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Abstract: Previous studies highlighted that financial literacy is still low and many people failed to manage their
finances effectively. The objective of this paper is to determine the financial literacy level and students’
perception towards saving behaviour. Data were collected using self-administered questionnaire and there were
192 respondents from undergraduate students who enrolled for business administration degree programme at
Universiti Putra Malaysia. The findings showed that saving behaviour, parental socialization and peer influence
had positive correlation with financial literacy, whereas self-control showed negative correlation with financial
literacy. The mean values for financial literacy among these respondents are still at moderate level. Each
students needs to learn more knowledge in dealing with personal financial management and effective strategies
to increase positive attitude towards saving behaviour. The higher education authority such as Ministry of
Education can improve the existing business courses by adding personal financial management and encouraged
more saving activities rather that spending too much money for unnecessary items. Parents always play the
central role in facilitating and promoting their children’s saving or investment.
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INTRODUCTION independents financial exhortation and numerous more

Young adults figured out how to settle on enormous future.
financial choices all alone when they learn and rehearse Financial literacy is the capacity of people to settle
sound financial abilities in their university life. This is on suitable choices in dealing with their own funds. As
their first time experienced financial freedom without sound budgetary prosperity and better lifestyle is gaining
guardians' supervision [1]. Financial literacy is likewise importance need among people and progressively
critical to all students as they learnt and understood the globalized capital market offering mixture of investment
significance of the future financial planning. College funds and financial product are observed to be enormous
students initially presented to financial ideas has directly way in accomplishing such individual goals. Personal
influences the money management aptitudes [2] and financial planning is progressively turning into a decent
positive enduring impacts onsaving conduct and financial practice if not as of now a need. In fact, a sound
literacy when students reach adulthood [3]. Research on individual financial plan enables individual to be aware of
the effect of college personal finance education on routes in which they manage financial issues. It is a way
learning and conduct has gotten restricted consideration. to direct a person's financial choices and highlight the
Obviously, the significance of financial literacy cannot be outcomes of such choices on different ranges of one's
misjudged since a financial illiterate students may not able finances (The Malaysian Financial Planning Council,
budget properly to meet disbursement, incapable to know 2004).
financial services or product that address his or her Garman and Forgue [4] considered financial literacy
issues, unfit to manage with their debt particularly the as adequate information of individual finances and terms
education loan, be uncertain how to get and evaluate for for effective personal financial management.

financial issues they graduate from the universities in the
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Meanwhile, Anthers [5] characterized financial education savings, spending fundamentals and investment are the
as the capacity to peruse, investigate, oversee and most well-known issue experienced by individuals
convey about the individual financial conditions that encountering financial issues [12]. In line with the above
influence the material prosperity. Financial literacy is vital issues, this study is carried out to determine the financial
to every one of us paying little heed to students, workers literacy level and saving conduct among Malaysian
or retirees. Artisan and Wilson [6] considered financial university students. The specific objectives include:
literacy education as an "importance making process
which people utilise a mix of aptitudes, assets and To examine of the financial literacy level among the
relevant learning to handle information and settle on university students particular at Universiti Putra
choices with awareness of the financial outcomes of that Malaysia,
choice. To determine the association between students’

It is generally acknowledged that most customers saving behaviour, parental socialization, peer
absence of financial literacy important to settle on influence, self-control and financial literacy.
significant financial choices in their own particular best
advantage [7]. Experts similarly largely concur that The next section provides the reviews of prior
financial literacy seems to be openly related with self- literature followed by the research methodology
beneficial financial literacy performance [8]. Financial respectively. The results are analysed and discussed in
literacy includes increases in financial awareness or the following section while some conclusions and
assistances and amends in financial performance [9]. recommendations are presented in the final section.
Actually financial literacy Influences College students
since it is an indispensable piece of our everyday lives Factors Affecting Financial Literacy: Several researchers
and the absence of it has been referred to by various have grown the call for early financial education of
reporters as a notable to lead the financial issue. The youthful grown-ups [13]. Students who were needed of
financial literacy circumstance of the present youth is financial awareness have expanded challenges that
described progressively by large amounts of obligation. proceed into later years. In their study on 924 students
Between 1997 until 2007, normal college student’s credit from 14 school grounds, Chen and Volpe [12] expressed
obligation ascended from $9, 250 to $ 19200 around 58% that students with higher financial education were both
expansion in the wake of representing inflation; normal more prone to keep financial records and more inclined to
obligation for students graduating with loans rose 6% in choose the right decision when given hypothetical
only one year between 2006 and 2007, from $18, 976 to $ situation in regards to a financial choice contrasted with
20, 098 [10]. students with less financial literacy. Chen and Volpe [12]

For dominant of college students, this was the first additionally found that students with less financial
occasion when they have encountered financial education  had  more  negative suppositions about
autonomous without a parent's supervision. With the finance and settled on more improper financial choices.
development of rducation management in Malaysia, which They brought up that having a low level of financial
tripled the quantity of college students into late decades, knowledge limits student’s capacity to settle on educated
(Economic Planning Unit, 2006) university or college choices. Furthermore, countless students do not know
students have turned out to be imperative consumer how to deal with their pay. When they have plenty of
market segment. Nonetheless, there has been little money, they just utilise it out on vital costs and some
research on financial behaviour particularly about saving which are redundant. Different studies likewise analysed
and obligation. Issue among Malaysian, particularly the association between student’s financial literacy and
college students, since the worry over the role of young different components, for example, parental socialization,
consumers is moderately new. Studies in the United saving behaviour, self-control and peer influence.
States and different nations demonstrated that college Different studies revealed that students who pay for the
students had bounty to spend however they likewise had greater part of their own university education seem to
low levels of financial literacy and had a tendency to be make a more quick, although more unsteady, move to
drive customers [11]. Chen and Volpe [12] through a adulthood because of absence of financial and social
review of some studies from 1993 until 1997, presumed capital [14, 15, 16, 17]. These obstacles incorporate higher
that poor learning of financial issues, for example, rates of unemployment and social inertness, prior



World Appl. Sci. J., 35 (10): 2194-2201, 2017

2196

pregnancy; bring down school participation, less suggested that higher financial literacy will leads to better
aggregate years of education, greater association in financial well-being and less financial concerns. Also,
viciousness and culpability and disclosure to unhealthy financial wellbeing will leads to less financial concern.
neighbourhood and wrongdoing. Cornwell and Murphy [27] concluded that since the

For individuals lacking of financial education National surveys recommended Texans have a moderately
programs, financial involvement have been recognized as little level of financial literacy that can poorly influence
a key enhancing financial literacy and advancement decision-making. Meanwhile state policymakers
personal financial obligation [18]. Webly et al. [19] instructed high school financial coursework in 2007,
inferred that parental alignment clearly affects the saving customer credit procedures of young Texas adults have
conduct of student. Parental socialization is inescapable amended.
in managing and urging their kids to gain from illiteracy to Sayinzoga et al. [28] identified that improved
financial literacy. Erskine et al. [20] concentrated on the financial literacy as one of the significant influences
indicators  of  children's  saving  conduct  in Canada. elucidating behavioural variations. However, they found
Their findings reliable with the studies of peer influenced no evidence about whether financial awareness spillover
by Duflo et al. [21] and Beshears et al. [22] which from skilled farmers to their peers in resident town banks.
demonstrated that people's conduct is probably going to Kumar, Watung, Eunike and Liunata, L. [29] concluded
be impacted by peer, since peer is the significant referent that the guardians are the first people for their kids, they
to an individual and one can be simply influenced by should  offer  good  empathetic  about  financial problem
peer’s conduct Financial self–control were related with to their kids that may move to children’s financial
positive saving attitudes. This confirmed that self-control behaviour and the choice that will be made later in the
of an individual assumes an imperative part towards the future. The education institute may ruminate about the
conduct saving [23]. students’ ages and economy position in creating financial

As recommended by Lodhi [24], the accounting education program. Therefore, it will be more effective to
information and financial literacy aids savers in raise the financial literacy between college students.
depressing information asymmetry and permits savers to Sivaramakrishnan et al. [30] confirmed that investment
finance in risky mechanisms. However as age and plan predicts the real investments in the stock market,
experience rise savers preference varies to less risky while financial literacy similarly found to be significant
funds, it does not mean that saver does not desire to impact on intention. Jonsson, et al. [31] showed that
invest in shares. Besides, Jappelli and Padula, [25] diverse procedures of financial literacy influence
presented an intertemporal portfolio decision model where attenuation of the personality effect. Specially, conclude
entities save, finance in financial literacy, distribute their that awareness about mutual funds and knowledge about
wealth among a risky and a safe asset and get a pension existing market circumstances influence the attenuation of
when they retire. They emphasised that financial literacy the personality effect. Moreover, no support for the
influences the additional return and the cost of stock influences of saving motives and risk approach on the
market contribution. The model revealed a positive attenuation of the personality preference.
relationship between stock market participation and
financial literacy and a negative relationship between the MATERIALS AND METHODS
generosity of the social security system and financial
literacy. The model moreover showed that the stock of The research is based on quantitative design using
financial literacy amassed initial in life is positively related questionnaire survey. The data was collected using
with the entity’s wealth and portfolio distributions later in personally administered questionnaire from the sample of
life. 200 undergraduate students in Bachelor of Business

Taft, Hosein and Mehrizi, [26] applied independent Administration program at Universiti Putra Malaysia.
two-sample test, correlation test, regression analysis and These samples were taken from first year’s executive
evaluated the linkage between financial literacy, financial students until final year’s students from trimester
concerns and financial wellbeing. The study found that 2012/2013 until 2013/2014. The actual respondents were
age and education are directly related with financial 192  and  this  represented  96%  of  the  response rate.
literacy and financial wellbeing. Moreover, married people The measurement of financial literacy including financial
and men are further financially literate. Their finding management  and  financial  knowledge were adopted from
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Sutherland & Canwell [32]. The scores were ranging from (34.7%) and RM501 to RM800 (15.3%). Only 8.3% of
1=strongly disagree, 2=disagree, 3=neutral, 4=agree and respondents that engaged in part-time received more than
5=strongly agree. The questions also asked the RM800 per month.
respondents on their existing spending and saving
behaviour. In the questionnaire, respondents were asked Personal Saving Behaviour and Financial Literacy: This
their the demographic profile such as respondent’s study found that majority of the respondents (68.5%) will
gender, age, marital status, allowance get from parents, invest in any unit trust if they have extra money or
loan, engage in part time and income from part time job. income, whereas only 31.5% of the respondents reported

The following section described the general that they are not interested. 64% of the respondents are
information of the factors influencing financial planning, willing to save for the future saving in Tabung Haji
experience and knowledge about financial literacy. Final (Pilgrimage Fund) while 36.0% will not save for the future.
section described the attitude toward saving behaviour The results also showed that on average, majority of
from parental socialization as parental is a role model for respondents agreed towards factors associated with
children to understand the important of financial literacy. saving behaviour.
Other factors were peer influence as most of students Table 1 demonstrated that the mean and standard
have greater influenced by their friends and self-control, deviations  for  saving behaviour. The highest mean of
which focused on how they control themselves for saving 3.70 is fall on C3 that respondent agreed to consider the
or spending behaviour. The questions were measured real needs before they make a purchase; while C4,
using five likert scales answer ranging from 1= strongly respondents followed the monthly budget scored the
disagree, 2 = disagree, 3=neutral, 4 = agree and 5= lowest mean (3.36).
strongly agree. Table 2 showed that item D1_6 has the highest mean

RESULT AND DISCUSSION that the respondents have high appreciation on their

Respondents’ Profile: Majority of the respondents are However, the lowest mean about 3.34 indicated that the
141 female (70.5%) and 51 male (29.5%). 44.5% of the respondents on average agreed to talk about financial
respondents fall into the age group of 22 to 23 years old management with their parents.
followed by the age group of 24 years old and above Table 3 indicated that respondents’ agreed that their
(31.5%) and 20 to 21 years old (16.5%). Majority of friends had saving account as the highest mean (3.56) and
respondents i.e. 92.0% is single and only 8.0% of the comparing their saving and spending behaviour with their
respondents are married. Most of the respondents receive peers as the lowest mean (3.15). This implied that the
allowance less than RM200 (45.5%) per month from their peers may have some effect on respondents’ saving
parents, followed by 42.5% who received allowance behaviour.
between RM201 to RM500, 10% received allowance Table 4 showed that on average, the respondents
RM501 to RM800 and only 2.5% of respondents received were disagreed about self-control factor. The highest
more than RM800 per month. Some of these respondents mean of 3.20 indicated that they were more concerned on
were working while studying and they also received some the short run rather than the long run planning on
allowance from additional sources such as education loan. financial matters. The lowest mean (2.56) indicated that
About 33.5% of respondents received allowance between they disagreed with this statement which stated that it’s
RM501 to RM800 per month from the education loan, too hard to make saving.
followed by 32% respondents received allowance Table 5 shows that item B6 has the highest mean
between RM201 to RM500, 30% of them received score  of   3.53,    which   showed  that  respondents
allowance less than RM200 and only 4.5% of respondents agreed that they have the ability to prepare their own
received more than RM800 per month from the loan. budget weekly and monthly. Item B5 has the lowest mean
Based on 71 (35.5%) of the respondents reported that score of 3.23, i.e. on their understanding of financial
they engaged in part-time and most of these respondents instruments such as bond and stocks. On average,
received income between RM301 to RM500 (41.7%) per majority respondents have moderate level of financial
month, followed by income received less than RM300 literacy.

score of 3.77 compared to the other statements meaning

parents’ help and advice about financial matters.
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Table 1: Saving Behaviour

No. Items Mean Std. Dev.

C1 I put money aside on a regular basis for the future. 3.52 0.874
C2 In order to save, I often compare prices before I make purchase. 3.66 0.866
C3 In order to save, I often consider whether the real necessity before I make a purchase 3.70 0.750
C4 In order to save, I always follow a careful monthly budget. 3.36 0.914
C5 I always have money available in the event of emergency. 3.54 0.867
C6 In order to save, I plan to reduce my expenditure. 3.65 0.801
C7 I save to archive certain goals. 3.58 0.823
C8 I save until the end of my semester. 3.46 0.950

Table 2: Parental Socialization

No. Items Mean Std. Dev.

D1-1 My parents are good example for me when it comes to financial management. 3.55 0.996
D1-2 I always talk about financial management with my parents. 3.34 0.858
D1-3 It is good when my parents control my spending. 3.52 0.913
D1-4 It is good thing to ask my parents to keep hold my money sometimes to help me save. 3.49 0.919
D1-5 My parents are proud of me for saving. 3.59 0.803
D1-6 I appreciate it when my parents give me advice about what to do with my financial. 3.77 0.806
D1-7 I save money because I don’t think my parents should pay for thing I don’t really need but like. 3.62 0.854
D1-8 Saving is something I do regularly because my parents wanted me to save when I was little. 3.69 0.866

Table 3: Peer Influence

No. Items Mean Std. Dev.

D2-1 As far as I know, some of my friends regularly do save with a saving account. 3.56 1.026
D2-2 I always discuss financial management issue (saving) with my friends. 3.24 0.885
D2-3 I always compare the amount of saving and spending with my friends. 3.15 1.019
D2-4 I always spend my leisure time with my friends. 3.23 0.843
D2-5 I always involve in money spending activities with friends. 3.38 0.932

Table 4: Self-control

No. Items Mean Std. Dev.

D3-1 I don’t save, because I think it’s too hard. 2.56 1.115
D3-2 I enjoy spending money on things that aren’t practical. 2.94 1.018
D3-3 When I get money, I always spend it immediately (within 1 or 2 days). 2.76 1.157
D3-4 ‘I see it, I like it, I buy it’ describe me. 2.68 1.202
D3-5 ‘Just do it’ describes the way I buy things. 2.68 1.138
D3-6 ‘Buy now, think about it later’ describe me. 2.66 1.172
D3-7 I always failed to control myself from spending money. 2.76 1.053
D3-8 I always failed to control myself from spending money. 2.84 1.034
D3-9 When I set saving goals for myself, I rarely achieve them. 3.08 0.992
D3-10 I am more concerned with what happens to me in short run than in the long run. 3.20 0.970

Table 5: Financial Literacy

No. Items Mean Std. Dev.

B1 I have better understanding of how to invest my money. 3.46 0.907
B2 I have better understanding of how to manage my credits use. 3.47 0.856
B3 I have the ability to maintain financial records for my income and expenditure. 3.40 0.827
B4 I can manage my money easily. 3.51 0.862
B5 I have better understanding of financial instruments (e.g. Bonds, stock, T-bill, time value of money, future contract, 3.23 0.981

option and etc.)
B6 I have the ability to prepare my own budget weekly and monthly. 3.53 0.832
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Table 6: Reliability Value
Construct Cronbach’s Alpha Number of Items
Saving Behaviour 0.811 8
Parental Socialization 0.774 8
Peer Influence 0.679 5
Self-control 0.898 10
Financial Literacy 0.805 6

Table 7: Pearson Correlation Analysis
Items Pearson Correlation Sig. (2-tailed)
Saving Behaviour 0.596**

0.000
Parental Socialization 0.563**

0.000
Peer Influence 0.298**

0.000
Self-control - 0.116

0.101
Financial Literacy 1.000

Reliability Value: The value of Cronbach Alpha for all
variables in this study showed high reliability values
which ranged between the values of 0.679 to 0.898, as
shown in Table 6.

Correlation Analysis: The results of Pearson Correlation
in Table 7 showed that that three variables i.e. saving
behaviour, parental socialization and self-control have
positive  association  with financial literacy. However,
self-control factor has negative association with financial
literacy. Saving behaviour has the strongest correlation
with financial literacy (r=0.596), followed by the parental
socialization (r=0.563) and peer influence (r=0.298). On the
other hand, self-control had negative correlation with
financial literacy (r=- 0.116).

Generally, the results indicated that the level of
financial literacy among business students in Universiti
Putra Malaysia were at moderate level. This is consistent
with statement by Sabri [1] that this is first time students’
experienced financial independence without parents’
supervision at higher education. Therefore, students need
time to build their real understanding on financial
knowledge and they should learn how to manage their
own financial activities in the future. The finding shows
that saving behaviour has positive association with
financial literacy and students with higher level of
financial  literacy  are  more  likely  to save or invest.
Saving behaviour, parental socialization, peers influence
and self-control have positive association with financial
literacy while self-control factor has negative association
with  financial  literacy. The result is consistent with
Webly et al. [19] which inferred that parental alignment

clearly affects the saving conduct of students. Parental
socialization is inescapable in managing and urging their
kids to gain from financial illiteracy to financial literacy.
Peer impact has positive relationship with saving conduct
and reliable with Duflo et al. [21] and Beshears et al. [22]
who found that people's conduct is probably going to be
impacted by peer since peer is the notable referent to an
individual and one can be effortlessly affected by
associate's conduct. Meanwhile, the outcome likewise
demonstrates a negative relationship between discretion
and budgetary proficiency and that suggested the greater
part of students still frail to control their self for saving
because they were more worried about financial activities
in short-run instead of over the long-run.

RECOMMENDATION AND CONCLUSION

Financial literacy is vital for university students to
keep up a compelling saving behaviouras financial literacy
will empower the students to deal with their cash
successfully and financial education is the most ideal
approach to upgrade students’ financial knowledge and
abilities [33]. So, it is essential for government and
education ministry to develop an effective education
programs and skills to enhance the financial literacy level
among university students. Financial management
workshops or seminars can be directed as option program
for enhancing the students’ financial approach,
knowledge and performance. Moreover, financial
socialization procedure of youthful saver can be
accomplished through interaction, communication and
awareness with socialization operators, for example,
guardians and associates. Teachers may likewise consider
the financial socialization prepare as the primary
procedure in working up students’ financial conduct.
Policy makers can effectively compose financial talks or
campaigns that include guardians to support
communication of financial issues amongst them and their
kids in a persuasive way. In educational program, the
target must be plainly conveyed to students so as to
perceive that restraint is a vital ability for students to
perform sound financial control.

Furthermore, university students concurred that
having a feeling of restraint can help them to deal with
their funds in reasonable way. They additionally trust that
discretion will postpone their quick satisfaction and
accordingly stay away from imprudent spending.
Subsequently, this recommends it is vital for guardians to
monitor their kid’s financial conduct and furthermore set
up restraint among their children. Guardians ought to
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dependably  urge  their  kids  not  to spend indiscreetly 10. Reed, M., 2008. Student Debt and the Class of 2007.
and also  control  them  in  dealing with their financial The Project on Student Debt.
issues.  In  this study, parental socialization is a decent http://projectonstudentdebt.org/files/pub/classof20
indicator of their children's financial proficiency to save. 07.pdf.
Guardians dependably assume the central role in 11. Danes, S.M., C. Huddleston-Casas and L. Boyce,
encouraging and advancing their kids' investing or saving 1999. Financial planning curriculum for teens: Impact
[34]. Numerous students concurred that they will keep up evaluation. Journal of Financial Counselling and
a sound saving conduct if their parent confine on their Planning, 10(1): 26.
spending or keep some portion of their money for saving. 12. Chen, H. and R.P. Volpe, 1998. An analysis of
Consequently, this finding edifies the guardians on how personal financial literacy among college students.
they can support saving among their children and Financial Services Review, 7(2): 107-128.
ultimately influence on their future life and individual 13. Roberts, J. and E. Jones, 2001. Money attitudes,
prosperity. Future research is suggested to draw a more credit card use and compulsive buying among
sample size to students from various faculties and American college students. The Journal of Consumer
different universities for greater generalization of the Affairs, 35: 213-240.
findings. 14. Bergin, S.C., A.C. De Marco, T.V. Shaw, G.J. Unick,
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