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ABSTRACT

The general objective of the study was to deterrtiigerelationship between financial knowledge
on the personal financial practices of the youtiiKémya. The study was guided by three specific
objectives: to determine the relationship betweparfcial knowledge and the money management
practices of the youth in Kenya; to determine #latronship between financial knowledge and the
savings and investment culture of the youth in Kergnd to establish the relationship between

financial knowledge and the financial risk managenpegactices of the youth in Kenya.

A case study design was used. The population ofsthdy comprised of all participants who
completed the Financial Knowledge for Africa (FIKAjining program. The research targeted
youth who were successfully trained and graduatstimated at 182,096 peopl&. convenient
sample of 60 respondents was selected through bativeampling technique. Recipients of the
FIKA training were evaluated against a control grobat did not participate in the program. Data
was collected through the administration of a goasgire whose measure of reliability yielded
Cronbach’s Alpha of .827. Independent sample tutest used to compare the mean scores of the
data between the study group and the control griodgrences were drawn using Spearman’s Rank
Correlation Coefficients and multiple regressiondelting techniques. The data was analyzed using

SPSS and presented in figures and tables.

The study established that financial knowledge &xrpld 44.7% of the variance in the financial
practices of respondents. Individual financial picas that could be explained by the FIKA program
were: timely bill payment, prompt debt collectignmijoritization of expenditures and exercising due
diligence on loan terms. Financial knowledge hddnéted effect on the savings and investment
practices of the individuals as it only increadeel individual’s understanding of the concept of.ris

In terms of risk management, financial knowledgeanted through the FIKA training program

only resulted in an increased uptake of medicalransce. The study recommended that financial
literacy programs should be reinforced with initias that enhance the financial capability of

recipients of financial training for the programhtave any significant impact.
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CHAPTER ONE: INTRODUCTION

1.1 Background of the Study
The need for financial literacy is recognized wuiide. For example, studies conducted in

the United States (US) suggest that people have lbwels of financial literacy

(Birkenmaier, Curley and Sherraden, 2013). The@sthuote a recent national study with
a sample of 1,500 US adults which found that pedipiek they know more than they
really do as measured by simple questions aboertast, inflation and risk diversification.
Low levels of financial knowledge have also beegporéed in North East India (Bhanot,
Bapat and Bera, 2012), among Malaysian youth (S&wbk and Gudmunson, 2012)

including Uganda and Kenya (Kefela, 2010).

The collective response by public and private ogions to the accepted and often
demonstrated need for financial education has lmaeressive in size and scope (Xiao,
2008). For example, the US government developedatiohbl Strategy for Financial
Literacy (Birkenmaier et al.,, 2013). In Germanynaiincial education initiatives are
organized on a voluntary basis and consist mamliguipport offered by debt counselling
agencies or consumer associations (Vandone, 2@0®.of the important drivers to the
increased attention to financial literacy include trise in consumer debt levels, the
decline in already low personal saving rates amdithrease in non-business bankruptcy

filings (Braunstein and Welch, 2002).

1.1.1 Financial Knowledge
Financial knowledge or literacy is a broad concenatt includes both information and

behavior and it is relevant for all consumers rdlgems of their wealth or income (Kefela,

2010). Hillman (2009) defines it as the ability ke informed judgments and to take



effective actions regarding the current and futuse and management of money. It
includes the ability to understand financial chejgglan for the future, and spend wisely,
and manage the challenges associated with lifetev&ch as a job loss, saving for
retirement or paying for a child’s education. Aatiog to Kloeppinger-Tood and Sharma
(2010), it provides a foundation for managing magnelyich is an indispensable skill in a
world where microfinance products and servicespandiferating at the same time that
overly aggressive financial services providers ewer ready to pressure the consumer.
Financial knowledge and understanding involve thvaraness of the income available:
that is, how much money there is for consumptiod saving (Pellinen, Tormakangas,

Uusitalo and Raijas, 2010).

The terms financial literacy, financial knowledgedafinancial education often are used
interchangeably in the literature and popular mé¢Hiaston, 2010). A review of literature
indicates that the concept of financial knowledgefinancial literacy has been used
interchangeably with other terms such as finanedcation and financial capability to
mean one and the same thing (Durband and Brit2;2Rfotts, 2012; Lucey and Laney,
2012). Birkenmaier, Curley and Sherraden (2013)strant the concept of financial
capability as both an individual and a structudsa as it combines a person’s ability to
act with their opportunity to act. According to taethors, the key distinction between
financial literacy and financial capability is thatbe financially capable, people must be
more than financially literate; they must also haeress to financial products and
services that allow them to act in their best foiahinterest. Together, ability and
opportunity contribute to a person’s financial ftiaging in ways that lead to improved
financial well-being and life chances. Pellinenymakangas, Uusitalo and Raijas (2010)

added that the breadth of financial capability rete the investors’ knowledge, skills and



responsibility about the variety of financial conufites in the market such as financial

services and institutions, legislation and taxation

Citing the Organization for Economic Cooperatiord &evelopment (OECD) definition,

O'Connell (2008) considers financial education a®cg@ss by which financial

consumers/investors improve their understandinfinaincial products and concepts and,
through information, instruction and/or objectividvece, develop the skills and confidence
to become more aware of financial risks and opmities, to make informed choices, to
know where to go for help, and to take other effecactions to improve their financial

well-being. Birkenmaier et al. (2013) identified dwvays through which people learn
about financial matters: first, financial sociatioa provides a foundation of attitudes,
knowledge and skills as children observe and |&am their families and others as they
grow up, a process that continues into adulthooecofd, financial education also

contributes to people’s knowledge and skills.

Whichever the term adopted, financial knowledge daised the attention of a wide range
of major banking companies, government agencigssgroots consumer and community
interest groups, and other organizations (Braumsted Welch, 2002). Basic education in
household finance and financial management histtlyibas not been provided in schools
and colleges in most countries (Groome, Blanchet Hiaas, 2005). Interest groups,
including policymakers, are concerned that consamack a working knowledge of

financial concepts and do not have the tools thegdnto make decisions most

advantageous to their economic well being (Braumsted Welch, 2002).



1.1.2 Personal Financial Practises

Rivon (2007) defines personal finance as the psooé®arning, managing or allocating,
controlling and dispensing your money. In their @mnpl work, Nyamute and Maina
(2010) identified personal financial practices theanifest in money problem behaviors
such as over-indebtedness, overspending, unwisefuseedit, bad spending decisions,
poor money management and inadequate money to ma#te meet. Consequently,
Birkenmaier, Curley and Sherraden (2013) obserag tiotwithstanding efforts to cope
with financial strain, many people suffer shortateand long-term ill effects. The authors
find evidence which links financial strain with salc psychological and physical ills.
They conclude that financial problems arising frpwor financial practices shapes not
only a household’'s balance sheet, but also affeotsal, emotional and physical well-
being. A financially responsible person understaihds$ the decisions made always have
an influence on other people or actors in the conitpPellinen, Tormakangas, Uusitalo

and Raijas, 2010).

Personal financial practices are however contingerthe person’s financial capability.
FSD Kenya (2009) characterized financially capadaeple as people who are resilient to
changing financial needs. They contended that thetipes of financially capable people
are less vulnerable to using or overusing prodtitas do not meet their needs. They
know, for example, how to balance credit and sasjihgw much insurance they need and
how to structure their financial tools to meet thgoals. They have better welfare
outcomes, because they make savvy financial desistbat help them realize their

investment and savings goals, protect their assetssmooth consumption.



1.1.3 Relationship between Financial Knowledge arf@lersonal Financial Practises

People at all income levels may have different ueses and opportunities, but they still
typically share common goals: they seek to put fondhe table, educate their children,
own a home, and plan for the future (Kloeppingeod@and Sharma, 2010). Families thus
require knowledge and skills to deal with an insiegly complex and challenging array
of economic decisions. They should understand fir@ncial goals and have knowledge
and skills for financial management, especiallyaiworld of diminishing resources. They
need to understand how to interact with financiadvjgers and how to discern good

options from bad ones (Birkenmaier et al., 2013).

Birkenmaier et al. (2013) further argue that timeits of what people learn from financial
socialization, combined with growing financial colexity of people’s lives and financial
products and services, have prompted many to aall niore financial education.
Policymakers, practitioners, and financial instdos have responded with a proliferation
of financial education programs. Some have widaugpcovering topics such as basic
numeracy, spending, planning, budgeting, earningdit debt, bill paying, saving,
managing financial risk, investing, or taxes. Atling to Kloeppinger-Tood and Sharma
(2010), the core of a financial education agendludes budgeting, savings and managing
debt. However, it also involves managing finangmbducts such as insurance or
remittances and making use of banking services.hiwithe context of financial
behaviour, the expectation of achieving returnsneastments to secure the goal of future
financial freedom and/or retirement security asta#ractive motivation towards pursuing

financial education programs (Nga et al. 2010).



Swart (2004) submits that knowledge of personaarfoial management is the most
important life skill any person can have. Logicafipancially educated consumers should
make better decisions for their families and insestheir economic security and wellbeing
(Rubin, 2007). The author provides the reason #eaure families are better able to
contribute to vital, thriving communities, furthéostering community development.

Kefela (2010) notes that without an appreciatiomohey concepts and an understanding
of financial options, people are likely to pay mdman they have to for financial services,
fall into debt, damage their credit records, ané@remvest in some financial products

while under-investing in others.

1.1.4 Financial Knowledge of the Youth in Kenya

The number of youth — defined by the Kenyan goveminas those between ages 15 and
35 — quadrupled over the last four decades fronu@B@ million in 1969 to 13.7 million

in 2009 (National Council for Population and Deyeteent, 2012). The World Bank
(2012) noted that Kenyan youth face an uncertath \alatile financial landscape, with
high unemployment and underemployment, questionkdrg-term job prospects, and

little or no protection against the vagaries oh#lalth and injury.

The government of Kenya recognizes the potentiatrdmution of this youthful population

to the economy and have included in its vision 2@8@nda, improved livelihoods for
vulnerable groups, and a responsible, globally csiitipe and prosperous youth
(Government of Kenya, 2007). One of the intervantaveas identified by the Kenya
National Youth Policy is the need for private secod government to encourage and
promote initiatives from youth groups by providitltem with necessary technical and

financial skills and assistance to build their cagya(Ministry of Home Affairs, Heritage



and Sports, 2002). In 2006, the government crettedyouth Enterprise Development
fund, which, backed by an estimated US$27 milliprgvided financial institutions and
NGOs with subsidized loan capital designated farngpentrepreneurs between the ages

of 18 to 35 (Making Cents International, 2012).

One of the flagship projects towards vision 2033 w@ sustain and increase the youth
enterprise fund from Kshs. 1 to Kshs. 2 billion @mment of Kenya, 2007). The
overarching vision for financial services is to baa vibrant and globally competitive
financial sector driving high-levels of savings afiftancing Kenya’s investment needs
where savings and investment rates is anticipatese from 17% to 30% of GDP. Other
initiatives include the vision for a National St#gy for Financial Education of Kenya
which seeks to lay the foundation for a compreh@nprogram that, among others, helps
consumers make better and informed financial deussi(Kefela, 2010). Kloeppinger-
Tood and Sharma (2010) noted that in the recertf paisrofinance opportunities has
sought to put financial education on the agendanwmirofinance institutions and other
development organizations seeking to improve tmaniial lives of the poor. Such
initiatives stem from past research such as thatlefyoki and Okech (2012) which,
based on an empirical analysis of personal debhgrtite youth in Kenya, recommended

trainings relating to personal financial managenienorganized on regular basis.

A review of the current status of financial educatin Kenya by FSD-Kenya (2008)
identified diverse actors and channels used toediggte financial knowledge in the
country. Their report noted that financial educatis carried out by banks and bank
services such as the Central Bank and CommerciakBaMicrofinance Institutions,

SACCOs, investment houses such as the NSE, stdakisrand investment banks, and



mass-media channels such as radio, television a&wespaper; each with its unique
training model and objectives. For example, inytear 2010, Barclays bank invested Ksh
200 million towards financial literacy and inclusiprograms targeting the youth in Kenya
(Barclays Bank, 2010). This drew, in part, fromegart by Financial Sector Deepening-
Kenya (2008, p. 2) which highlighted thatptfyouth, financial education can enhance
their skills in managing money as they enter theldvaf work and reduce their

vulnerability to the risks associated with the sieion to adulthood".

1.1.5 Financial Knowledge for Africa Programme

Acknowledging the importance of financial educatfonthe transformation of economic
lives of citizens, through a program known as FarnKnowledge for Africa (FIKA),
Equity Group Foundation and The MasterCard Foundgiartnered to offer free financial
education and entrepreneurship program targetingillon women and youth across
Kenya by 2014 Nlaking Cents International, 2012Jhe FIKA program was officially
launched on the 3B8April 2011 by the then Deputy Prime Minister aher Minister for
Finance, Uhuru Kenyatta and hosted by Equity B&tjuity Group Foundation, and The
MasterCard Foundation. During the launch ceremamgr 1,000 graduates from all 47
counties received their certificates for havingcassfully completed their 12 weeks of

financial training.

The FIKA program was constructed around six edooathodules focusing on savings,
budgets, debt management, financial negotiationkibg services and micro-insurance
(Making Cents International, 2012). The modules evéntended to help cultivate
responsibleananagement of income, loans and savings that engbleh to improve their

overall livelihoods and ability to participate imetlabour force and business development.



1.2 Statement of the Problem

Research on financial education is not conclusivehe effect of financial education on
personal financial practices. Some scholars hayeedgrthat improved financial behaviour
does not necessarily follow from increased finanicitormation. While a number of past
studies have linked financial education with pesitfinancial behaviour, one challenge
with reliance on existing empirical studies is tl@though some financial education
programs have shown positive results, generalitirgge results is difficult (Cackley,

2011). In addition, quantitative evidence of thaipwe outcomes and impacts of financial
education is limited (Kloeppinger-Tood and Shar2@10). This lends credence to the
argument that increased knowledge does not nedgssange behaviour (Rubin, 2007).
Collins and O’'Rourke (2010) opined that people nagk self-control or exhibit other

behavioral biases that education may not enable ttee overcome. Therefore, further

empirical research is still called for to validétese studies.

According to Vandone (2009), schemes adopted tmete financial literacy should be

periodically monitored for their effectiveness. Tdugthor offers two reasons in support of
this position. Firstly, as these initiatives re@aiso public funds it is appropriate that the
results of such investments are assessed. Secaadhe individuals on the basis of the
financial education received may overrate theititgbio evaluate correctly the risk and

subsequent impact, for instance, of taking outaam.®rawing from such arguments, it is
necessary to monitor any financial education pnogtlaat has been implemented in order
to determine its effectiveness. This suggests ahptogram such as FIKA needed to be

evaluated on its own merit.



Despite the foregoing lack of consensus on thetmefifinancial education, research on
the topic of financial knowledge is sparse. Ngany@nd Sellappan (2010) conducted a
study of financial awareness among youths in MadayBheir study however focused on
general financial awareness concepts such as pemepbout risks, and knowledge
about the time value of money and inflation. Itsweowever not clear from their study
whether financial awareness translated into pasitimancial behaviour. A more related
study was conducted in Kenya by Nyamute and Ma2@.@) who studied the effect of
financial education on personal financial managerpeactices. Their results showed that
while those who are financially educated do practic an extent, standard financial
behaviors, one can still practice financial manageinibehaviors whether or not they are
financially literate. However, theirs was a casalgtof employees of finance and banking
institutions. A recent research conducted by theltiVBank (2012) evaluated a financial
capability project that sought not only to informung Kenyans about financial facts and
options, but also to induce them to change the tivay think about and make financial
decisions. This study combined a randomized contrial with quasi-experimental
guantitative techniques to assess the impact df adervention. However, the research
was based on modes of delivering financial edupatio high school students, a
demographic youth cohort that is arguably too yotmparticipate significantly in wealth

creation and economic development.

This study sought to extend research on the imphatihancial knowledge targeting the
youth in Kenya on their personal financial pracidesed on Equity Bank’s Financial
Knowledge for Africa (FIKA) programme as a casedgtuA case study of FIKA was
useful because it eliminates the question of hgaeity in the financial education

program implemented. Further, despite the impéegnsiveness of its outreach, at a cost

10



of 1 billion shillings, no known research has beenducted specifically to evaluate the
impact of the FIKA programme on the personal finahmanagement practices of the
youth in Kenya. This research attempted to brithgestudy gap by determining the impact

of financial education on personal financial preesi of the youth.

1.3  Objective of the Study
The general objective of the study was to deterntimeerelationship between financial
knowledge and the personal financial practiceshef youth in Kenya. The study was
guided by the following specific objectives.
i. To determine the relationship between financial dedge and the money
management practices of the youth in Kenya.
ii. To determine the relationship between financialvidedge and the savings and
investment culture of the youth in Kenya
iii. To establish the relationship between financial\edge and the financial risk

management practices of the youth in Kenya.

1.4  Value of the Study

This empirical research identified and tested ffieaey of existing theories in explaining

personal financial behaviour of the youth in Kenyais study therefore has theoretical
relevance as the findings identify patterns of beaha that either affirms or challenges

current theoretical assumptions.

To the academia, the study adds to the body of ledye concerning the contentious
correlation between financial knowledge and posifimancial behaviour. It has explored

additional variables that intervene in the nexusvben financial education and financial

11



capability. Future researchers and scholars irtestesn further establishing the
relationship between financial education and peak&@inancial practices in Kenya could

use this study as a reference point.

In practice, the study could inform decisions cong®y financial education curriculum

development, training methodologies and audienggetiag strategies to help improve on

the results concerning the financial practicesofpients of financial training.
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CHAPTER TWO: LITERATURE REVIEW

2.1 Introduction

In this chapter, a review of related literatur@ievided. The review discusses the various
theories used to explain financial behaviour ofivittlials and investors. The review also

covers measurement of financial knowledge and Gi@drpractices. Subsequently, an

empirical review of past research is provided. lyast summary of the chapter is given.

2.2  Theoretical Framework

Financial theory is a body of thought that is staldand continually developed by highly
trained experts (Lasher, 2010). This section resi¢ve theories propounded by various
scholars in finance and economics which are useatain personal financial behaviour.
These theories include Modern Portfolio Theory, titics Theory and Bounded

Rationality.

2.2.1 Modern Portfolio Theory

According to Sahi (2012), the Modern Portfolio The@PT) proposed by Markowitz in
1952 showed how rational investors base their plotfselection decisions on two
parameters, namely, expected reward and variamsgh &nd Smith (2005) describe four
characteristics in portfolio theory. First, thedhgis micro-level in that it deals with only
a single investor. Second, the theory is ex-anthan it involves decision making for the
future. Third, the decision making is for only operiod in the future. And fourth, the
theory tells the investor how s/he ought to invdste authors also note that portfolio
theory is based on three assumptions that alsddstheureviewed. First, it assumes that

the investor likes expected return. Second, theestor dislikes investment risks as

13



measured by the standard deviation of return. Thtir@ssumes that the investor desires to
behave in an optimal manner. Based on these, topents of this theory argued that a

portfolio is more than just the sum of its compdryants.

The goal of MPT is to identify the investor's adedye level of risk tolerance and then
find an optimal portfolio of assets that will hate highest expected returns for that level
of risk (Garman and Forgue, 2009). The key argunmeMPT is that financial planning

helps individuals consider the totality of theiradtd, not just their accounting net worth
wealth as measured by holdings in readily marketdislancial assets (Grable, 2011).
However, it has been argued that this theory faitedxplain how decisions are made by
individuals under real circumstances, where pedpleiolate the principles of expected

utility (Sahi, 2012).

2.2.2 Bounded Rationality

The economic perspective assumes the individual rigtional utility maximizing agent

equipped with all available information productisees alternatives and knowledge
required to make the right choices (Nga et al. 20I@e authors however note that in
reality, individuals are seldom having perfect kienlge. The limitations inherent in MPT
theory motivated theorists to introduce the concefptoounded rationality. Bounded
rationality is a behaviour that is intentionallytiomal but only limitedly so (Solomon,

2007). Morroni (2006) notes that decision makingdem incomplete abilities and

unanticipated disturbances involve ambiguity, irsistency, ill-defined situations and
opaqueness of the relationship between actionsean@donmental feedbacks. In such
circumstances, human beings are faced with lingteghitive abilities that constrain their

problem-solving abilities (Braun, 2008).
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The bounded rationality hypothesis suggests thaplpeend up making cognitive errors
which stem from basic statistical, information mssing, or memory errors and thus, may
be considered the result of faulty reasoning (PampR012). The author opines that
cognitive errors do not result from emotional ohest predispositions toward certain
judgments, but rather from either subconscious aleprocedures for processing
information or irrational perseverance in one’s obealiefs. He concludes that because
cognitive errors stem from faulty reasoning, beitéormation, education and advice can

often correct for them.

2.2.3 Heuristics Theory

A related concept to bounded rationality is the o$éheuristics in financial decision
making. The concept of heuristics suggests thatsiec making is automated and is
dependent on cognitive strategies that simplifyisiec making (Wickham, 2008). This
theory holds that people take a rule of thumb oreatal shortcut approach to estimating
the probability of an outcome based on how eab#ydutcomes come to mind (Pompian,
2012). In this case, easily recalled outcomeo#en perceived as being more likely than
those that are harder to recall or understand. ,Tiacent events are much more easily
remembered and available. As a result, an individueestor may choose an investment

based on advertising rather than on a thorouglysisabdf the options.

Wickham (2008) argues that such heuristics oftenyce decisions that are at odds with
what rational methods suggest might be optimal.adg (2012) claims that many a
times, individuals behave irrationally and theicdeons are biased. They tend to use

shortcuts in arriving at decisions due to time aagacity constraints in processing of
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information. A study by Razek (2011) for instanbewed that people satisfice rather than
optimize. lllustrating heuristics theory, RitterO@3) explains that when faced with ‘N’
choices for how to invest retirement money, manypbe allocate using the ‘1/N’ rule. If
there are three funds, one-third goes into eadindfare stock funds, two-thirds goes into

equities. If one of the three is a stock fund, tmied goes into equities.

2.3 Measurement of Financial Knowledge and Financidractices

This section reviews elements and indicators ofirfoial knowledge and financial
practices based on three major aspects. Thesenmameey management, savings and
investment, and financial risk management. Kef@@10Q) argued that a person with a
good level of financial literacy is likely to be ther placed than someone without those
skills and knowledge to manage their financial igf@rudently; all else being equal; they

are more likely to budget effectively, invest wisahd sustainably manage their debts.

2.3.1 Money Management

Vandone (2009) discussed important roles played fingncial education among
preventive measures that seek to achieve more nsi® borrowing by individuals.
Firstly, financial education seeks to improve indials’ capacity to understand financial
information, raise awareness about the risks andsempuences of their borrowing
decisions and to help them choose the right firmmioducts for their needs. Secondly, it
targets behaviour patterns due to inability, ircesbility or short-sightedness that lead
individuals into excess debt. By helping individiiainderstand the difference between
what they want and what they need, significantadsointo the behavioural causes of

over-indebtedness can be made.
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Many financial experts agree that having a houskbaoldget is a characteristic of good
financial management practice (Nyamute and Maifap® However, a worrying trend is
the lack of financial awareness of financial plamgniconcepts and products amongst
today’s youths (Nga et al. 2010). Previous resedmind that many college and
undergraduate students in the UK, the USA and Aliatrpossess low financial
knowledge leading to high levels of debts, riskbainkruptcy and lacking retirement

planning skills among young adults (Nga et al. 2010

According to Nga et al. (2010), the competencentbentake rational, informed judgments
pertaining to money management includes the genamderstanding on budgeting,
conceptual knowledge of financial products offesifzy financial institutions and ability
to make responsible investments to facilitate thkievement of one’s financial goal.
Budgeting behaviors identified by Kefela (2010)lute day-to-day, reactive financial
behaviors, lack of forward financial planning, ptarg ahead for expenditures, making a
budget and using a budget to manage money. Thlg by Nyamute and Maina (2010)
showed that more respondents who are financialgratie track all or some of their
expenses with a mean of 3.67 compared to theirtequarts who registered a mean of
2.00. Cackley (2011) reported a research whichietluthe effect of a 2-day financial
education course taught to soldiers by collegeungirs. The study showed that soldiers
who finished the course completed a follow-up syreé financial behaviours and the
results were compared to those of a control grougotdiers who had not taken the
course. Soldiers who had taken the financial edutatourse were more likely to have
engaged in positive behaviours such as comparisopping, saving, and paying bills on

time.
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Nyamute and Maina (2010) suggests that finandefdcy also calls for wise spending,
which means preparing budgets, tracking expendityraying bills on time and ensuring
that credit card balances are paid in full eachtimorBirkenmaier, Curley and Sherraden
(2013) argue that people make financial decisiaset on innate ability, knowledge and
skills, but also what is within their “realm of sility”. Real options and opportunities
in people’s environment shape their assumptions anderstanding about what is
possible. It is this link between individual andrusture that influences attitudes,
motivation, confidence, self-efficacy and behaviothis is related to the discourse on
financial capability which suggests the need foaficial inclusion. Discussing this nexus,
Birkenmaier et al. (2013) showed that there areymaasons why people are unbanked,
such as poor credit history, past account managepreblems, and lack of knowledge
and familiarity, geographic locations. Teachingafigial literacy narrows the knowledge
gap between the rich and the poor and enables ypangle to make wider financial

choices (Jimenez, 2006).

According to Lyons and Neelakantan (2008), finahe@ucation itself rarely changes an
individual’s financial circumstances. They positathsome individuals with limited
financial resources do not possess the means tb pnagram goals to increase savings,
pay bills, and reduce debts, no matter how mudmfiral education they receive. A study
reported by FSD (2009) showed that Kenyans are eawérfinancial concepts like
budgeting and saving but appear to have a diffitoie implementing this knowledge
effectively, despite using a variety of formal anébrmal financial strategies. Over half
the Kenyans sampled, particularly rural women, tay they feel out of control of their
finances. Previous studies have suggested that rasearch is required on the effects of

financial education on low-income and minority helislds and other financially
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vulnerable households (Birkenmaier et al. 2013)erature on money management
suggests that it is one thing to understand a q@irnsech as budgeting, and another to
claim financial capability. This is implied in austy by FSD Kenya (2009) which found
out that understanding vocabulary such as “budgéseems to do little in improving the

feeling of control of one’s finances.

Money management also entails debt management. Dahagement issues relate to
borrowing for emergencies, over-indebtedness, bong with little understanding of

terms and consequences of delinquency, making @& folareduce debt and avoiding
excessive debt (Kefela, 2010). Those who have gimhoapabilities to make right choices
about money and to live within their means are lé®dy to face financial troubles, such
as maxing out their credit cards, not making paysiem time, or being compulsive
buyers, and more likely to save for future, pay ofédit cards in full each month or

prioritize spending according to needs, not wa@tsrfen and Endo, 2012).

2.3.2 Savings and Investment

Nyamute and Maina (2010) defined the term savinthaglifference between income and
consumption. Inappropriate savings behaviour inetudiasteful expenditures, irregular
savings, savings not linked to goals, unnecessmyding (Kefela, 2010). Previous works
have identified a bundle of institutional consteudhat shape saving in households
(Birkenmaier, Curley and Sherraden, 2013). Theskide access, information, incentives,
facilitation, expectations, restrictions, and séguiThese constructs may also provide a
way to examine and measure how well policy andritied institutions serve financially

vulnerable households more generally.
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Some scholars have however drawn conclusions wiesntty to control for differences in
the underlying saving propensities of responderits do not attend financial education
seminars (McCaffery and Slemrod, 2006). That isaricial education increases savings
plan participation and results in greater portfolioversification but the estimated
magnitudes are not particularly large (McCafferg &temrod, 2006). Another possibility
identified by the authors is that education chargyé®usehold’s knowledge of its set of
choices. The study by Nyamute and Maina (2010)bésted a significant difference
between the means of the financial literate andnibre-finance respondents. Those who
were financially literate recorded a mean of 3.@88le those who are not had a mean of
3.492 out of the maximum 5.0 points. To set asiknesmall amounts of money, low-
income families need to be careful spenders as wasliskiled money managers

(Kloeppinger-Tood and Sharma, 2010).

To make saving and investment decisions individuadguire knowledge beyond
fundamental financial concepts including relatiapgbetween risk and return; how bonds,
stocks, and mutual funds (Nyamute and Maina, 201®)their study, there was no
significant difference between the finance and tom-finance respondents as far as
investment practices are concerned. Those who firegcially literate recorded a mean
of 3.63 while those who were not had a mean of 8Uglof the maximum 5.0 points. The
student t-test of equal means gave a p-value 8403 at a 5% significance level
indicating that the two means are not significawmlifferent. In the study by FSD Kenya
(2009), individuals who are very disciplined in itheousehold planning and budgeting
may not have the knowledge and advocacy skillsoth find out about formal financial

products and to understand their terms well endagitcurately assess their options.
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2.3.3 Financial Risk Management

According to Nyamute and Maina (2010), it is a gopihctice to recognize that
unexpected occurrences are inevitable and thavalyeone reacts to them depends on how
well they plan for contingencies. Financial liteyacan help to prepare consumers for
tough financial times, by promoting strategies thatigate risk such as accumulating
savings, diversifying assets, and purchasing imaegKefela, 2010). Tackling financial
vulnerability will require actions at the institatial level (Birkenmaier, Curley and
Sherraden, 2013). Families need appropriate fimapcoducts and services that optimize
their ability to manage money effectively, inclugiaccess to the right kind of information

at the appropriate time (Birkenmaier, Curley andr&iden, 2013).

Swart (2004) noted that personal financial planngginique for every individual and
household, because it depends on your own riskl@reisks, needs and financial goals.
Financial literacy or financial education can bryade defined as providing familiarity
with and understanding of financial market produetpecially rewards and risks, in order
to make informed choices (Kefela, 2010). Thirdigancial education sets out to limit the
negative impact that unexpected events can havkoosehold finances. This includes
putting into place insurance solutions designeds&deguard their financial future

(Vandone, 2009).

The findings of Nyamute and Maina (2010) howevelidated that financial literacy does
not necessarily lead to better emergency managerbay associated this outcome by
the fact that emergency expectation is a behavaspéct that leads to different levels of
risk tolerance by human beings regardless of thel lef financial literacy. A report by

FSD Kenya (2009) established that Kenyans are keeave, however just over half of
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those interviewed stated that they save towardgingeday to day expenses rather than
for long term needs. Fewer than half of adult Ketsysay that they have a financial asset
that they can use in an emergency, and the pogpateularly ill prepared to deal with
medical emergencies and bereavements. There dessteebe a gap in the capability of
consumers to plan financially to cope with a cris#®st respondents say that they would
turn to family and friends to help them manage. iAgthis raises the question of financial
capability. In their discourse on financial capapilFSD Kenya (2009) suggested that the
meaning of the term should be understood in confExey argue that in a developed
country context, a financially capable person wdcudedle home, car and life insurance to
deal with risks. But in an environment where constgrhave a long list of simultaneous
risks but few insurance products with which to ngenghem, a financially capable person
would be better defined as having a clear, selirédf strategy, backed by enough saving

and borrowing resources, to manage their vulnetiaisil

2.4  Empirical Literature

Nga, Yong and Sellappan (2010) conducted a studinafcial awareness among youths
in Malaysia. Their purpose was to investigate theel of general financial and product

awareness among young adults based on two resgagstions: how demographic factors
(age, gender and education level) influence theegérinancial awareness, and whether
undertaking a business degree promotes greatercfalaand product awareness amongst
youth today. They employed a survey method usisgmple of 280 students at a private
higher education institution in Subang Jaya, Maky$heir study also developed valid

and reliable scales for general financial awareaesisfinancial product awareness. They
tested their hypothesis using multivariate analggicovariance. The findings of their

study revealed that the level of education and reajofluence general and financial
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product awareness among youths. Also, males wewadfdo have higher levels of
financial awareness compared to females. This dtodyever focused on general financial
awareness such as perceptions about risks, andéagsvabout the time value of money

and inflation.

Huhmann and McQuity (2009) developed a model okaarer financial numeracy. Their
purpose was to develop a theoretical explanatiofinaincial numeracy for consumer
proficiency with financial services. They attempténl build theory by combining
consumer cognitive capacity and customer knowlgtigeries with findings from prior
studies of consumer difficulties with financial @ees to introduce a comprehensive
model of the antecedents and consequences of f@anameracy with testable
propositions for many psychographic and culturdluences and moderators. Their
findings showed that financial numeracy demandg ttemsumers possess sufficient
financial information processing capacity and &pidis well as sufficient prior knowledge
of financial concepts. Although partly a functioh iadividual cognitive ability, they
concluded that financial knowledge can be enhatizexligh appropriate experience with
financial instruments and familiarity through perabfinancial materials when consumers
are motivated to process them. They establishedfittencial numeracy directly affects
financial management out comes related to borrowsaging, and taxes. Their study also
showed that it indirectly affects higher-order fic&l consequences, such as a consumer’s
credit score, interest rates charged on subsegloams, net worth, likelihood of
bankruptcy, and size of inheritance. This study éwsv focused on the antecedents of
financial numeracy based on five constructs: exmee with financial instruments,
personal financial materials and familiarity, mation to process personal finance

materials cultural differences, psychographic iefices.
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Chinen and Endo (2012) investigated how abilitesmtake educated judgments about
handling personal finance are affected by agesdegyerand education of parents among
college students across different academic dis@pliusing a sample from a state college
in Sacramento, California. They formed an index basic financial education (IBFE),
items measuring attitude towards the basic findmdacation requirement for high school
students, and index for applied financial educatfthFE), items measuring attitudes
toward the more applied financial education requaet for high school students.
Examining these indexes and scores on the finatitgéhcy questions, they found a
positive relationship between those who commendasicbstructure of finance and
economy as part of financial education requirenfi@nhigh school students and scores on
financial literacy. They also found an inverse tielaship between those who
recommended applied level finance, such as asseageament, as part of financial

education requirement for high school studentssmodes on the financial literacy.

Falahati and Paim (2012) examined the moderatifectebf gender on the relationship
between financial attitude, financial socializati@md secondary socialization agents on
experiencing financial problems among universitydents. Their sample comprised data
collected from 11 universities across Malaysia gishe stratified sampling method. They
used a multi-group analysis approach to assessntiderating effect of gender. Their
findings indicated that gender significantly modesathe effect of financial attitude,
financial socialization and secondary socializatagents on financial problems among

students.

Sabri and Gudmunson (2012) examined the relatipashetween personal and family

24



backgrounds, academic ability, childhood consumgregence, financial socialization,
financial literacy, and perceived financial wellige of college students. They collected
data using a multi-stage sampling technique fronpdldlic and private universities across
Malaysia and the sample consisted of 2,219 collsgelents. They used structural
equation modelling to test their hypotheses. THeidings showed that childhood
consumer experiences such as savings habits aatetlitto students’ financial well-being
(money saved, current financial situation, and rfgial management skills). They
concluded that financial socialization agents, dgample, through parents and religion

sources could increase college students’ finangédltbeing.

Mandell and Klein (2007) examined the hypothesist ow financial literacy scores
among young adults, even after they have takemgseon personal finance, is related to a
lack of motivation to learn or retain these skill$ieir research was based upon the latest
national Jumpstart survey of high school senio$ ased financial literacy scores after
controlling for socioeconomic, demographic, andirasipnal characteristics that have
historically predicted these scores. They analythedrelation of financial literacy scores
to responses to three questions designed to meamitieation to be financially literate.
They found that the motivational variables sigrafily increased researcher’s ability to

explain differences in financial literacy.

Murphy and Yetmar (2010) surveyed 206 MBA studexiisut their attitudes to personal
financial planning. Participants were asked abbatrtlevel of knowledge, whether they
had prepared components of a financial plan, wtieg might seek assistance in such a
process and the criteria for selecting a finanplahner. In addition, participants were

asked to indicate their level of confidence inraficial plan’s capacity to help them meet
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their long-term needs and the likelihood that tleyuld implement such a plan. The
findings indicate that, while most respondents feeth that financial planning is
important and that they are interested in devebpgirfinancial plan, very few feel that
they have the necessary skills and knowledge tpapeetheir own plan. In addition, the
participants indicated a strong preference for ggsional personal financial planning
advice. While the results were not generalizabléhteowider population, the researchers
concluded that the views of this group was impdrta@cause one might expect that
educated individuals would be both more interestegersonal financial planning and

more capable of preparing their own plans compatidtaverage Americans.

Walstad, Rebeck and MacDonald (2010) investigatedeffects of a financial education
program on high school students’ knowledge of peastinance. A comparison of pre-test
and post-test scores achieved on a reliable and tatty-item instrument suggested that
the curriculum used increased financial knowledgeoss many concepts. The scores
increased regardless of the course in which thacolmm was used and across student
characteristics. Their assessment contributede@tbwing literature showing that a well-
specified and properly implemented program in faiaheducation can positively and

significantly influence the financial knowledgehafh school students.

Cackley (2011) highlighted a 2007 study conducted ADIC which evaluated a

comprehensive financial education curriculum desigto help low and moderate income
individuals enhance their financial skills and t¢ee@ositive banking relationships. The
study surveyed individuals prior and subsequerthéir participation in the program and
followed up by telephone 6 to 12 months after tHgial class. The study found that

participants in the training were more likely togage in positive behaviours after
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completing the course, including opening deposibants, saving money in a mainstream

financial institution and adhering to a budget.

2.5 Summary of Literature Review

The literature has discussed the theories and pthemderpinning individual financial
behaviour. Three theories explored in the reviesvModern Portfolio Theory, Bounded
Rationality and Heuristics Theory. It is clear fraime review that the limitations of
classical economic theories such as the MPT ina@xiplg the irrationality of individuals
in their financial decisions saw the emergence bfatwis called behavioural finance
theories such as prospect theory, bounded rattgreaiid the use of heuristics. However,
both the classical economic theories and the beheadifinance theories can be applied in
explaining the relationship between financial knedge and personal financial practices.
As the literature review has shown, there are wsrimeasures of financial knowledge
which includes money management, savings and imesdf and financial risk
management. However, from the review of empiritadlies, it is evident that research is
not conclusive on the impact of financial knowledye personal financial practices as
findings suggest mixed results. In addition, maspiical studies were conducted among
college students in the west. Since the outcomefinahcial knowledge on individual
financial practices of the youth are context specifurther research was needed in a

developing country such as Kenya.
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CHAPTER THREE: RESEARCH METHODOLOGY
3.1 Introduction
The general objective of the study was to deterntierelationship between financial
knowledge and the personal financial practicesiefyiouth in Kenya based on the case of
FIKA training program. This chapter explains thetheelology that was adopted for the
study. The chapter details the research designylaiipn, sample and sampling method,

data collection method and data analysis technitissvere used.

3.2 Research Design

The research design adopted was a case study. Smaf@910) defined this approach as
the study of a social phenomenon carried out withexnboundaries of one social system
(the case) or within the boundaries of a few sosyaitems (the cases), such as people,
organizations, groups, individuals, local commustior nation-states, in which the
phenomenon to be studied occurs within the casatsral context. The merit of a case
study approach lies in the advantage of studyimtjquéar cases in greater detail to derive
insights which might not otherwise have been pdssiking other methods (Denscombe,
2003), thus, it fits well with the needs of smalake research through concentrating effort
on one research site (Saunders et al. 2009). @se&arch design was preferred because the

researcher wished to focus on the effect of FIKd#ning program on the youth in Kenya.

3.3 Population of the Study

The population of this study comprised of all pap@ants who successfully completed the
FIKA training program. Documented records sugdest ky the end of 2011, the program
had successfully trained and graduated 242,79%ekeai (Equity Group Foundation, 2013).

Since 75% of Kenyans are in the age bracket of5.843ich defines Kenya'’s youth, the
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total number of youth who were successfully trairsedl graduated was estimated at

182,096 trainees.

3.4  Sample and Sampling Method

Kumar (2005) defines sampling as the process bylwaifew is selected from the entire
group to become the basis for estimating the oeoge of an unknown piece of
information or situation regarding the entire gro@ampling is used because collecting

data from the whole population is usually very oéPagano, 2006).

3.4.1 Sample Size

According to Fox and Bayat (2007), the choice ofngle size is regulated by four
parameters: the level of certainty of the collectieda to be representative of the total
population, the accuracy required as the basish®restimates made for the sample, the
type of analysis that will be used as many staastechniques have a minimum threshold
of data cases for every variable and the sizeetdtal population from which the sample
will be drawn. For the purpose of this researclepavenient sample of 60 respondents
was targeted for the study. This sample comprisedeostudy group and a control group,
each having a sample of 30 respondents. That iicipants of the FIKA training were
evaluated against a comparison group that did adicipate in the program. Cackley
(2011) argues that use of a control group helpsstédate the impact of a financial
education program from other influences, such angés in the overall economy, and
provides a baseline against which to compare tbgram’s effect. As a rule of thumb,
most research methods scholars recommend a minsauomle size of 30 as adequate for

social research (Denscombe, 2003; Kothari, 200dn&ers et al. 2009).
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3.4.2 Sampling Method

The study group was targeted using snow-ball samptechnique whereas quota
sampling was be used to select the control gronpw8all sampling was appropriate as
the first respondent was requested to recommendlleague who also undertook the

FIKA program, and so on, until the desired sampds weached.

3.5 Data Collection Method

Data was collected through the administration ofjuestionnaire. The questionnaire
comprised of Likert scale questions. Stangor (2&Iditends that a Likert scale consists
of a series of items that indicate agreement aagileement with the issue that is to be
measured, each with a set of responses on whictefipmndents indicate their opinions.
The questionnaire was made of four sections. Tis¢ $iection comprised of questions
concerning money management. The second sectioressddl questions regarding
savings and investment. The third section was mapeof questions about risk

management, and the fourth section sought to éstatelspondent’s demographic data.

The questionnaire was first pilot-tested on a sisathple of 10 respondents to ensure that
the instrument was valid and reliable for achieving study objectives. Alpha coefficient
of reliability, also known as Cronbach’s Alpha, wased to examine reliability. Its
calculation is based on the number of items ancteeage inter-item correlation, ranging
from O for a completely unreliable test to 1 foc@mpletely reliable test (Hinton, 2004).
Most scholars recommend a Cronbach’s Alpha of @.higher (Kent, 2001; Leech,
Barrett and Morgan, 2005). In this study, Cronbadkipha was .827 which is higher than

the minimum accepted of .07 as shown in table Th&refore, the instrument was reliable.
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Table 3.1 Reliability Statistics

Cronbach's Alpha

Cronbach's Alpha Based on Standardized Item

N of Items

.827

.832

23

Source: Author, (2013)

3.6 Data Analysis Techniques

Data analysis entailed the computation of the nesath standard deviations of the data.
An independent sample t-test was then carried outompare the means of the data

between the control group and the study group arachéck for statistical significance of

any differences. Inferences were then drawn usipgaBnan’s Rank Correlation

Coefficient and multiple regression techniques. Td¢iwing linear regression equation

was used to relate financial knowledge to persbnahcial practices.

FK= Bo +ET +,0,PB +X3SP +X4PC +51B +,6TL +,7JT +X8PC +y9lB + x10EP +

x11UL + x19BR +413RS +414RT +,15RC +416MG + x17Al + x16EA +41oST +

x2oMI + 501lA + 5DV + §;

Where:

FK = Level of Financial Knowledge
ET = Expense tracking

PB = Personal Budgeting

SP = Formal spending plan

PC = Price comparison

TB = Timely bill payment

TL = Timely loan payment
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JT = Just in time bill payment

PC = Prompt debt collection

B = Investment-Only borrowing

EP = Need-based expense prioritization
UL = Understanding loan terms

BR = Borrowing to repay loan

RS = Disciplined regular saving plan

RT = Financial risk taking

RC = Investment risk consideration

MG = Long term money goals

Al = Additional income streams

EA = Maintenance of emergency account
ST = Saving triple monthly income for emergencies
Mi = Medical insurance

A = Insurance of assets

DV = Diversified investment

Bo = Constant

«1..xn = Predictors
& = standard error

The data was analyzed using SPSS and presentigdiied and tables.
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CHAPTER FOUR: DATA ANALYSIS, RESULTS AND DISCUSSION S

4.1  Introduction

The general objective of the study was to deterntireerelationship between financial
knowledge and the personal financial practicesiefyiouth in Kenya based on the case of
FIKA training program. In this chapter, the findsh@re analyzed and discussed. The
chapter commences with a descriptive analysis efréspondents’ general information.
The rest of the chapter is thematically organizetbeding to the specific objectives. The
first section analyzes the effect of financial khedge on the money management
practices of the youth in Kenya. The next sectimsents the findings of the savings and
investment culture of the youth in Kenya. The fisattion analyzes and discusses the
effect of financial knowledge on the financial riskanagement practices of the youth in
Kenya. Out of the 60 questionnaires administerédgdestionnaires were successfully
filled and qualified for data analysis. This pladeé response rate at 73.3% as shown in

table 4.1.

Table 4.1 Response Rate

Percentage
Response rate Frequency Percentage
Responded 44 73.3%
Did not respond 16 26.7%
Total 60 100.0

Source: Author (2013)

4.2 Descriptive Statistics of General Information
The general information sought from the respondemttuded the year respondents
undertook the FIKA training, age at the time ofrinag, highest level of education, prior

training in finance, occupation and level of finmhd&nowledge. Among the respondents
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who had undertaken FIKA training, 87.0% of the mesgents did the training in the year
2011; 8.7% of the respondents undertook the trgimrthe year 2012 while 4.3% of the
respondents went through the training programenydear 2013. Therefore, majority of the
respondents undertook the training in the year 20tils means that three years have
elapsed from the time most of the respondents twalerthe training. The male gender
accounted for 56.8% of the respondents whereas%#92re female. In terms of
education, 45.5% of the respondents were univegsigluates and 40.9% studied up to
middle level college whereas 13.6% of the respotsdatiained secondary education. At
the time of undertaking FIKA training, 95.5% of thespondents were aged between 26-
35 years while only 4.5% of the respondents werthénage group of 18-25. At the time
of training, 73.9% of the respondents had no piiaming in finance/accounting while
26.1% had trained in finance/accounting. In terfngsocupation, 45.5% of the respondents

were self employed, 43.2% were employed and 11.4% wnemployed.

Table 4.2 General Information of the Respondents

Demographic variable Responses Frequegridgrcentag¢
Year of FIKA Training Year 2011 20 87.0
Year 2012 2 8.7
Year 2013 1 4.3
Gender Male 25 56.8
Female 19 49.2
Level of education Secondary 6 13.6
Middle level college 18 40.9
University 20 45.5
Age at the time of training 18 — 25 years 1 4.5
26 — 35 years 2 95.5
Whether respondent had prior | Yes 6 26.1
training in finance/accounting | No 17 73.9
Occupation Self employed/ business 20 45.5
Employed 19 43.2
Unemployed 5 11.4

Source: Author (2013)
Table 4.3 compares the rating of respondents whierimok the FIKA training program

with those who did not. The table shows that thepprtion of respondents who went
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through the FIKA training program was higher inmerof their rating as an aggregate of
39.2% of the respondents who took the trainingdrakeir financial knowledge as high
compared to 33% of the respondents who did not. tAbee shows that 52.2% of the
respondents who undertook the training rated thiemncial knowledge as average
compared to the proportion of respondents who didat 47.6%. Nineteen percent (19%)
of the respondents who did not undertake the trgimated their financial knowledge as
little compared to 8.7% of the respondents who wenbugh the training. Therefore,
majority of the respondents rated their financiabwledge as average. Interestingly, the
rating of respondents who undertook the FIKA tnagnprogram was higher than the rating
of the control group. This suggests that finantiaining boosted the confidence of the
recipients as also implied by O'Connell (2008). tha overall however, the findings
suggest that even with financial training, responisi@erceived their financial knowledge
as average, perhaps indicating that a gap stiitediin the confidence of respondents in

their financial knowledge.

Table 4.3 Respondents' Rating of their Financial Knwledge and FIKA training

Whether responder
Respondents' Rating of their Financial Knowledge | have undertaken th
FIKA training Total
Yes No
Little financial knowledge Count 2 4 6
% within count 8.7%| 19.0%| 13.6%
Average financial knowledge Count 12 10 22
% within count 52.2%  47.6% 50.0%
High financial knowledge Count 8 7 15
% within count 34.8%| 33.3% 34.1%
Very high financial knowledge Count 1 0 1
% within count 4.3% .0% 2.3%
Total Count 23 21 44
% within count 100.0% 100.0% 100.0%

Source: Author (2013).
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4.3  The Relationship between Financial Knowledge anMoney Management
Practices

In this section, the variables analyzed includegdeexliture tracking, budgeting, price
comparison, on-time bill payment, debt managememttowing and setting of financial
priorities. Table 4.4 shows spearman’s rank caticeiacoefficients with alpha significant
at .01 and .05 levels. The table shows that thexe avdirect and statistically significant
correlation between financial knowledge and budgge(i=.365, p<.05); the use of formal
spending planrE.504,p<.01); and timely loan repayment=(404,p<.01). These results
imply that financial knowledge influenced money ragement practices related to

budgeting, usage of formal spending plan and timghayment of loans.

However, no statistically significant relationshipas established between financial
knowledge and expenditure tracking.(L58, p>.05); price comparisons=<.008, p>.05);
timely bill paymentsr(=.108,p>.05); prompt debt collection=£-.130,p>.05); investment
borrowing ¢=-.075,p>.05); expenditure prioritizatiorr£.070,p>.05) or due diligence on
loan ¢=.067,p>.05). The lack of correlation means that the refethip between financial

knowledge and these money management practicesingggaificant.

The study sought to establish whether there weyesigmificant differences in the practice
of expenditure tracking between individuals who hadertaken FIKA training and those
who did not. An independent samples t-test was ected to compare means. The test
results are shown in Tables 4.5 and 4.6 below. erdl® shows that respondents who
undertook FIKA training had a higher mean scor&.88 compared to respondents who
did not participate in the training program whoseam score was 3.17. This agrees with

the findings of the study by Nyamute and Maina @O0Which showed that more
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respondents who are financially literate trackoalsome of their expenses with a mean of

3.67 compared to their counterparts who registametan of 2.00.

Table 4.4 Correlation between Financial Knowledgerad Money Management Practices

Spearman's Rho 1
Financial Knowledge Correlation Coefficient 1.000
Sig. (2-tailed) :
N 44
Expenditure tracking Correlation Coefficient .158
Sig. (2-tailed) .307
N 44
Budgeting Correlation Coefficient .365(*)
Sig. (2-tailed) .050
N 44
Formal spending plan Correlation Coefficient .504(**)
Sig. (2-tailed) .000
N 44
Price comparisons Correlation Coefficient .008
Sig. (2-tailed) .958
N 44
Timely bill payments Correlation Coefficient .108
Sig. (2-tailed) 487
N 44
Timely loan repayment Correlation Coefficient A04(*%)
Sig. (2-tailed) .007
N 44
Prompt debt collection Correlation Coefficient -.130
Sig. (2-tailed) 401
N 44
Investment borrowing Correlation Coefficient -.075
Sig. (2-tailed) .628
N 44
Expenditure prioritization Correlation Coefficient .070
Sig. (2-tailed) .650
N 44
Due diligence on loan terms  Correlation Coefficient .067
Sig. (2-tailed) .666
N 44

** Correlation is significant at the 0.01 leveH@iled).
* Correlation is significant at the 0.05 leveltgled).
Source : Author (2013)

The t-test shown in table 4.6 suggests that ther® wo statistically significant difference
between the scores for respondents who undertodk Fiaining (M=3.33, SD=.1.065)
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and those who did not (M=3.17, SD=.937) regardihg practice of tracking every
expenditure by recording them on a daily basi?)#4528, p>.05. The results suggest
that the practice of expenditure tracking did natyvsignificantly between the two
respondent groups. This is interesting, given ¢ghatimber of past empirical studies such
as that of Nyamute and Maina (2010) and Cackleg1200th linked financial knowledge
to such money management practices as expenditaokirtg. Perhaps the lack of
statistical significance was occasioned by the fhat majority of the respondents who
undertook the training were self-employed and ttaeeewere probably overwhelmed by
the demands of administration that challenges miosepreneurs and SME owners. Thus,
even with an appreciation of the need to track yeespenditure, they potentially lagged

behind and gave up on this discipline.

The study sought to determine whether there wasamyficant difference in the practice
of budgeting between respondents who undertook Ritéking and those who did not.
Table 4.5 shows that the mean score for responadmisundertook FIKA training was
higher at 3.24 compared to that of respondents eiticnot go through the program at
2.74. This is concert with previous study by Kefé810) which implied that budget to
manage money accounted for a significant part mdrfcial knowledge. This is further
depicted in the statistically significant correteti between financial knowledge and

budgeting with @ -value of .05 as shown in table 4.4.

The means scores between the respondents who aokidfiKA training (M=3.24,
SD=.700) and those who did not (M=2.74, SD=.964f wat statistically significant;
t(42)=-1.948, p>.05. This implies that the budggtipractices of respondents who

undertook FIKA training program and those who dat ondertake the training did not
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vary significantly. This lack of a statistical difence may be explained that respondents
in the control group had relatively higher educatichich probably offset the training that
recipients of FIKA program underwent. The low mescores from both respondent
groups suggest that a majority of the respondents ficross the board did not practice
the discipline of budgeting. This might have sterdrfrem the individuals’ lack of feeling

of control of over their finances, consistent withst studies by FSD Kenya (2009) which
found out that understanding vocabulary such agddbting” seemed to do little in

improving the respondents’ control of their finasce

The study sought to compare the money managemewtiqges of respondents who
undertook the FIKA training program and those whid dot in terms of their
usage/adherence to a formal spending plan to mathemye money. Respondents who
undertook FIKA training scored a hire mean of 3t@8npared to respondents who did not
at 2.95. According to Table 4.6, the means scoeésden the respondents who undertook
FIKA training (M=3.09, SD=.793) and those who didtr{M=2.95, SD=.805) was not
statistically significant; t(42)=-.580, p>.05. Th&ggests that the practice of using a
formal spending plan for money management by red@as who undertook FIKA
training program did not vary significantly fromettpractice of respondents who did not
undergo the training. The low mean scores imply thajority of the youth from either

respondent group did not use a formal spending tplamanage their money.

The study sought to establish whether financiaining impacted on the recipients’
propensity to compare prices whenever they wenpgng. Respondents who underwent
through FIKA training scored a higher mean of 4c8®npared to their counterparts who

did not with a mean score of 4.19. This agrees westipirical findings by Cackley (2011)
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which showed that respondents who had taken tlandial education course were more

likely to have engaged in positive behaviours saglsomparison shopping among others.

Independent sample t-test (table 4.6) however shthas there was no statistically
significant difference between the means coresespondents who undertook FIKA
training (M=4.39, SD=.583) and those who did not=fML9, SD=.512) concerning
whether they usually compared prices whenever Wyt shopping; t(42)=-1.209, p>.05.
This suggests that the practice of comparing pitiedere purchasing by respondents who
undertook FIKA training did not vary significantfyom the practice of respondents who
did not undergo the training. The high mean scammfboth respondent groups imply that
both categories appreciated the importance of moceparison before making a purchase.
Tendencies such as price comparison may be triggeyesub-conscious reflex action
rather than a conscious decision to engage the.niihds, financial training perhaps
worked to reinforce an already ingrained habitpfed out of the need to get a bargain
price. It may be argued that the individuals teegdiy the FIKA program were inherently
price-sensitive and financial training on the néed@ompare prices simply affirmed their

need to get a bargain price out of every purchase.

The objective of the study was to establish whethere was any significant difference
between the respondents who underwent FIKA traipmogiram and those who did not in
terms of the practice of timely payment of billable 4.5 shows that the mean score of
respondents who undertook FIKA training was higlaér3.76 compared to that of
respondents who did not at 3.09. Therefore, resgraisdvho undertook the FIKA training

program practiced the discipline of timely paymehbills more than the control group.
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The t-test results shown in table 4.6 indicates tha difference in the mean scores
between respondents who undertook FIKA training 36, SD=.700) and those who did
not (M=3.09, SD=.848) regarding the practice ofdiynpayment of bills was statistically
significant;t(42)=-2.862,p<.05. This suggests that the practice of payindpifif on time
by respondents who undertook FIKA training sigrafidy varied from the practice of
respondents who did not undertake the trainings Timding supports past studies by
Cackley (2011) which established a similar patemong soldiers who undertook a 2-day
financial education course taught. Perhaps thués to the fact that the requirement to
pay bills put immediate pressure to individualanpelling them to settle their bills as and
when they fall due. That the practice of bill paymevas statistically significant is

definitive of financial literacy as argued by Nyammand Maina (2010).

The study also sought to establish if there wamg@aifcant difference in the practice of
timely loan repayment between respondents who tmalethe FIKA training and those
who did not. Table 4.5 shows that the mean scdresspondents who undertook FIKA
training was higher at 3.86 compared to respondehts did not at 3.30. This suggests
that respondents who undertook FIKA training piaaditimely loan repayment more than
their counterparts who did not take the traininigisTmay stem from the need to maintain
a favourable credit score since majority of thepoeslents who undertook the training
were SME owners and the objective of taking thes®to begin with, was to access loan.
This is in harmony with past studies by Huhmann lsieQuity (2009) which showed that
Financial literacy indirectly affected higher-ordénancial consequences such as a

consumer’s credit score and interest rates chaygesdibsequent loans.

Table 4.6 shows that there was a statisticallyiogmt difference between the mean

scores of respondents who undertook FIKA trainiig-3.86, SD=.727) and those who
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did not (M=3.30, SD=1.146) concerning their praetaf timely loan repayment(42)=-

1.890, p<.05. Therefore, FIKA training did not lead to dfelience in the practice of
timely loan repayment. This further reinforces éwdence on the link between financial
knowledge and timely loan repayment as suggestetthanliterature by Nyamute and

Maina (2010); for instance, ensuring that creditidaalances are paid in full each month.

The study sought to establish whether respondargsred that they collected all debts
owed to them promptly. Table 4.5 shows that respotslwho went through the FIKA

training program scored a higher mean of 3.62 imseof the practice of prompt debt
collection compared to their counterparts who ditl undertake the training with a mean
score of 2.87. It seems that prompt debt collecivas a practiced that could be attributed

to financial knowledge.

As shown in table 4.6, there was a statisticalgnigicant difference between the mean
scores of respondents who undertook FIKA (M=3.627921) and those who did not
(M=2.87, SD=.968) in terms of the practice of colleg debt owed to them promptly;
t(42)=-2.626,p<.05. This implies that FIKA training had a pos#tieffect on the practice
of debt collection. This agrees with Kloeppingem@ioand Sharma (2010) whose study

linked financial education to proper manageme ruedit.

The study sought to determine whether as a re$uHtKA training, respondents strictly

borrowed money to invest but not to spend. The grstatistics (Table 4.5) shows that
respondents who undertook the training scored ehignean of 4.52 compared to
respondents who did not, at 3.86. It appears tberethat financial knowledge influenced

recipient’s decision to strictly borrow money t@@st, not to spend.
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Table 4.6 shows that the difference in the mearrescdetween respondents who
undertook FIKA training (M=4.52, SD=.593) and thagko did not (M=3.86, SD=.910)

in terms of the practice of strictly borrowing mgn#® invest and not to spend was
statistically significant; t(42)=2.894, p<.05. Thssiggests that FIKA training did affect
positively impact on respondents’ borrowing praesic The finding is consistent with
Vandone (2009) who discussed the important rolaggal by financial education among

preventive measures that seek to achieve morensigp® borrowing by individuals.

The study sought to establish whether participatiorFIKA training impacted on the
respondents’ proper prioritization of their spemdifable 4.5 shows that respondents who
undertook FIKA training had a higher mean scord.65 compared to their counterparts
who did not with a mean score of 4.29. It seemmftbese results that the FIKA training
program influenced recipient’s decisions to alway®ritize their spending based on
needs, not wants. This is consistent with ratiepaigument fronted by Nga et al. (2010)

which accrue as a result of financial literacy.

Table 4.6 however shows that the difference inntlean scores between respondents who
undertook FIKA training (M=4.65, SD=.573) and thagko did not (M=3.29, SD=.717)

in terms of the practice of prioritizing spendingsbd on needs was not statistically
significant; t(42)=1.881, p>.05. This suggests tim@re was no significant difference in
the practices of respondents who underwent theitigiiand those who did not in terms of
prioritization of expenditure. It seems that théerplayed by financial knowledge gained

from the FIKA training program was not significant.
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The mean score of respondents who undertook FIKAitrg was lower at 4.65 compared
to those who did not take the training scoring amef 4.67 in terms of exercising due
diligence on loan terms. The statistics suggestttieadifference between the mean scores
were marginal. There was no statistically significalifference in the mean scores
between respondents who undertook FIKA training 4\65, SD=.714) and those who did
not (M=4.67, SD=.483) regarding whether they alwaymcked for the terms and
conditions of any loan they took and ensured theleustood the consequences of default;
t(42)=-.078, p>.05. This suggests that FIKA tragnidid not lead to a significant
difference in the practice of due diligence takenaan by the respondents. This resonate
the need to periodically monitor the effectiveneschemes adopted to promote financial

literacy as suggested by Vandone (2009).

Table 4.5 Group Statistics for Financial Knowledgeand Money Management Practices

Std.
Undertaken the Std. Error
FIKA training N | Mean | Dev Mean
I track every expenditure by recording them Yes 23 333 1.065 195
on a daily basis No 21 317 937 232
For every expenditure, | prepare a budget Yes 23 3.24 .700 .201
before hand No 21 2.74 .964 153
| use a formal spending plan to manage my Yes 23 3.09 .793 .165
money No 21 2.95 .805 176
| usually compare prices whenever | go Yes 23 4.39 .583 122
shopping No 21 4.19 512 112
| always pay all my bills on time Yes 23 3.76 .700 77
No 21 3.09 .848 153
| always pay any loan or money borrowed byes 23 3.86 727 .239
the agreed time No 21 3.30 1.146 159
| ensure that | collect all debts owed to me Yes 23 3.62 921 .202
promptly No 21 2.87 .968 .201
| strictly borrow money to invest, not to spendes 23 4.52 .593 124
No 21 3.86 .910 199
| always prioritize my spending based on  Yes 23 4.65 .573 119
needs, not wants No 21 4.29 717 .156
| always check for the terms and conditions ¥kes 23 4.65 714 .149
any loan | take and ensure | understand th¢ No
consequences of default. 21 4.67 483 105

Source: Author (2013)
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Table 4.6 Independent Samples Test for Financial kewledge and Money Management

Levene's Test
for Equality of

Variances t-test for Equality of Means
95% Confidence
Sig. Mean Std. Error Interval of the
F Sig. t df (2-tailed) | Difference | Difference Difference
Lower | Upper
| track every Equal varianceq
expenditure by assumed .184 .670 -.528 42 .600 -.159 .302 -.768 .449
recording them Equal vari
dailv basi qual varianceq
onadalybasis - - csumed -525| 40.068 .602 -159 304 -773| 454
For every Equal varianceq
expenditure, | assumed 1.342 253 | -1.948 42 .058 -.499 .256| -1.016 .018
prepare a budget Equal vari
ual variances
beforehand =8 teran -1.976| 40.065 055 -499 252| -1.009| 011
| use a formal Equal varianceq
spending plan to assumed .002 .967 .558 42 .580 135 241 -.352 .621
manage my .
money Equal varianceq
not assumed .558 | 41.514 .580 135 241 -.352 .621
| usually Equal varianceq
compare prices assumed 3.025 .089 | 1.209 42 .233 .201 .166 -134 .536
whenever | go .
shopping Equal varianceq
not assumed 1.217| 41.942 .231 .201 .165 -132 .534
| always pay all Equal varianceq
my bills on time assumed .004 951 | -2.862 42 .007 -.675 236 | -1.151 -.199
Equal varianceq
not assumed -2.888| 41.605 .006 -.675 234 | -1.147 -.203
| always pay Equal varianceq
any loan or assumed 4.222 .046 | -1.890 42 .066 -.553 292 | -1.143 .037
money .
borrowed by the Equal variances
agreed time not assumed -1.928| 37.636 .061 -.553 .287| -1.133 .028
I ensure that!  Equal varianceq
collect all debts assumed .056 .815 -2.626 42 .012 -.749 .285 -1.326 -.173
owed to me Equal vari
tl qual varianceq
promptly not assumed 2.632| 41.922 012 -749 285 -1.324| -175
| strictly borrow  Equal varianceq
money to invest, assumed 1.142 291 2.894 42 .006 .665 .230 .201 1.128
not to spend .
Equal varianceq
not assumed 2.840| 33.882 .008 .665 .234 .189 1.140
| always Equal varianceq
prioritize my assumed 1.788 .188 1.881 42 .067 .366 195 -.027 .760
spending based .
on needs, not  Equal varianceg
wants not assumed 1.862| 38.277 .070 .366 .197 -.032 .765
| always check  Equal varianceq
for the terms assumed .396 .532 -.078 42 .938 -.014 .186 -.389 .360
and conditions .
of any loan | Equal varianceq
take and ensure Notassumed
| understand the -079| 38.846 .937 -.014 .182 -.384 .355
consequences o
default.

Source: Author (2013)
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4.4  The relationship between Financial Knowledge ahSavings and Investment
Culture of the Youth in Kenya

In this section, indicators of a savings and invesit culture assessed were: regular
savings plan, risk understanding and taking andsgténg of long term money goals.
Table 4.7 shows Spearman’s Rank Correlation caeffis with Alpha significant at .05
levels. The table shows that financial knowledges veignificantly correlated to the
development of clear long term money goats.312, p<.05). However, the relationship
between financial knowledge and regular savings frla.194,p>05); risk taking (=.041,
p>.05) and risk understanding=(214, p>.05) or investing rE.071, p>.05) was not

statistically significant.

Table 4.7 Correlation between Financial Knowledgersd Savings & Investment

Spearman’s rho 1
Financial Knowledge Correlation Coefficient 1.000
Sig. (2-tailed) .

N 44

Regular savings plan Correlation Coefficient 194
Sig. (2-tailed) .206

N 44

Risk taking Correlation Coefficient .041
Sig. (2-tailed) 791

N 44

Risk understanding Correlation Coefficient 214
Sig. (2-tailed) 163

N 44

Clear long term money goals  Correlation Coefficient .312(%)
Sig. (2-tailed) .039

N 44

Investing Correlation Coefficient .071
Sig. (2-tailed) .645

N 44

* Correlation is significant at the 0.05 level @iled).
Source: Author (2013)

A comparison between respondents who undertook Rhdiking and those who did not
was made in terms of whether they had a regulangsylan which they followed strictly
without default. The group statistics (table 4.8)ws that the mean score of respondents

who did not undertake the training was higher 3@ Zompared to their counterparts who
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undertook the training, whose mean score was ZIB& contradicts the findings of a

previous study by Cackley (2011) which showed teapondents who undertook financial
education course were more likely to have engagdthancial practices such as saving.
This may be explained by the fact that majoritye@$pondents in this study were SME
owners. Extant literature on SMEs suggests that 8bHEES are cash-crunched. Thus, in
agreement with FSD Kenya (2009), the concept ddrfamal capability comes into the

equation as it is one thing to understand the rmewbconcept of savings and another to
claim financial capability. The low mean scoreggest that although respondents in the
control group seemed to practice savings more tfiatest group, the discipline of regular

savings was hardly practiced across the board.

Table 4.9 shows that there was no statisticallpiBaant difference in the mean scores
between respondents who undertook FIKA training 83\28, SD=.956) and those who did
not (M=2.83, SD=1.1029) in terms of following a vy savings plan without default;

t(42)=-1.530, p>.05. This implies that the FIKAiag did not result to any significant

difference in the savings culture of recipientsisTégrees with the conclusion of a study
by Nyamute and Maina (2010) whose findings suggestet, while those who are

financially educated do practice to an extent, ddath financial behaviors (such as a
disciplined saving culture), one can still practicencial management behaviors whether
or not they are financially literate. However, fbe&v mean scores registered in this study
suggest that respondents hardly cultivated a sawingiure. It is worth recalling that past
studies done by FSD Kenya (2009) established thalkevwKenyans are keen to save,
majority of them saved towards meeting day to dgyeases rather than for long term

needs.
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In order to establish the effect of financial knedgde on financial risk taking, the study
sought to compare the practices of respondentsuadertook FIKA training with those
who did not. Table 4.8 shows that respondents witeriook FIKA training had a higher
mean score of 3.52 compared to their counterpdrtsdid not, with a mean score of 3.10.
This suggests that respondents who undertook KA fhining did take risk without fear
of losing than the control group. This could belakged by the fact that majority of the
respondents in the test group were entrepreneuanpa@d to their counterparts who were
in employment. Risk taking is a typical charactéri®f entrepreneurship and thus, the

relatively higher mean score was expected.

Table 4.9 shows that the difference in the mearrescietween respondents who
undertook FIKA training (M=3.52, SD=.846) and thagko did not (M=3.10, SD=.944)
with regard to risk taking was not statisticallgrsficant; t(42)=1.581, p>.05. This implies
that the FIKA training did not account for any sigrant difference in the risk culture of
recipients. This suggests that respondents whortoukeFIKA training and those who did

not both had the same propensity for risk taking.

The study sought to establish whether as due tanéilml knowledge, respondents
understood all the risks they took with their morsgfore spending or investing. A
comparison was made between respondents who uokdfite FIKA training and those
who did not. Table 4.8 shows that respondents waotwhrough FIKA training scored a
higher mean of 4.57 compared to respondents whamalidindertake the training with a
mean score of 3.24. This provides empirical supporthe perspectives of O’Connell
(2008) who considered financial education as pcdsy which financial

consumers/investors develop the skills and contidén become more aware of financial
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risks and opportunities, to make informed choitesknow where to go for help, and to

take other effective actions to improve their fici@hwell-being.

Table 4.9 shows a statistically significant difiece between the mean scores of
respondents who undertook FIKA training (M=4.57,=S890) and those who did not
(M=3.24, SD=.831) in terms of their understandifghe risk they took with their money
before spending or investing t(42)=6.15%.05. This means that the FIKA training
explained a significant difference in the underdiag of risk between the two respondent
groups. This is resonant to the views of Vando®®92 who suggested that understanding
of financial risks constitute a basic part of thdicators of a financially literate individual.
Risk management, through the exposure of indiv&lual micro-insurance seemed to
makeup an important part of the FIKA program, amehde the statistically significant

difference in the understanding of recipients @f titaining.

The study sought to determine whether there was sagwificant effect of financial
knowledge on the setting of long term money goaisindependent sample t-test was run
to compare means between respondents who unddftB@ktraining and those who did
not. Table 4.8 shows that respondents who underf®R training had a higher mean
score of 3.19 compared to their counterparts widondit take the training with a mean
score of 3.10. This suggests that financial knoggedo some extent did influence
individuals towards having clear long term monewlgoThis agrees with the findings of a
study by FSD Kenya (2009) which indicated thatficially knowledgeable persons make

savvy financial decisions, among them, setting @ financial goals.
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Table 4.9 however shows that the difference inntiean scores between respondents who
undertook the FIKA training (M=3.19, SD=.791) ankdose who did not (M=3.10,
SD=.194) in terms of setting up long term moneylgegas not statistically significant
t(42)=-1.620, p>.05. This means that the FIKA tiragndid not significantly influence
recipient’s decision to establish long term monewlg any more than their counterparts
who did not go through the training program. It rasetherefore, that while financial
knowledge appeared to be linked to the setting ofiegy goals, such money goals were
not necessarily contingent to the FIKA training gmam. This lack of statistically
significant difference appears to support the amniniby Cackley (2011) because of the
difficulty in relying on these findings to genemdi conclusions about the effect of
financial education through such a program as FtAthe individual financial practices

and outcomes.

The study sought to determine whether financialvkadge influenced respondents’
decisions to make investments that earn them additiincome aside from their
employment income. Table 4.8 shows the mean saafresspondents who undertook
FIKA training and those who did not. The table shothat respondents who did not
undertake FIKA training had a higher mean scor8.88 compared to their counterparts
who did take the training, with a mean score o7 2Bhat a higher mean was registered in
the decision of respondent group to invest in doltl income aside from their
employment income compared to their counterparthentest group seems to contradict
the assumptions of FSD Kenya (2009), speculatiagfthancial knowledge accounts for a

higher propensity to invest.
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Table 4.9 shows that there was no statisticallyiBgant difference between the mean
score of respondents who undertook the FIKA trgniM=2.87, SD=1.325) and those
who did not (M=3.38, SD=1.322) regarding havingestmvestments that earn additional
income aside from their employment t(42)=-1.280,08> This suggests that FIKA
training did not account for any difference in tlespondents’ investment in additional
income-generating ventures aside from their emptoym The findings agree with
Nyamute and Maina’s (2010) study which establishedsignificant difference between
the test group and control group as far as invastqectices were concerned. This may
be explained by the fact that financial knowledgesinot necessarily equates to financial
capability which may be needed to make an investnidre results support the distinction
made between financial knowledge and financial baipaaccording to Birkenmaier et
al. (2013) who maintained that to be financiallypa&hble, people must be more than
financially literate; they must also have accedsn@ncial products and services that allow

them to act in their best financial interest.

Table 4.8 Group Statistics for Financial Knowledgeand Savings/Investment

Whether respondent

have undertaken the Std. Std. Error

FIKA training N | Mean | Deviation Mean
I have a regular saving plan which |~ Yes 23| 3.29 956 215

trictly follow without default

Strctly Toflow withiott cetal No 21 283 1.029 209
| do take risks with my money withoutYes 23| 3.52 .846 176
fear of losing No 21| 3.10 .944 206
| understand all the risks | take with  Yes 23| 457 .590 123
my money before spending or No
investing 21| 3.24 .831 181
I have clear long term goals with my Yes 23| 3.39 .891 .186
money No 21 3.10 889 194
I have other investments that earn meYes 23| 2.87 1.325 .276
additional income aside from my No
employment income 21| 3.38 1.322 .288

Source: Author (2013)
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Table 4.9 Independent Samples Test for Financial kewledge and Savings/Investment

Levene's
Test for
Equality of
Variances t-test for Equality of Means
95% Confidence
Sig. Mean Std. Error Interval of the
F Sig. T df (2-tailed) | Difference | Difference Difference

Lower Upper

| have aregular Equal
saving plan variances .021| .886 -1.530 42 133 -.460 .300| -1.066 .146
which | strictly ~ assumed
follow without Equal

default variances not -1.536| 41.984 132 -.460 299 | -1.064 144
assumed

| do take risks  Equal

with my money variances .167 | .685 1.581 42 121 427 .270 -.118 971

without fear of  assumed

losing Equal
variances not 1.573| 40.360 124 427 271 -121 974
assumed

I understand all Equal

the risks | take  variances .633| .431 6.151 42 .000 1.327 .216 .892 1.763

with my money assumed
before spending Equal

or investing variances not 6.057| 35.753 .000 1.327 .219 .883 1.772
assumed
| have clear long Equal
term goals with  variances .863 | .358 -2.620 42 .012 -.704 269 | -1.246 -.162
my money assumed
Equal
variances not -2.620| 41.658 .012 -.704 .269 | -1.246 -.162
assumed
| have other Equal
investments that variances .001| .980 -1.280 42 .207 -511 399 | -1.317 .295
earn me assumed
additional Equal
income aside variances not
from my assumed -1.280| 41.654 207 -511 399| -1318| 295
employment
income

Source: Author (2013)

4.5  The Relationship between Financial Knowledge anFinancial Risk
Management Practices of the Youth in Kenya
In this section, the financial risk management ¢attirs such as the maintenance of an

emergency savings account, medical insurance, a@nsar of assets and income
diversification are analyzed. The correlation betwdinancial knowledge and financial
risk management is shown in table 4.10. The tabtevs that there was a direct and
significant relationship between financial knowledgnd maintenance of emergency
saving (=.372,p<.05), and purchase of medical insurance432,p<.01). However, no
statistically significant correlation was thereween financial knowledge and insurance
of assetsrE.190,p>.05) or income diversificatiomn$.224,p>.05).
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Table 4.10 Correlation between Financial Knowledgand Risk Management Practices

Spearman's rho 1

1 Financial Knowledge Correlation Coefficient 1.000
Sig. (2-tailed) :

N 44

2 Emergency saving Correlation Coefficient .372(%)
Sig. (2-tailed) .013

N 44

3 Medical insurance Correlation Coefficient A32(*)
Sig. (2-tailed) .003

N 44

4 Insurance of assets Correlation Coefficient .190
Sig. (2-tailed) 217

N 44

5 Income diversification Correlation Coefficient 224
Sig. (2-tailed) 144

N 44

* Correlation is significant at the 0.05 level @led).

** Correlation is significant at the 0.01 level {@ied).

Source: Author (2013)

In order to establish the effect of Financial Knedde on the practice of Emergency
Savings among the youth, an independent sampé$t wies run to compare the mean score
of respondents who undertook FIKA training withantrol group who did not. Table 4.11
shows that the mean score of respondents who dithke the training was higher at 3.39
than that of the respondents who undertook thaitrgj having a mean score of 3.04. This
difference goes contrary to theoretical assumpteralable in extant literature. This is
may be attributable to the idiosyncrasies of mientrepreneurs given that SMESs represent

the major group targeted by Equity Bank.

The t-test results shown in table 4.12 howevercaugis that there was no statistically
significant difference between the mean score spoadents who undertook the FIKA
training (M=3.04, SD=1.024) and those who did ndgt=8.38, SD=1.022) in terms of

maintaining an emergency savings account t(42)84L.9>.05. This implies that FIKA
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training did not account for any significant digeice in the recipients’ practice of
emergency savings. In contrast to the argumentddgli (2010) that financial literacy can
help to prepare consumers for tough financial tintgsrisk mitigation strategies such as
accumulating savings; the lack of statistically ndigant difference that financial
knowledge through the FIKA training was a necessaynot sufficient condition to lead

to the practice of emergency savings.

The study sought to determine whether financialvkedge led to the possession of
medical insurance. According to table 4.11, respatslwho undertook FIKA training had
a higher mean score of 4.00 compared to their eopatts who did not go through the
training, whose mean score was 3.19. It appears ffttese mean scores more of the
respondents who undertook FIKA training had takemmedical insurance for their

household compared to their counterparts in thérabgroup.

Table 4.12 shows that the difference in the measresdbetween respondents who
undertook FIKA training (M=4.00, SD=.798) and thagko did not (M=3.19, SD=1.289)
in regarding the possession of a medical insurdoceheir household was statistically
significant t(42)=-2.529p<.05. This suggests that financial knowledge thihotige FIKA
training program significantly influenced the reeipt’s decision to take a medical
insurance policy as a risk management practice.fifldings agree with Kefela’s (2010)
position that financial literacy can help to prepaonsumers for tough financial times, by
promoting strategies that mitigate risk such a<lpasing insurance, among other risk
mitigation strategies. However, through discussith respondents who undertook the
FIKA training program, it was revealed that gettiagmedical cover was a mandatory

condition set by Equity Bank in order to particepat the program. Thus, participants who
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were not yet insured had to get cover with NatidAatpital Insurance Fund (NHIF) if
they could not afford private insurance. It cansthhe deduced that the significant

difference in the usage of insurance as a riskgatiton strategy was not spontaneous.

The study also sought to determine whether finarigiawledge influenced the youth
towards insuring their major assets. An independantple t-test was run to compare the
mean score of respondents who undertook the Flkaiitrg with those who did not.
Table 4.11 shows that respondents who undertoold RtKining scored a mean of 2.22
compared to the control group who did not 1.81. Tdve mean scores from both the test
group and the control group suggest that respoaded not taken an insurance policy for

all their major assets.

As shown in table 4.12, the difference in the masaore between respondents who
undertook FIKA training (M=2.22, SD=.998) and thagleo did not (M=1.81, SD=1.928)
in taking an insurance policy for major assets natsstatistically significant t(42)=1.400,
p>.05. This implies that the FIKA training progrand ehot lead to a significant difference
in the respondents decisions concerning insuraficessets. This goes contrary to the
assertion of Vandone (2009) who held that finaneidlucation sets out to limit the
negative impact that unexpected events can havhoosehold finances which entails
putting into place insurance solutions designedafieguard their financial future. The
findings instead agrees with a previous researciNygmute and Maina (2010) which
concluded that financial literacy does not necelysdead to better emergency
management. The aspect of financial capability @@shcomes to play again, as past

studies have established that implementing knovdedg risk management such as
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insurance is difficult as over half of Kenyans hetstudy by FSD (2009) felt out of

control of their finances.

The study sought to determine whether financialWkedge influenced the youths towards
deliberately diversifying their income sources ass& management practice. Table 4.11
shows that respondents who undertook FIKA trainocgred a higher mean of 3.43
compared to the control group who did not, with @am of 3.00. From the relatively high

mean scores, it may be inferred that more of redpois who undertook FIKA training

program diversified their income sources than tbeunterparts in the control group.

4.11 Group Statistics for Financial Knowledge and Bk Management Practices

Whether respondent Std.
have undertaken the Mea Std. Error
FIKA training N n Deviation | Mean
| maintain an Yes 23| 3.04 1.022 .213
emergency savings No
account 21| 3.38 1.024 223
| have saved three Yes 23| 2.17 .984 .205

times the amount of No
my monthly income

21| 2.19 .602 131
for emergency
purposes
| have at least a Yes 23| 4.00 .798 .166
medical insurance No 21 319 1.289 281
for my household
| have taken an Yes 23| 2.22 .998 .208
insurance policy for No
all my major assets 21 181 .928 .203
| have deliberately Yes 23| 3.43 .896 .187
diversified my No 21| 3.00 1483 324

sources of income
Source: Author (2013)

The t-test results in table 4.12 however indic#tes$ there was no statistically significant
difference in the mean scores of respondents whientimok FIKA training (M=3.43,
SD=.896) from that of the control group who did im=3.00, SD=1.483) in terms of

deliberately diversifying sources of income as sk nnanagement strategy t(42)=1.189,

56



p>.05. This suggests that the FIKA training progrdid not significantly influence

recipients’ decision towards income diversificati@s a financial risk management
practice. The lack of a statistically significantference is consistent with past research
conducted by McCaffery and Slemrod (2006) whiclalelgthed that education results in

greater portfolio diversification but the estimatadgnitudes are not particularly large.

4.12 Independent Samples Test for Financial Knowlage and Risk Management

Levene's Test
for Equality of

Variances t-test for Equality of Means
95% Confidence
Sig. (2- Mean Std. Error Interval of the
F Sig. t df tailed) Difference | Difference Difference
Lower Upper
I maintain an Equal
emergency variances .007 | .935| -1.094 42 .280 -.337 .309 -.960 .285
savings account assumed
Equal
variances not -1.093| 41.623 .280 -.337 .309 -.960 .286
assumed
| have saved Equal
three times the  variances 1.859| .180 -.067 42 .947 -.017 .249 -.519 486
amountof my  assumed
monthly income Equal
for emergency - variances not -068| 36896  .946 -017 244| -510 477

purposes assumed

I have at least a Equal
medical variances 12.352| .001 2.529 42 .015 .810 .320 .164 1.455
insurance for assumed
my household  Equal

variances not 2.477| 32.786 .019 .810 327 144 1.475
assumed

| have taken an Equal

insurance policy variances 1.812| .185| 1.400 42 .169 .408 291 -.180 .996

for all my major assumed

assets Equal
variances not 1.404| 41.982 .168 408 .290 -.178 .994
assumed

| have Equal

deliberately variances 13.719| .001 1.189 42 241 435 .366 -.303 1.173

diversified my  assumed

sources of Equal

income variances not 1.163| 32.283 .253 435 374 -.326 1.196
assumed

Source: Author (2013)

A regression analysis was further undertaken tabdéish the extent to which financial
knowledge determined the youth’s various finangigctices. The results are shown in
tables 4.13 to 4.15. The model summary (Table 4sh®ws thafR® = .447 adjusted to

.358 This means that 44.7% of the variance in the aedents’ financial practices is

explained by the regression model. The adjuﬂ%td)f .358 means that 35.8% of the
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variance in the respondents’ financial practiceexplained by the regression model
derived from the sample population, namely the lyombo undertook the FIKA training
program. It may be inferred from the regressionultethat financial knowledge as
imparted though a program such as FIKA trainingy@tha partial role in the financial

practices and habits the youth.

Table 4.13 Model Summary

Model R R Square | Adjusted R Square Std. Error of the Estimat

1%

1 1669(a) 447 358 576

a Predictors: (Constant), MI, PB, TL, EA, SP, MG
Source : Author (2013)

The analysis of variance shown in Table 4.14 revebht the regression model is
significant <.05) indicating that the model has explanatory @oand therefore, the null

hypothesis (the model does not improve predictoam) be rejected.

Table 4.14 ANOVA (b)

Mean
Model Sum of Squares Df Square F Sig.
1 Regression 9957 6 1.659| 4.994 .001(a)
Residual 12.293| 37 .332
Total 22.250, 43

a Predictors: (Constant), MI, PB, TL, EA, SP, MG
b Dependent Variable: FK
Source : Author (2013)

Table 4.15 below shows the estimated regressioffficieats, standard errors of the
estimates, t-values and significant levels. Indpaatf the standard regression coefficients
shows that the usage of a formal spending plan doage money (SP) possessed the
highest explanatory power on the effect of finah&mowledge on financial practices

(Beta=.274).
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Table 4.15 Coefficients(a)

Unstandardized Standardized
Model Coefficients Coefficients t Sig.

B Std. Error Beta

1 (Constant .955 473 2.019 .051

PB .159 133 .194 1.197 .239
SP 274 135 301 2.023 .050
TL 172 .098 .239 1.760 .087
MG -.189 133 -.250 -1.420 .164
EA .140 .104 .200 1.356 .183
MI 176 .095 275 1.854 072

a Dependent Variable: FK
Source: Author (2013)

4.6 Discussion of Findings

Independent sample t-tests showed that there vgatiatically significant difference in
the mean scores between respondents who undert§dktfaining and the control group
in terms of timely bill payment, prompt debt colieo, prioritization of expenditures or
taking of due diligence on loan terms. However staistically significant difference was
established between the scores for respondentsunthertook FIKA training in terms of
money management practices such as expenditutértgadudgeting, usage of a formal

spending plan, price comparison before purchasimgly loan repayment and borrowing.

There was no statistically significant differencetihhe mean scores between respondents
who undertook FIKA training and those who did negarding their savings and
investment practices such as the cultivation oddngs culture, risk taking, setting of
long term money goals or investment decisions. difierence in the mean scores of
respondents who undertook FIKA training program dnuse who did not in terms of risk

understanding was statistically significant.
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Independent sample t-test showed that there westatistically significant difference in
the mean scores of respondents who undertook Frgihihg and the control group in
terms of risk management practices such as sawingnfiergencies, insurance of assets or
deliberate diversification of income. The differenen the mean scores between
respondents who undertook FIKA training and thodeowdid not take the training
regarding the possession of a medical insurancethieir household was statistically
significant. In the overall, financial knowledgeptained 44.7% of the variance in the

financial practices of respondents.
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CHAPTER FIVE: SUMMARY, CONCLUSIONS AND RECOMMENDATI ONS.

5.1 Introduction

The general objective of the study was to deterntireerelationship between financial
knowledge and the personal financial practicesiefyiouth in Kenya based on the case of
FIKA training program. This chapter explains the msoary, conclusions and
recommendations of the study. The chapter alsalsleéke limitations of the study and

recommendations for further research.

5.2  Summary of the Study

Schemes adopted to promote financial literacy shbel periodically monitored for their
effectiveness as some of these schemes receivputio funds, thus it is appropriate that
the results of such investments are assessed. Rleseathe topic of financial knowledge
is sparse. The limited researches that have beeducted have yielded mixed results.
This study sought to extend research on the imphatihancial knowledge targeting the
youth in Kenya on their personal financial pracidesed on Equity Bank’s Financial
Knowledge for Africa (FIKA) programme as a case dgtu Despite the implied
extensiveness of its outreach, at a cost of lohil§hillings, no known research has been
conducted specifically to evaluate the impact &f FHKA programme on the personal
financial management practices of the youth in Kenyhe general objective of the study
was to determine the effect of financial knowledgethe personal financial practices of
the youth in Kenya. The study was guided by thieeciic objectives: to determine the
effect of financial knowledge on the money managanpeactices of the youth in Kenya;
to determine the effect of financial knowledge be savings and investment culture of the
youth in Kenya; and to establish the effect of ficial knowledge on the financial risk

management practices of the youth in Kenya.

61



A case study design was used. The population oftindy comprised of all participants
who completed the FIKA training program. The resbatargetedyouth who were
successfully trained and graduated, estimated 2098 peopleA convenient sample of
60 respondents was selected through snow-ball sagnpéchnique. Recipients of the
FIKA training were evaluated against a comparisooug that did not participate in the
program. Data was collected through the administmadf a questionnaire whose measure
of reliability yielded Cronbach’s Alpha of .827.dependent sample t-test was used to
compare the mean scores of the data between thg gtoup and the control group.
Inferences were drawn using Spearman’s Rank CdtorlaCoefficients and multiple
regression modelling techniques. The data was aedlysing SPSS and presented in

figures and tables.

The study established that financial knowledge @reld 44.7% of the variance in the
financial practices of respondents. Independentpgamtests showed that there was a
statistically significant difference in the mearmas between respondents who undertook
FIKA training and the control group in terms of & bill payment, prompt debt
collection, prioritization of expenditures or tagirof due diligence on loan terms.
However, no statistically significant difference svastablished between the scores for
respondents who undertook FIKA training in termsmafney management practices such
as expenditure tracking, budgeting, usage of a dbrspending plan, price comparison

before purchasing, timely loan repayment and bamgw

There was no statistically significant differencetihe mean scores between respondents

who undertook FIKA training and those who did negarding their savings and
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investment practices such as the cultivation oadngs culture, risk taking, setting of
long term money goals or investment decisions. difierence in the mean scores of
respondents who undertook FIKA training program dnuse who did not in terms of risk

understanding was statistically significant.

Independent sample t-test showed that there wasdatistically significant difference in
the mean scores of respondents who undertook FHeihibhg and the control group in
terms of risk management practices such as sasmgnfiergencies, insurance of assets or
deliberate diversification of income. The differenén the mean scores between
respondents who undertook FIKA training and thodso wdid not take the training
regarding the possession of a medical insurancethieir household was statistically

significant.

5.3  Conclusions of the Study

Financial knowledge, through the FIKA training pragy played a major role on the
money management practices of the youth on a numbé&onts. Individual financial
practices that could be explained by the FIKA paogmvere: timely bill payment, prompt
debt collection, prioritization of expenditures agxkrcising due diligence on loan terms.
However, there were no significant changes in thantial practices of the youth with
regards to tracking of expenditures, budgeting, maning prices before making a

purchase, repayment of loans in a timely mannéooarowing practices.

Financial knowledge had a limited effect on theirsgs and investment practices of the
individuals as it only increased the individual'aderstanding of the concept of risk.

However, it played a little, if any role in changithe savings and investment culture of
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the youth as the financial practices of individualso undertook the FIKA program did
not distinctively vary in comparison to those whd dot as indicated by the practice of

regular savings, risk taking, setting of long temaney goals or investment decisions.

In terms of risk management, financial knowledggamnted through the FIKA training
program only resulted in an increased uptake oficaédnsurance, notably because
medical cover was a precondition for participatimghe program to begin with. However,
there were no remarkable changes in other aspéctskananagement practices such as
saving for emergencies, insurance of assets obatale diversification of income that

could be explained by financial knowledge.

5.4  Recommendations for Improvement

Financial literacy programs should be reinforcethwnitiatives that enhance the financial
capability of recipients of financial training fahe program to have any significant
impact. With respect to the objectives of the Fligfogram, better outcomes could be
achieved through a program of mentoring learnets raaking regular follow ups on an
individual capacity. In terms of savings and inwestt, emphasis should be put on using
management principles such as Kaizen’s to improvexpenditure tracking by ensuring
that trainees record all their expenditure on dydhaasis, creating and implementing
realistic budgets, consciously seeking for valuenfioney in every purchase and adhering
to disciplined borrowing and debt management prastiRefresher courses should also be
developed to address gaps in financial managemexdtiges related to savings and
investment and risk management, specifically faaygin the practice of regular savings

and investing.
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5.5 Recommendations for Further Research

This study has provided evidence that justifiesrthed for financial institutions such as
Equity bank and other financial literacy progranvelepers to improve on their training
models by initiating financial capability as a stpe alternative to the current program.
Therefore, research should first be conducted enddnancial capability program could
be designed and implemented in a sustainable astdeffective way that returns value to

both its sponsors and beneficiaries.

5.6 Limitations of the study

Like most studies, this research had its limitadioRirstly, the study was based on a
modest sample of youth who participated in the FIKAining program. Therefore,
another research based on a larger sample woutdase the reliability of statistical
estimate. In addition, the research was limiteddape to the youth. However, the FIKA
program targeted both women and youth. Therefoemaar research targeting women

could be conducted for comparison purposes.
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APPENDIX ONE
QUESTIONNAIRE

Dear Respondent,

My name is Marion Nelima. | am a student conductamgacademic research on “The
Impact of Financial Knowledge on the Personal FaierPractices of the Youth in Kenya:
A Case Study of the Financial Knowledge for AfriPaogramme”. This is in partial
fulfilment of the requirement for the award of a $flrs Degree in Business at the
University of Nairobi. | therefore seek your kindrpicipation in this study. Your opinions
will be kept anonymous and the study findings Wweél used strictly for academic purposes
only. This questionnaire is comprised of four sheettions which will take just a few
minutes of your time. Please tick/fill in your regses on the box or blanks provided as
accurately and as completely as possible. Thankryadvance for your cooperation.
Yours faithfully,

Marion Nelima (0720 824 319)

University of Nairobi

SECTION A: GENERAL DATA

1. Are you aware of a training program called Finahi€rzowledge for Africa
Programme (FiKA) conducted by Equity Bank?
YesU Nod
2. If Yes, have you undertaken the FiKA training?
YesU No U
3. If Yes, which year was it?
Year 20134 Year 20121 Year 20111
4. Please indicate your gender?
Maled Femaled
5. In which of the following age group do you fall?
18 — 250 26 — 354 Over 354
6. How old were you when you undertook the FiKA trag?
18 — 250 26 — 3541 Over 350
7. What is your highest level of education?
Secondary d
Middle level college d
University (.
8. Did you have any prior training in Finance or Acnting before undertaking
FiKA training?
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YesU Nod

9. What is your occupation?
Self employed/Businesdd
Employed (.
Unemployed d

10. On ascale of 1 to 5, please rate the extent toalwywu consider yourself
financially knowledgeable:

(1) Very little/No financial knowledge U

(2) Little financial knowledge 4
(3) Average financial knowledge d
(4) High financial knowledge 4
(5) Very high financial knowledge 4

SECTION B: THE IMPACT OF FINANCIAL KNOWLEDGE ON MON EY
MANAGEMENT

In the following section, please tick’) inside the box which closely represents your
opinion on each statement?

Strongly
agree
Agree
Neutral
Disagree
Strongly
disagree

8. Itrack every expenditure by recording them onityda
basis

9. For every expenditure, | prepare a budget befonel ha

10.1 use a formal spending plan to manage my money

11.1 usually compare prices whenever | go shopping

12.1 always pay all my bills on time

13.1 always pay any loan or money borrowed by the edjre
time

14.1 pay all my bills on the due date, not a day befora
day after

15.1 ensure that | collect all debts owed to me prdynpt

16. 1 strictly borrow money to invest, not to spend

17.1 always prioritize my spending based on needs, not
wants

18.1 always check for the terms and conditions of lmay |
take and ensure | understand the consequences of
default.

19.Some times | take a loan to repay a loan
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SECTION C: THE IMPACT OF FINANCIAL KNOWLEDGE ON SAV INGS AND
INVESTMENT

In the following section, please tick’) inside the box which closely represents your
opinion on each statement?

O
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16.1 have a regular saving plan which 1 strictly fallg
without default

17.1 do take risks with my money without fear of
losing

18.1 understand all the risks | take with my money
before spending or investing

19.1 have clear long term goals with my money

20.1 have other investments that earn me additional
income aside from my employment income

SECTION D: RISK MANAGEMENT
In the following section, please tick’) inside the box which closely represents your
opinion on each statement?

Strongly
agree
Agree
Neutral
Disagree
Strongly
disagree

=
—

27.1 maintain an emergency savings accou

28.1 have saved three times the amount of m
monthly income for emergency purpose

<
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29.1 have at least a medical insurance for my
household

30.1 have taken an insurance policy for all
major assets

=)

y

31.1 have deliberately diversified my sources
of income

32.1f there was anything that could be done differgatiout the way the FiKA
training was conducted, what could it be?

33.Please suggest ways in which training in finanskdls and knowledge can be
improved?

THANK YOU FOR YOUR TIME AND COOPERATION
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