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Abstract

Personal financial management is important, given uncertainties in both financial 
and economic environment. However, published research on African Generation Y 
students’ personal finance behavior and knowledge is limited. This study aimed to 
evaluate African Generation Y students’ personal finance behavior in terms of their at-
titudes towards financial planning and whether this cohort believes that they have the 
skills to manage their finances successfully. In addition, this study sought to evaluate 
African Generation Y students’ knowledge regarding personal finance. A convenience 
sample of 500 African students across the campuses of two South African public higher 
education institutions situated in the Gauteng province was surveyed using structured, 
self-administered questionnaires. The t-test results indicate that the sample deems the 
process of planning personal finances and managing credit, insurance, investment, and 
estate, as important. Moreover, the students scored low in the broad personal finance 
knowledge areas of basic finance, saving, spending, and debt, suggesting that this co-
hort is financially illiterate. The results also indicated that the students think they have 
the financial skillset to manage their personal finances. A high Pearson’s correlation co-
efficient was noted between sampled participants’ personal finance behavior and their 
observed personal finance management skillset regarding the relationship between 
the constructs. However, an insignificant relationship was found between attitudes 
towards personal finance and financial knowledge and between financial knowledge 
and African Generation Y students’ apparent finance skills. Understanding African 
Generation Y students’ personal finance behavior and knowledge, universities and 
financial institutions can more effectively identify gaps and deficiencies in students’ 
personal finance endeavors.
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INTRODUCTION 

Planning and managing personal finances is important, especially giv-
en the unpredictable and uncertain events that abound in the econom-
ic and financial environment (Swart, 2012). Economic threats such as 
unemployment, escalating interest rates and a diminishing buying 
power of money (Shim et al., 2009), as well as the constant increase in 
the aged population and longer life expectancy (Lai & Tan, 2009), ac-
centuate the need for and importance of personal financial planning 
(Fünfgeld & Wang, 2009), and that everyone, students included, irre-
spective of individuals’ level of income and personal wealth, should 
engage in personal financial planning (Gitman & Joehnk, 2008). 

In South Africa, there is a dearth of published research on the African 
Generation Y market segment’s personal finance behavior and knowl-
edge. As such, the aim of this study was to assess African Generation Y 
students’ personal finance behavior regarding their attitudes towards 
financial planning and whether this cohort believes that they have the 
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skills to manage their finances successfully. Additionally, this study evaluated African Generation Y 
students’ knowledge regarding personal finance. The relationship between these three constructs was 
then evaluated. 

Understanding African Generation Y students’ personal finance behavior and knowledge, financial in-
stitutions may be better positioned to transfer product and related financial information to this impor-
tant segment of the market, and in doing so, improve financial service delivery. Furthermore, deficien-
cies in how effectively this target market manages its personal finances can be identified and addressed.

1. LITERATURE REVIEW

Personal financial planning involves establish-
ing short, medium, and long-term financial ob-
jectives. These objectives are set by following a 
personal financial planning process. The process 
is generally based on the individuals’ desired 
lifestyle, stage in the life cycle, opportunities, 
threats, and needs in the various personal finan-
cial planning areas to guarantee financial free-
dom when reaching retirement age (Swart, 2012). 
To successfully manage personal finance, finan-
cial knowledge about several financial aspects, 
areas, and financial planning process is neces-
sary (Boon et al., 2011). This is because all-en-
compassing financial plan incorporates many 
financial factors that could have a financial im-
pact on the individual (Swart, 2012). While there 
are many areas to consider in managing person-
al finances, this study included the areas of cred-
it management, insurance planning, investment 
management, and estate planning. 

Credit management denotes spending within 
your means and establishing whether something 
can be afforded or not. Managing credit signi-
fies debt management to avoid potentially neg-
ative financial ruin (Swart, 2012). Planning for 
insurance means that an individual analyses po-
tential financial risks and then takes the neces-
sary measures to control and minimize the risks 
(Botha et al., 2011). Investment planning com-
prises investing financial resources in financial 
assets to generate an income (Van Gijsen, 2002). 
Individuals should save and invest sufficiently, 
early, and for a long period. In doing so, individ-
uals can adequately fund their retirement years 
(Biehler, 2008). During estate planning, an in-
dividual’s wealth is organized and managed to 
ensure that loved ones are provided financially 
after their death (Botha et al., 2012).

Although the management of one’s finances is 
important, it is worrisome that many individu-
als, including the youth, do not plan and man-
age their personal finances. Australia and New 
Zealand Banking Group found that 37 percent 
of people between 18 and 70 years are unaware 
of how much savings are enough to retire with 
financial freedom (Louw, 2009). In South Africa, 
fewer than one in every ten individuals can re-
tire comfortably. These findings infer that many 
people worldwide lack personal finance knowl-
edge and do not embark on the personal financial 
planning process (Swart, 2012). Being financial-
ly illiterate makes personal financial planning 
difficult and leads to improper financial deci-
sion-making (Boon et al., 2011).

Financial knowledge represents the ability to 
appropriately understand and apply financial 
management skills (Vitt et al., 2005). Effective 
financial planning, debt management, accurately 
calculating interest rates, and understanding the 
power of compound interest are all characteris-
tics of being financially knowledgeable. Besides, 
financially literate individuals are better posi-
tioned to recognize and understand aspects relat-
ed to asset and money management (Swart, 2012). 
As such, financially knowledgeable individuals 
are likely to make proper financial decisions 
and behave financially responsibly. Responsible 
financial behavior includes the timely payment 
of credit card debt and prioritizing spending ac-
cording to needs and not wants. Moreover, a fi-
nancially responsible individual is likely to live 
within their means and is unlikely to exceed a 
credit limit. Therefore, through financial educa-
tion, individuals can safeguard long-term finan-
cial health (Chinen & Endo, 2012).

The financial knowledge of individuals has 
been assessed in several international markets. 
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These international markets include the United 
Kingdom (Miles, 2004), several European na-
tions (Christelis et al., 2005), and Japan (Lusardi 
& Mitchell, 2007). These studies found that the 
participants were financially illiterate, suggesting 
that poor financial knowledge is a global problem 
and phenomenon. Looking specifically at univer-
sity students’ financial knowledge, several studies 
(Danes & Hira, 1987; Volpe et al., 1996; Chen & 
Volpe, 1998) found that university students lack 
the necessary financial knowledge. Likewise, in 
South Africa, financial knowledge is a challenge. 
This country’s educational system fails to educate 
and train personal finance to school children, uni-
versity students, and adults, consequently leading 
to a financially illiterate society with little under-
standing of its financial dealings (Swart, 2012). 
In particular, university students lack financial 
knowledge because most university degrees have 
very little personal finance content (Swart, 2005). 
As such, it seems as if the lack of education on a 
global scale fails a generation of the future to man-
age their personal finances effectively. 

Individuals should be financially knowledgeable 
to develop the skills necessary to manage per-
sonal finances successfully. Moreover, attitudes 
towards personal finance influence personal fi-
nancial management skills (Leskinen & Raijas, 
2006). Financial skill is an individuals’ application 
of financial knowledge and insights when mak-
ing important financial decisions and analyzing 
financial information (Kempson et al., 2006). To 
successfully manage everyday life activities, it is 
important that all spheres of society, including 
Generation Y students, develop a financial man-
agement skillset (Falahati et al., 2011). In doing so, 
Generation Y students can maintain low levels of 
debt, healthy savings, and exercise more prudent 
spending (Chinen & Endo, 2012). 

Generation Y individuals were born between 1986 
and 2005 (Markert, 2004). They are the upcom-
ing economic generators and wealth accumula-
tors (DeRogatis, 2013) with high possible aggre-
gate spending (Cui et al., 2013) and high buying 
power (Bleedorn, 2013), making them a valuable 
market segment to a wide spectrum of financial 
organizations, such as insurance companies, re-
tail banks, and investment management corpora-
tions. In South Africa, the African Generation Y 

cohort is a particularly rewarding market because 
they make up nearly 84 percent of the country’s 
total Generation Y population (Stats SA, 2020). 
The African middle-class, referred to as Black 
Diamonds, is rapidly increasing and comprises 
financially well-off and highly educated individu-
als, individuals pursuing professional careers, and 
upwardly mobile younger individuals (Olivier, 
2007). Future growth in this market is expected 
to come largely from individuals of the African 
Generation Y cohort who possess a tertiary quali-
fication (Bevan-Dye et al., 2009). 

2. METHOD

2.1. Sample

The sample comprised 18 to 24-year-old African 
Generation Y students enrolled at a South African 
public higher education institutions (HEIs). Of 26 
registered South African HEIs, two HEI campuses 
were selected using judgment sampling. On each 
campus, 250 African Generation Y students were 
conveniently chosen to participate in the study. 

2.2. Research instrument 

A self-reporting survey questionnaire was de-
signed and used to collect the study’s data. The 
questionnaire comprised a cover letter outlining 
the main purpose of the study and guaranteed 
the participants’ privacy. Following the cover let-
ter, the questionnaire included a section about the 
demographics of the participants, a section com-
prising 27 adapted scaled-response items from the 
Boon et al. (2011) personal finance behavior study, 
a section containing 18 multiple-choice questions 
from the Symanowitz (2006) financial knowl-
edge study and a section containing ten adapted 
scaled-response items from Falahati et al.’s (2011) 
financial skills study. The personal finance behav-
ior constructs included the process of financial 
planning (5 items), credit management (5 items), 
insurance planning (5 items), investment man-
agement (8 items), and estate planning (3 items). 
The students’ financial knowledge was assessed in 
four areas, namely basic financial knowledge (9 
questions), savings measures (4 questions), man-
aging spending (3 questions), and controlling debt 
(2 questions). A total of 10 scaled items assessed 
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the students’ financial skills. All scaled items were 
measured on a six-point Likert-type scale, ranging 
from strongly disagree (1) to strongly agree (6).

2.3.	Research design

A descriptive research design and a single cross-sec-
tional research method were used in this study.

2.4.	Data collection procedure

The mall-intercept survey method was used to col-
lect data at the two HEI campuses, whereby field-
workers circulated the questionnaires to those 
participants willing to participate in the study. 

2.5. Data analysis

To analyze the data, IBM’s Statistical Package 
for Social Sciences (SPSS) version 26 was used. 
Descriptive statistics, internal consistency reliabil-
ity, t-tests, and Pearson’s product-moment correla-
tion coefficient were included in the data analysis.

3. RESULTS

3.1.	Sample description

Of 500 participants, 385 participants completed 
the questionnaire in full, giving this study a re-
sponse rate of 77 percent. A description of the 
sample participants is summarized in Table 1. 

Table 1. Sample description

Age N (%) Gender N (%)
Year of 

study
N (%)

18
40 

(10)
Male

144 

(37)
1st year 161 (42)

19
79 

(21)
Female

241 

(63)
2nd year 94 (24)

20
94 

(24)
3rd year 130 (34)

21
120 

(31)

22
52 

(14)

3.2.	Personal finance behavior

Descriptive statistics were calculated to evaluate 
African Generation Y students’ personal finance 
behavior in terms of attitudes towards the pro-

cess of financial planning, credit management, in-
surance planning, investment management, and 
estate planning. The mean (X̄) and standard de-
viation (SD) values for the five constructs are re-
ported in Table 2. The internal consistency relia-
bility of the scale was assessed by computing the 
Cronbach’s alpha coefficient (α) for each construct, 
where values of 0.60 and above suggest adequate 
reliability (Malhotra, 2010). A one-sample t-test 
was run to check whether the calculated means 
were statistically significant. These results are 
summarized in Table 2.

Table 2. Personal finance behavior 

Financial planning 

constructs 
X̄ SD α t-value p-value

Financial planning 3.948 0.921 0.711 20.192 0.000*

Credit management 4.187 1.282 0.736 18.156 0.000*

Insurance planning 4.227 1.001 0.711 24.051 0.000*

Investment 

management
4.551 0.717 0.628 42.441 0.000*

Estate planning 5.142 0.889 0.817 47.275 0.000*

Note: *Significant at p < 0.05 (1-tailed).

As shown in Table 2, the means of each construct 
recorded on the six-point Likert-type scale were 
all above 3.5, inferring that the sampled partici-
pants have a positive attitude towards personal fi-
nance. The calculated means were also statistically 
significant (p = 0.000 < 0.05). Estate planning re-
corded the highest mean value (X̄ = 5.142), sug-
gesting that African Generation Y students believe 
that looking after your loved ones after death is 
important. The Cronbach’s alpha values for each 
construct exceeded 0.60, which indicates inter-
nal-consistency reliability. 

3.3.	Financial knowledge

Table 3 reports the mean percentages of the cor-
rect answers in each of the respective personal fi-
nancial management areas. 

Table 3. Financial knowledge 

Areas of financial 
knowledge 

Number of 

questions Mean (%)

Basic financial knowledge 9 4.953 (55.0)

Savings measures 4 1.938 (48.4)

Managing spending 3 1.091 (36.4)

Controlling debt 2 1.000 (50.0)

Overall score 18 8.982 (49.9)
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Table 3 indicates that African Generation Y stu-
dents answered less than 50 percent of the person-
al finance questions correctly. The highest percent-
age was achieved in the basic financial knowledge 
area, followed by debt control questions. These 
poor results suggest that the students lack the es-
sential financial knowledge to manage personal fi-
nances effectively.  

3.4.	Financial skills 

Descriptive statistics were calculated to evaluate 
the students’ observed personal financial skills. 
The mean (X̄) and standard deviation (SD) for each 
item are reported in Table 4. To check the inter-
nal-consistency reliability of the scale, Cronbach’s 
alpha coefficient (α) was calculated. Moreover, to 
assess the calculated means as statistically signifi-
cant, a one-sample t-test was run. The results are 
outlined in Table 4. 

As delineated in Table 4, all the means were greater 
than 3.5, signifying that African Generation Y stu-
dents think they have the financial skillset to man-
age their personal finances. The calculated means 
were also statistically significant (p = 0.000 < 0.05). 
The highest mean value was returned for deci-
sion-making skills (X̄ = 4.873), followed by prob-
lem-solving skills (X̄ = 4.842). A Cronbach’s alpha 
value of 0.818 was recorded for this scale, which 
indicates internal-consistency reliability.

3.5.	Correlation analysis 

A correlation matrix of Pearson’s product-moment 
correlation coefficients was computed to assess the 

relationship between the constructs. Table 5 out-
lines the results.

Table 5. Correlation matrix

2 3

Personal finance behavior (1) 0.069 0.514*

Financial knowledge (2) –0.058

Financial skills (3)

Note: *Statistically significant at p ≤ 0.01 (2-tailed). 

As outlined in Table 5, the relationship between 
African Generation Y students’ personal finance 
behavior and their observed personal finance 
management skillset (r = 0.514, p < 0.01) was posi-
tive and statistically significant. However, an insig-
nificant relationship was found between attitudes 
towards personal finance and financial knowledge 
(r = 0.069, p > 0.01), as well as between financial 
knowledge and African Generation Y students’ 
apparent finance skills (r = –0.058, p > 0.01). 

4. DISCUSSION 

It is important that marketers from various finan-
cial organizations, such as retail banks, investment 
management companies, and insurance brokerag-
es, better understand the personal finance behav-
ior and knowledge of the growing African middle 
class in South Africa. This is because the African 
middle class represents a profitable and reward-
ing market segment. Of particular importance 
are university students, as African Generation Y 
university graduates contribute to this market seg-
ment’s future growth. The purpose of this study 
was to evaluate African Generation Y students per-

Table 4. Observed personal finance skills 

Personal finance skills X̄ SD Standard error t-value p-value

Managing expenditures 4.600 1.223 0.062 25.449 0.000*

Controlling credit/debt 4.429 1.336 0.068 20.973 0.000*

Managing funds for future needs 4.436 1.231 0.062 22.874 0.000*

Managing time 4.296 1.334 0.068 19.049 0.000*

Managing stress 4.112 1.346 0.068 16.204 0.000*

Saving skills 4.530 1.082 0.055 27.735 0.000*

Negotiating skills 4.738 1.061 0.054 32.132 0.000*

Skilled at decision-making 4.873 0.974 0.049 37.708 0.000*

Solving problems 4.842 0.928 0.047 38.909 0.000*

Career planning 4.794 1.034 0.052 33.941 0.000*

Note: *Statistically significant at p < 0.05.
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sonal finance behavior in terms of their attitudes to-
wards financial planning and their knowledge and 
to assess whether this cohort believes that they have 
the skills to manage their finances successfully.

The findings of this study suggest that African 
Generation Y students seem to have a significant 
positive attitude towards planning personal financ-
es and managing their credit, insurance, investment, 
and estate. While all the constructs returned a high 
mean value, the highest mean value was recorded 
for estate planning, inferring that the students be-
lieve that having a will and taking care of family or 
friends after death is more important. From a mar-
keting perspective, these positive financial behaviors 
and attitudes force the financial services industry to 
become more knowledgeable at marketing financial 
products and services to the youth market segment in 
general and the African Generation Y students mar-
ket segment in particular. As Generation Y students 
are savvy in terms of using technology, financial in-
stitutions are encouraged to use technology that this 
cohort finds appealing and familiar such as online 
messaging, communicating and sharing informa-
tion on social networking sites including Facebook, 
Twitter, and Instagram, as well as developing effec-
tive, useful, and easy to use mobile applications. 

In terms of African Generation Y students’ fi-
nancial knowledge, evidence in the sample 
infers that they lack the necessary financial 
knowledge to manage their personal finances 
effectively. The results suggest that the sam-
pled participants have little basic financial 
knowledge and limited knowledge about sav-
ings measures, managing spending, and debt 
control measures. This lack of financial knowl-
edge is consistent with the low levels of financial 
knowledge globally and paints a clearer picture 
of why many South African households have in-
sufficient savings, are over-indebted, and spend 
recklessly. Therefore, universities, government, 
and the financial services industry must invest 
in financial education and training to address 

the financial knowledge problem and needs of 
students and society in general.

Regarding African Generation Y students’ observed 
financial skills, the results indicate that students be-
lieve that they are equipped with the essential skills 
to manage their finances. The students believe that 
they are more skilled in decision-making and prob-
lem-solving and less in managing time stress. While 
African Generation Y students opine that they have 
the skills to manage their finances, financial knowl-
edge deficiency begs whether students are indeed 
equipped with crucial financial skills. Therefore, 
universities and financial institutions must pres-
ent workshops and seminars and establish financial 
counseling centers to evaluate and develop students’ 
financial skills. 

Although this study found a strong and statistically 
significant positive relationship between the students’ 
personal finance behavior and their observed finan-
cial management skillset, the association between 
personal finance behavior and financial knowledge 
and the association between financial knowledge 
and African Generation Y students’ financial skills, 
was insignificant. The relationship between personal 
finance behavior and financial skills infers that the 
more positive students’ attitudes towards personal fi-
nance are, the more skilled they think they are man-
aging their personal finances. 

5. LIMITATIONS AND FUTURE 

RESEARCH

The first limitation of this study is the non-proba-
bility convenience sampling method used to sur-
vey the participants. When using convenience 
sampling, interpreting the results should be done 
with due care. Besides, a longitudinal study may 
produce more accurate results than the single 
cross-sectional design used in this study. Future 
research surveying more than one ethnic group is 
encouraged. 

CONCLUSION

Personal finance behavior and knowledge amongst the Generation Y cohort in South Africa is largely 
under-researched. Therefore, this study aimed to evaluate African Generation Y students’ personal fi-
nance behavior in terms of their attitudes towards financial planning and whether this cohort believes 
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that they have the skills to manage their finances successfully. Besides, this study sought to evaluate 
African Generation Y students’ knowledge regarding personal finance. The study’s results indicate that 
the sample deems the process of planning personal finances and managing credit, insurance, invest-
ment, and estate, as important. Moreover, the students scored low in the broad personal finance knowl-
edge areas of basic finance, saving, spending, and debt, suggesting that this cohort is financially illiterate. 
The results also indicated that the students think they have the financial skillset to manage their person-
al finances. A high Pearson’s correlation coefficient was noted between sampled participants’ personal 
finance behavior and their observed personal finance management skillset regarding the relationship 
between the constructs. However, an insignificant relationship was found between attitudes towards 
personal finance and financial knowledge and between financial knowledge and African Generation Y 
students’ apparent finance skills. By better understanding African Generation Y students’ personal fi-
nance behavior and knowledge, universities and financial institutions can identify gaps and deficiencies 
in students’ personal finance endeavors more effectively. The results of this study may aid financial in-
stitutions such as retail banks and investment management companies to better target and service this 
market segment through appropriate product information. Moreover, further studies through interdis-
ciplinary research would benefit from the findings of this study. Besides, this study pointed out the per-
sonal finance areas in which training should be provided. A key future assignment for personal finance 
professionals would be to design, deliver, and assess these personal finance training programs’ effective-
ness. More effective programs that would correct the deficiencies can be developed by identifying and 
understanding the importance and weaknesses in students’ personal finance behavior and knowledge.
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