in the central region of Malawi and in particular, Lilongwe district.
However, this research will be applicable to youth and students in
the future for decision-making as far as financial management in
cross-environmental matters is concerned. The research, however, is
based on the non-probability stratified sampling technique. As such,
it cannot be generalized.

Literature Review

In the contemporary world, financial literacy has increasingly
become an important element as far as financial decision-making
is concerned [1]. This has been the case due to globalization and
international trade among the youth in the economy. Again, Rooij,
Lusardi, & Alessie [11] explained in their study that financial debt has
exponentially increased in undergraduate students as well as those
people who are not well educated since they fail to make effective
financial decisions. Thus, the understanding of financial education is
key for people to ensure that they can make financial management
decisions for present and future needs. Presently, it has been
established that youngsters wish to be financially well educated so
that they are able to make adequate and adequate financial decisions.
In a study on financial usage among undergraduate students
conducted by Sallie Mae (2009), it was found that 80% of the students
needed more financial management education in order to manage
their finances adequately. Again, 64 percent of students in the same
study wished they had received financial education at secondary
school level so that they could efficiently manage their finances.
Furthermore, 40% desired to be financially well educated from the
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Gender Frequency Percent Cumulative Percent
Female 84 41 100
Valid Male 115 59 59
Total 199 100
Classification of perfomance
Frequency Percent
70-100 (Distinction) 18 9
60-69 (Credit) 150 75
Valid
50-59 (Pass) 31 16
Total 199 100
Influence of parents
Frequency | Percent Valid Cumulative
4 4 Percent Percent
Valid |Both Parents 141 70.9 70.9 70.9
Mother Only 29 14.6 14.6 85.4
Father Only 29 14.6 14.6 100.0
Total 199 100.0 100.0
. . . Std.
Financial Management Practices Mean .
Deviation
| avoid taking loans with insufficient funds for repay 2.73 1.253
IApay other living expenses like utilities and airtime on 3.07 1.361
time each month
| follow a weekly or monthly budget 3.68 1.290
| pay my debts on time every month and | do not pay late | 3.25 1.381
| aV.O.Id maxing out or going over the limit on my financial 3.09 1288
position
I'have little or no difficulty managing my money 3.16 1.299
_I pay my credit card bills in full each month to avoid 3.05 1992
interest charges
| avoid spending more money than | have 2.81 1.235
| balance my budget/checkbook monthly 3.46 1.328
| always set aside some money for monthly savings 3.74 1.255

start of their university education in order to build a sound financial
decision cycle in their future life. Understanding financial education
among young students is critical because it allows policymakers to
devise special schemes to assist the youth with the process of financial
management and also to keep them from becoming trapped in the
never-ending cycle of debt. A study that was done by Lusardi [5]
explains that the inability to plan efficiently for the future has serious
portfolio and fallout saving choices. This means that those people
who do not plan well end up being poorer than those who plan and
understand the financial choices that they make. The understanding
of financial literacy also depends on one’s cultural background and
family. This is in agreement with what Alessie, Van Rooij, & Lusardi
[1] indicated that school-going children from well-to-do families who
invest in stocks are more likely to be part of the financial activities
even if they come from minority groups. Such constant studies are
taken so that people can better understand the financial literacy
levels of youth and improve their decision-making while dealing
with insurance, loans, and other financial products. According
to Lusardi [5], financial proficiency is critical, and it is therefore

critical to financially socialize it to youths. the process of developing
financial awareness and education as well as values that would
assist their financial decision-making independence is key to such
achievement. Accordingly, youths would be able to make financial
decisions in their present and future lives. In 2012, Ensign did a study
that highlighted the increasing number of youths who are trapped
in financial debt and bankruptcy. The study revealed that many of
the youths without formal education and understanding of financial
management are trapped in financial challenges, for example, unpaid
loans. This is in agreement with the study done by Lusardi et al.
(2010) who indicated that the inability of students to manage finances
is due to their lack of financial understanding and knowledge. This
cements what Lusardi & Mitchell [4] explain that due to the absence
of proficient financial management skills, the youngsters end up
facing monitoring challenges. There is also an increasing need for
financial competence and knowledge among youth to benefit them
throughout their lives (Lusardi et al. 2010). Although there is such a
great increase in financial competence and knowledge among youths,
Mandell (2018) explains that there has been no substantial number
of youths who have acquired the much needed financial knowledge
and know-how so that they can make financial decisions. A study
conducted by Moore (2003) explains that financial literacy is one of
the competencies and abilities of youth that can be used to increase
their financial knowledge and understanding as it increases over time
and through experience as well. Again, Lusardi and Mitchell [12]
defined financial literacy as the understanding of the most common
concepts that are related to investment and savings decisions. The
study, which was done by Rooij, Lusardi, & Alessie [11], explained
that people who lack the articulateness of financial decisions suffer
from poor financial decision making. Again, people are also less
likely to gain financial benefits from financial markets, for example,
stock exchanges [5]. It is, therefore, an ideal to ensure that there is
financial socialization among youths so that they are able to make
decisions that affect their lives accordingly. The financial socialization
aspect for youths talks about the development of financial values,
attitudes, and behaviors over a period of time so that young adults
can cultivate their financial autonomy and successfully transition
into adulthood. According to the Higher Education Students Loans
and Grants Board (2022), one can develop a financially independent
individual when he or she has acquired resources and knowledge
combined with employment, a certain level of education, as well
as a saving and investment culture in various assets. Such skills
facilitate competence and financial literacy as youth obtain earned
income and meet the economic obligations that are traditionally
associated with adulthood, for example, paying bills like rent and
utilities. This helps young adults to become financially independent
and make financial decisions successfully. Among other important
studies, Hastings, Madrian, & Skimmyhorn (2012) explained that
there has not been much that has been made to imply that there are
resources that would ensure young adults become financially stable.
This is in agreement with what Lusardi (2008) explained that such
abilities like mathematical problem solving and number crunching
give a linkage to the capability of the child in terms of planning,
saving, and maintaining future finances. Moreover, Christelis et al.
(2010) explain that these abilities are also correlated to some future
investments, for example, the buying of stocks as well as land and
bonds. Anderson and Newitte (2015) discovered that parents who
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owned stock could provide better knowledge and technical expertise
about financial markets. The key takeaway from this literature review
is that financial literature has no significant meaning among youths,
let alone university undergraduate students. The literature has also
shown that there are more factors that enable youth to be literate
financially than education, family background, cognitive ability,
gender, traits of peers, among others. Such factors have a stronger
influence on the young regarding their ability to acquire financial
knowledge. The literature review also shows that the financial literacy
of youth is much affected by the above factors, and that they also have
negative effects on relations with students. Additionally, financial
literacy is regarded as an important tool in improving the abilities
of youth to avoid bankruptcy as it helps individuals to improve their
long-term objectives. Financial knowledge also enables developing
individuals to grow rapidly as they are more likely to have good
knowledge regarding financial resources and their utilization in an
effective manner. Individuals need financial literacy in order to make
sound financial decisions now and in the future.

Research Methodology

This research is a mixed approach, therefore qualitative and
quantitative in nature. This is so because of focus group as a method
of collecting data, the method that is used to collect, organize, and
interpret the data, and the sources of this research were collected
through a close-ended questionnaire. The study helped the
research collect data from students on how best to know financial
management practices. The questionnaire was based on the Likert
scale with 10 questions on practices of financial management, and
three focus groups were arranged. The questionnaire was borrowed
from the research article by Cude et al. (2006). The study population
was based on generic students from Malawi Institute of Management
in their first and second year of their studies, studying Bachelor of
Science in information and communication technology, Bachelor of
Science in marketing, Bachelor of human resources management,
and Bachelor of business administration. The reason behind selecting
these students is that they are not usually familiar with financial
knowledge at this stage of their studies, based on their curriculum.
The study is quantitative and qualitative in nature, and the survey
was conducted on the chosen students using a non-probability
convenient sampling technique. In order to access the respondents
easily for a survey and three focus groups, a group of 3-5 students was
arranged. The sample size of the study was 199 students out of 230
students who could properly fill out the survey form. The selection
of sample size was based on the technique borrowed from the book
titled “Determining Sample Size for Research Activities” (Krejcie
and Morgan, 1970), while the scale based on statistical summary of
variables and distributions which was used was adopted from Cude
et al. (2006).

Data Analysis and Findings

The data was analyzed by use of Statistical Package for the Social
Sciences (SPSS). The total number of respondents was 199, and using
the Cronbach’s alpha of 0.734 with 10 items, the standard ration of
the reliability gave an assurance that the questionnaire was reliable.
This is so because the reliability ration should be greater than 0.60 by
the use of Cronbach’s Alpha. In this research, the reliability ratio was
0.743, which is above the standard ratio.

Demographic Statistics

The table below shows a summary of data statistics that shows a
sample size of 199. There is no missing data since all questionnaires
were filled in by respondents. The table also shows that 155
respondents were female students, representing 59%, while 84
respondents were male students, representing 41%. The sum of these
respondents equals 199 respondents.

The statistics also show that out of 199 respondents, 155 were full-
time students, representing 78%, while 44 respondents were mature
entry students, representing 22%. In terms of passing classification,
the table below shows how respondents were classified according to
their performance.

The table shows that out of 199 respondents, 31 students had a
classification of performance as pass, 150 respondents had credit, and
18 respondents had distinctions. The statistics also show the influence
of parents on the educational performance of respondents. Out of
199 respondents, 141 had both parents representing 71%, while 29
respondents had fathers only and mothers only representing 14.5%
of each category.

The above table shows how respondents answered regarding their
financial management practices. An analysis of the general responses
of respondents shows that students in their first to second year of
study do not have much information regarding the management of
financial activities in their daily lives. For example, the respondents
showed that they feel difficulty managing their money with a mean
of 3.16 and a standard deviation of about 1.299. Again, the responses
of the respondents show that they fail to balance their monthly
expenditure with their budget with a standard deviation of 1.328
against a mean of 3.46. This means that the responses were clearly on
the negative side. Moreover, the respondents also showed that they
do not follow or set a budget for financial performance per month
or even per week. To much effect, the respondents also revealed that
they do not set aside money every month for savings, with a mean
of 3.74 and a standard deviation of 1.225. However, the respondents
showed that they do not usually spend more money than they have,
showing a positive understanding of financial performance principles
and practices with a mean of 2.81 and a standard deviation of 1.235.
This response was mostly from students in their second year of study,
indicating their increasing knowledge of financial management as
their education progressed.

Focus Group Results

Through focus group discussion, we found that different groups
had different views on financial knowledge and literacy. One
group had a bit of knowledge regarding financial management and
performance. They explained that they were good enough to manage
all their financial expenses as per requirements. They also explained
that they learned this from their friends, relatives, and family who
are employed in different financial institutions like banks or any
business. Other respondents also explained that they learned about
financial management from their parents and siblings since they
were advised by them not to spend too much money. This shows
that most information is passed from their families and other elderly
to remain responsible financially and try to manage money within
their limits. This also shows that even if they do not learn financial
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management in a traditional classroom setting, the respondents could
enhance their financial accountability in their personal lives through
the environment in which they live. However, different students
had contrary views regarding managing their expenses as they had
been given full financial support from their parents. These types of
respondents came from well-to-do families.Other respondents from
middle-class families may still face financial constraints because their
parents tell them to stick to their monthly budgets and spend within
their limits. It is also quite interesting to note that there are also some
respondents who are working while studying at the same time. This
group of respondents showed good knowledge regarding financial
performance since they have to survive on their earnings and support
themselves to pay tuition fees and other school obligations. As
explained by Hastings, Madrian & Skimmyhorn [8], the financial
performance of individuals improves as one grows with experience
and employment. This means that employed people understand how
to use their earnings wisely in order to avoid going bankrupt before
the month is up for another salary. To this effect, students who were
working class indicated that they save money per month as a way of
having a financial standby in case they are faced with eventualities in
the future. In general, knowledge about financial performance and
management is not only beneficial to individuals while they are at
school but also helps to prepare them to manage their daily expenses
so that they can save money in future financial crises or if they become
bankrupt.

Conclusion and Recommendations for

Future Research

In conclusion, financial literacy is essential in everyone’s life. It
is very important as it helps everyone from going bankrupt through
excellent management of their finances. Many students were unable
to manage their personal or household expenses due to a lack of
financial management knowledge. Some respondents have also
confessed that they are not taught some basic financial management
tools, for example, cheque-books and other online financial related
software that could make them familiar with some principles of
financial management as practiced by banks and other financial
institutions. According to the Higher Education Students Loans
and Grants Board (2022), financial literacy is important as it plays
a vital role in planning, developing self-assessment, monitoring
financial transactions and checking daily life expenditure, among
others. This is very important as it helps people prepare well when
making decisions in their daily lives. This study has also been seen as
important indeed as it helps to give guidance to people on how they
can manage their finances. As mentioned in the literature review,
people who have little knowledge of financial literacy tend to be in
financial captivity as they fail down or become bankrupt because they
fail to make sound financial decision-making in their lives. According
to Hastings, Madrian & Skimmyhorn [8], financial literacy could lead
people to even save their future financially and help them reduce their
chances of becoming bankrupt or losing business transactions. Those
people with financial knowledge are able to enroll and grow in money

markets in order to increase wealth and, hence, help them to remain
safe from any uncertain activities related to financial management. As
arecommendation for future research, the researcher can increase the
sample size so that it can be enlarged and made much more accurate,
including the reliability of the research. Again, future researchers are
also recommended to use a more inclusive range of questionnaires
through more open-ended questions so that respondents can express
their perceptions of financial knowledge and decision making. Future
research could ensure that there is more probing so that respondents
can give more information regarding the subject matter in question.
According to Lusardi [5], research becomes much more valid when
key variables are included in the study. To this effect, future research
can also increase the number of variables; for example, saving habits,
investments of the respondents, money management, and respondent
age, among others. From this study, it has also been revealed that
courses on financial management should be introduced to students,
even those that are studying non-business-related programmes at
university, since through which they will not face financial problems
in the future in relation to their income. This is so because such
knowledge of financial management can help them after retirement
and be able to easily live their life in old age.
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