
Rev Econ Household
https://doi.org/10.1007/s11150-023-09667-5

Financial literacy and advice perceptions among UK
higher education students: an ethnicity tale?

Vitor Leone 1
● Piers Thompson 2

Received: 10 January 2023 / Accepted: 19 June 2023
© The Author(s) 2023

Abstract
Although considerable efforts have been made in many countries to raise the
financial literacy of those from disadvantaged backgrounds, it is unclear whether
these are having an effect. This is particularly the case for those of ethnic minority
background, who may suffer from other disadvantages. This study examines the
financial literacy of students from two universities in the East Midlands region of the
UK. It considers the role played by ethnic background. It is found that significant
differences in financial literacy remain between the White majority and particular
ethnic groups. In part, this appears to reflect their perceptions of the types of decision
they see financial literacy relating to. Some ethnic groups saw financial literacy as
being of more relevance for larger, less frequent financial decisions, but saw less
connection, and relevance, to the day to day choices they had to make. Ethnicity also
potentially has an indirect effect, as informal sources of advice, and those that
promote a financial market perspective, tend to be valued more highly. The
implications are worrying given that the respondents are the more highly educated
independent young members of the population. Current attempts to assist the
development of financial literacy therefore appear to be failing those from some
ethnic minority groups. This will leave them at a continuing disadvantage, unless
interventions can highlight the day to day importance and value of financial literacy.

Keywords Financial Literacy ● Disadvantage ● Financial Advice ● Ethnic Minorities

JEL classification G53

* Piers Thompson
piers.thompson@ntu.ac.uk

1 Hugh Aston 3.77, Leicester Castle Business School, De Montfort University, The Gateway, Leicester
LE1 9BH, UK

2 8th Floor Newton Building, Nottingham Business School, Nottingham Trent University, 50
Shakespeare Street, Nottingham NG1 4FQ, UK

12
34

56
78

90
()
;,:

http://crossmark.crossref.org/dialog/?doi=10.1007/s11150-023-09667-5&domain=pdf
http://crossmark.crossref.org/dialog/?doi=10.1007/s11150-023-09667-5&domain=pdf
http://crossmark.crossref.org/dialog/?doi=10.1007/s11150-023-09667-5&domain=pdf
http://orcid.org/0000-0002-8200-6371
http://orcid.org/0000-0002-8200-6371
http://orcid.org/0000-0002-8200-6371
http://orcid.org/0000-0002-8200-6371
http://orcid.org/0000-0002-8200-6371
http://orcid.org/0000-0003-1961-7441
http://orcid.org/0000-0003-1961-7441
http://orcid.org/0000-0003-1961-7441
http://orcid.org/0000-0003-1961-7441
http://orcid.org/0000-0003-1961-7441
mailto:piers.thompson@ntu.ac.uk


1 Introduction

In developed countries there remain significant gaps in the success of ethnic minority
households in terms of earnings, wealth (Boshara et al. 2015), and broader well-
being, compared to the majority ethnic group. For example, in terms of wider well-
being and prosperity, US evidence suggests that relative to White workers, African
American workers: (i) are less likely to own a car, (ii) experience higher unem-
ployment rates and longer unemployment periods, (iii) earn lower wages, (iv) spend
more time commuting to work, (v) travel less miles to go to their jobs, and (vi) search
for jobs in a smaller area (Stoll and Raphael 2000; Gautier and Zenou 2010). This is
partly because although discrimination on the basis of ethnic background may be
illegal, this does not deal with the existing and self-perpetuating disadvantage faced
by members of these groups (Li and Heath 2020). Many ethnic groups are con-
centrated in more disadvantaged areas and this means the access of members of these
households to education and social networks is affected (Peters et al. 2019). In
particular, one factor that may limit their ability to achieve greater career and
financial success is limited financial literacy (Salinas and Hidrowoh 2018).

Britt (2016) discusses how financial decisions may be influenced by our attitudes,
which tends to be influenced by a closely related group of cultural issues, including
family, gender, socio-economic status and importantly for this study ethnicity.
International studies have found mixed evidence that those from ethnic minorities
have lower financial literacy. This reflects the fact that deprivation, plus reduced
experience, and engagement with financial decision making, is often found to be the
cause of this lower financial literacy (Frijns et al. 2014). It is also the case that
individuals can choose to invest in improving financial literacy, but some do not for
various reasons (Mandell and Klein 2007), such as choosing to rely on partners to
make decisions (Ward and Lynch Jr 2019). However, as Lusardi et al. (2017) show,
those with greater education gain the most from investing in financial literacy. This
would help to explain why groups clustered in more deprived areas with less access
to quality education, such as those from ethnic minority backgrounds (Al-Bahrani
et al. 2019), are less likely to make the choice to invest due to limited benefits, as
well as restricted access to relevant experiences and sources of advice (Hanson and
Olson 2018). Once deprivation is controlled for, some studies have found the ethnic
effect to disappear, but for others it remains. Where it remains, fewer studies have
sought to examine why this might be the case.

This study examines whether students at two universities in the East Midlands
region of the UK, display any evidence of financial literacy gaps between ethnic
groups after controlling for other influences. Those included in the analysis are at the
point where many will be or be joining or creating new households, as they leave
home to study, or where studying while living at home, will be doing this in the near
future. They are therefore, at a critical point where any limitations on their financial
literacy could have lasting influences on their lifetime well-being. This adds to the
knowledge that is largely obtained from US studies, to see if such gaps exist in the
UK. Where the study also contributes is in seeking to establish whether different
perceptions of financial literacy, or the source of advice sought about it, can explain
any lingering differences. Insight into these will help to develop policy approaches

V. Leone, P. Thompson



that will possibly contribute to reducing the disadvantage suffered by these groups,
and their households.

Given that members of ethnic minority groups are likely to suffer from other
forms of disadvantage, that is expected to affect financial literacy, a multivariate
analysis approach is adopted. The aim is to account for both individual and family
influences to establish whether any differences remain between ethnic groups. The
remainder of the paper is structured as follows. Section 2 reviews the existing lit-
erature, which firstly considers what is meant by financial literacy. Based on this,
studies that examine the importance of financial literacy of different types for social
mobility and well-being are examined, before considering what evidence there is that
particular groups might be excluded, and why this is the case (Section 3). Section 4
outlines the survey data used to examine the impact of ethnicity on financial literacy,
and the analysis approach adopted. The results are presented in Section 5 and Section
6 draws conclusions and implications for policy.

2 The role of financial literacy and differences in its distribution

There are a number of different definitions of financial literacy (Remund 2010), but it
is accepted that it is important for individuals and their life chances (Drever and Else-
Quest 2021). This means that in order to understand how to help disadvantaged
groups to achieve greater social advancement and integration, it is crucial to consider
the different forms that financial literacy may take, and what decisions it may affect.
In order to gain this insight, this review of the literature will firstly consider the
various definitions of financial literacy used in different studies and then how these
affect life and career choices. The final parts of the review will consider those studies,
that have suggested why particular groups may suffer from perpetually lower levels
of financial literacy, and what evidence there is for these differences. Hypotheses
with regard to the financial literacy of those from ethnic minority groups, will be
developed from this literature in Section 3.

2.1 Defining financial literacy

Remund (2010 276) suggests that while financial literacy is accepted as relating to
‘…the knowledge, skills, confidence and motivation necessary to effectively manage
money.’, there are an expanding number of definitions which confuse its study. He
calls for a clearer and broader definition, which may help to consolidate the field, but
it is also true that different aspects of this overall concept of financial literacy may
raise particular issues for some activities, or groups in the population (de Bruin et al.
2010). For example, it is assumed to relate to both short and long run financial
management (Remund 2010). This means it can relate to day to day financial
management skills, that should have some relevance for all at all points in indivi-
duals’ lives (Hilgert et al. 2003). However, it will also relate to those decisions
relating to retirement, that may come down to a relatively small number of big
decisions at key points in their lives (Lusardi and Mitchell 2007; 2011). It will then
be essential that appropriate methods of measuring these different forms of financial
literacy are used (Huston 2010).
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One difficulty with utilising previous studies of financial literacy is that many do
not provide a definition of financial literacy. This means that often they are
attempting to measure the wrong thing, or only capture part of what they intend.
Frequently studies interchangeably use the terms financial literacy and financial
knowledge, whilst the latter is just one component of the former (Huston 2010).

Definitions which have been suggested include:

1. The ability to make informed judgments and to take effective decisions
regarding the use and management of money (Noctor et al. 1992; Beal and
Delpachitra 2003).

2. The ability to read, analyse, manage, and communicate about the personal
financial conditions that affect material well-being. It includes the ability to
discern financial choices, discuss money and financial issues without (or
despite) discomfort, plan for the future and respond competently to life events
that affect everyday financial decisions, including events in the general
economy (Vitt et al. 2000; Cude et al. 2006).

3. A person’s ability to understand and make use of financial concepts and
personal finance-related information (Servon and Kaestner 2008; Huston
2010).

4. The ability to use knowledge and skills to manage financial resources
effectively for lifetime financial security (Jump$tart 2017).

When operationalizing financial literacy, there is often a broken link between
theoretical work that indicates that it should relate to the skills and abilities involved
in making decisions to manage your own financial affairs (Alba and Hutchinson
1987; Remund 2010), and the actual measures which capture a knowledge of
financial concepts such as compound interest rates (Fernandes et al. 2014). Xiao et al.
(2014) also highlight the potential differences that may be present when comparing
objective and subjective measures of financial knowledge, where subjective
knowledge may also capture the self-confidence.

In this study we draw on a range of items to measure financial literacy. In com-
bination these can provide a measure capturing both an ability to manage financial
decisions, but also a knowledge of financial concepts. In addition, unlike many
studies, we do not wish to just define financial literacy, and see how well different
ethnic groups compare to this imposed measure. Instead, as discussed below, we are
interested in establishing whether different ethnic groups define financial literacy in
different ways, and whether the sources of advice and support they seek out and
value impacts on this perspective.

2.2 The impact of financial literacy on social and economic advancement and
well-being

Studies, such as Lusardi and Mitchell (2007) and Lynch et al. (2010), show that
financial planning has a big effect on net wealth through better credit ratings, and
savings as individuals approach retirement. Those with lower financial literacy are
less likely to use tools to plan for retirement and access expert advice, but instead rely
on informal sources, such as friends and family, having potentially profound affects
for themselves and their households (Lusardi and Mitchell 2011).
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Lusardi et al. (2010) found that young people struggled to correctly answer
questions relating to inflation and risk diversification. Decisions based around pen-
sions, and other savings and investments, are therefore likely to be less informed or
potentially put off due to a lack of certainty. Boisclair et al. (2017) draw on inter-
nationally comparable survey evidence on financial literacy and retirement planning
in Canada, and find that 42% of respondents are able to correctly answer three simple
questions measuring knowledge of interest compounding, inflation, and risk diver-
sification. Where this knowledge is lacking and risk tolerance is low, preparation for
retirement is likely to be reduced and delayed, limiting the time available to accu-
mulate sufficient wealth (Lusardi et al. 2010; Boisclair et al. 2017; Chatterjee et al.
2017).

Looking at the reasons behind difficulties in making optimal decisions, Howlett
et al. (2008) find evidence that consumers who express higher levels of future
orientation are more likely to participate in a retirement plan. Importantly for the
current research, de Bruin et al. (2010) note that those from more disadvantaged
backgrounds, focus primarily on paying future expenses, rather than investing for the
longer run, and those with lower financial literacy struggle to estimate inflation and
plan correctly for the future.

US evidence suggests that one of the mechanisms that limits the accumulation of
wealth is a poor debt literacy (Lusardi and Tufano 2015). It is estimated that around
only a third of the population understand compound interest, and this translates into
the use of more expensive debt and overindebtedness as a consequence of this. A
poor understanding of risk diversification may also mean that individuals avoid
making investments that they don’t understand, and worry about losses, leading to
underexposure to the stock market for example (Haliassos and Bertaut 1995; Lusardi
and Mitchell 2011). Broader consequences of lower financial literacy can include
mental health effects, where avoiding anxiety about life in old age is reliant on social
security, rather than it being possible to alleviate this anxiety through asset accu-
mulation (Kadoya et al. 2018).

Understandably in a variety of contexts, the consequence has been found to be
lower asset and wealth accumulation over time (Koomson et al. 2022). In the US at
least, these outcomes seem to be unevenly spread across the population. Boshara
et al. (2015) find that those of Black ethnic background display what they term lower
‘financial health’, with less liquid assets, outstanding credit card balances, and lower
debt-to-income ratios due to working largely on a cash basis. Interestingly, mem-
bership of an ethnic minority group alone does not result in poorer outcomes. Those
of East and South East Asian background are found to achieve better financial health.
However, for a Canadian sample, those from minority backgrounds, along with the
young and the old, women, and less highly educated, display lower abilities and
knowledge relating to interest compounding, inflation, and risk diversification
(Boisclair et al. 2017). A Ghanian sample indicated that financial literacy training
boosted asset accumulation in both male and female headed households, but the
effect was less strong for female headed households (Koomson et al. 2022).

These struggles to value investments are not just limited to the financial markets,
but there is also evidence in the US that students from Black backgrounds do not
appreciate the monetary returns of education to the same extent as their White
counterparts, potentially having even greater long-term consequences for the
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households they will go on to form (Mandell 2008). While the US high school
graduation rate has risen steadily over the last decade, school-leaving or “dropout”
remains a predominant issue in urban communities where low-income and racially/
ethnically minoritized people are concentrated. This has left many young adults with
limited options, but to take insecure and low paid ‘self-employment’, associated with
zero hours contracts (MacDonald and Giazitzoglu 2019). Poor early experiences in
the labour market puts young adults at risk for long-term hardship, such as chronic
joblessness, persistent poverty, poor health and well-being, and jail (Kahn 2010;
Daly and Delaney 2013).

2.3 Mechanisms that lower financial literacy for disadvantaged groups

One source of financial literacy is through experience of undertaking financial
activities. Consistent with this, Frijns et al. (2014) examine the impact of financial
experience on financial literacy for New Zealand students, and find a positive and
causal effect of financial experience on financial literacy. This can result in those
living in particular areas, or members of particular groups, having lower financial
literacy. For example, as old fashioned gendered roles in the household tend to
reduce the involvement of women in financial decision making, this results in lower
financial literacy for women (Fonseca et al. 2012). Consistent with this, Chen and
Volpe (2002) find lower financial literacy for female students is associated with a
lower interest in acquiring these skills. A result that may in part also be driven by
parents’ influence on their children’s financial knowledge, which was found to vary
depending on the gender of the children (Chambers et al. 2019). Ward and Lynch
(2019) show that as well as lowering financial literacy skills, reliance on others to
make decisions also reduces the ability to search for relevant information. This could
lead to other groups experiencing a similar self-fulfilling prophesy, whereby lower
expectations of having make such decisions, based on background and parental
experience, lead to less interest in acquiring the relevant skills, and thereby limiting
their own potential to engage in such decision making (Bottazzi and Lusardi 2021).

Generally, it is those from more disadvantaged backgrounds such as those: with
lower education, from ethnic minority groups; and with lower household incomes,
who are less likely to have banking facilities (Hogarth et al. 2004). This means the
wealthy would be expected to possess higher levels of financial literacy than those
from more disadvantaged backgrounds (Monticone 2010; Stolper and Walter 2017;
Lusardi et al. 2017). In the US this could lead to an uneven distribution of financial
literacy across ethnic groups as, for example, many Hispanics do not hold even basic
assets, such as checking accounts (Hogarth et al. 2004).

2.4 Empirical evidence for differences in financial literacy by ethnic minority
groups

In general, it has been found that those coming from lower socio-economic groups
display lower levels of financial literacy (Mandell 2008; Boisclair et al. 2017).
Monticone (2010), using data from Italy, finds evidence that greater household
wealth does boost financial literacy, but the effect size is small. The question is
whether those from ethnic minority backgrounds are at an even greater disadvantage,
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or whether studies that find they display lower financial literacy are just capturing this
background effect.

Previously US studies have found that those from ethnic minority backgrounds
displayed lower levels of financial literacy (Lusardi and Mitchell 2007; 2011; Lusardi
and Tufano 2015; Al-Bahrani et al. 2019). This result also applies when considering
particular groups by education and age, such as high school students (Mandell 2008).
Lusardi et al. (2010) find that those of Black and Hispanic background display a
lower knowledge of interest rates, inflation, and risk diversification. However, much
of these differences disappear and become insignificant when controlling for other
background variables, suggesting that deprivation rather than ethnicity is what is key.

A worrying result found by Al-Bahrani et al. (2019) is that not only are those from
ethnic minorities likely to have lower financial literacy, but that education to increase
financial literacy has a greater positive effect for Whites, and therefore results in a
further widening of the gap. This poor performance of financial literacy education for
those groups most in need of it, may reflect high levels of attrition in more deprived
areas (Reich and Berman 2015). An alternative argument is that many work on a
need to know basis, reducing the extent that skills are absorbed, and perhaps
importantly practiced (Ward and Lynch 2019).

This means that ethnic minority members, who are already more likely to have
lower levels of income and wealth, experience a widening of this gap over their
lifetimes due to a deficiency in financial literacy (van Rooij et al. 2012; Lusardi and
Mitchell 2011). As noted above, there are conflicts over the source of this dis-
advantage. Lusardi et al. (2010) suggested that differences in financial literacy can be
attributed to deprivation, rather than ethnicity, implying that deprivation lowers
financial literacy, and then the welfare of these groups. However, Hamilton and
Darity (2017) suggest that poorer financial choices can be attributed to structural
factors and discrimination that ethnic minorities are faced with rather than lower
financial literacy, thereby signalling more direct deprivation and ethnicity impacts
exist. This may imply that financial literacy does not play a mediating role in this
relationship.

3 Hypotheses developed

Although the literature reviewed above provides some insights into the impact of
ethnicity on financial literacy, a number of gaps are present. In particular a vast
majority of the studies are located in the US, and given the role played by context and
structure factors (Lusardi et al. 2010; Hamilton and Darity 2017), it is unclear
whether these will be applicable to the UK. In addition, results were not identical for
all ethnic groups, with the East Asian group tending to ‘thrive’, but Blacks and
Hispanics ‘struggle’ (Chen and Volpe 1998; Boshara et al. 2015). A similar finding
would therefore not be unexpected for the UK where studies have previously found
differences in business engagement, and educational success, for different ethnic
minority groups (Thompson et al. 2010). These patterns may be self-perpetuating due
to household effects, where low parental involvement in financial decision making
reduces expectations of undertaking such decisions in the future, and lowers interest
in acquiring such skills. This might, for example, lower financial literacy of those of
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Black ethnic background in particular in the UK, as this group traditionally have
lower levels of business ownership and entrepreneurship, but those who do may have
higher quality businesses (Daniel et al. 2019).

Further, the literature above clearly demonstrates that members of ethnic mino-
rities will tend to have lower financial literacy due to the greater likelihood of being
from deprived backgrounds (Lusardi et al. 2010). However, it is unclear to what
extent this would apply to a group of relatively young well-educated members of the
population, whose experience would be through others rather than their own.

From the literature it is suggested that much of the ethnic effect on financial
literacy will be due to the deprivation (Ofosu-Mensah Ababio et al. 2021), and the
experience they gain from their parents (Hanson and Olson 20181), rather than
directly due to their own ethnic background. This means that the hypothesised
relationship between ethnic minority membership and financial literacy will alter
depending on the controls included. To reflect this a set of hypotheses are generated.

It would be understandable if those from disadvantaged backgrounds had less
opportunity to learn from observation. As ethnic minorities are disproportionately
found in these groups, when not controlling for other context factors, the first
hypothesis can be developed.

H1a: Students of ethnic minority backgrounds will possess lower financial
literacy than White British Students.

Given that deprivation is perceived to be the leading cause of this, it would be
expected that any difference might become insignificant, after controlling for
household income.

H1b: No significant difference in financial literacy will be found between
Ethnic Minority Students and White British Students after controlling for
household income.

As Chen and Volpe (2002) note, the student population is not typical of the
population as a whole in terms of financial literacy. Young people of ethnic minority
background are underrepresented in higher education (Carter 2006). This means it is
possible that this effect may be even more pronounced, as a self-selecting group of
individuals with more highly educated parents from these groups may enter higher
education. This would lead to a positive effect from ethnic minority membership
before accounting for parental education.

H2a: Ethnic Minority Students will display significantly higher financial
literacy than White British Students.

Once parental education is controlled for this self-selecting mechanism should
disappear.

1 This study hypothesises that family communication patterns will be connected to financial knowledge,
specifically that college students from a conversation-oriented family will do better on a quiz of financial
knowledge than those from a conformity-oriented family. Findings suggest that conversations within the
family regarding financial matters give important knowledge regarding financial matters and may be a
factor to consider in designing any financial literacy program.
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H2b: Ethnic Minority Students will not display significantly higher financial
literacy than White British Students.

The effect of deprivation, and lack of opportunity to observe financial behaviours,
may be particularly profound for those from these backgrounds, whose role models
might be less involved in the household financial decision making (Fonseca et al.
2012). This implies that ethnic minority female students may experience particularly
low financial literacy.

H3: Females from ethnic minorities will experience a greater negative effect on
their financial literacy.

Because of the reduced involvement in financial decision making, it would be
expected that financial literacy would be seen as less important for decision making
for ethnic minorities on average. However, as with financial literacy itself, this effect
might be driven to a large degree by the over-representation of ethnic minority
members in more disadvantaged groups, and once parental income is controlled for
this effect will disappear.

H4: Ethnic minorities will perceive financial literacy to be less important in
financial decision making than students of White British background.

Given a reduced role in financial decision making for women from ethnic minority
groups, they will see a limited importance in financial literacy. Effectively they may
pass responsibility on to future partners as they form new households (Ward and
Lynch 2019).

H5: Females from ethnic minorities will experience a greater negative effect on
the perceived importance of financial literacy on their financial decision
making.

US evidence suggests that members of ethnic minority groups tend to make use of
less formal advice and support (Lusardi and Mitchell 2011). In part this may reflect
reduced availability of alternative sources of advice. Collins and L’Esperance (2022)
highlight the role that a bank on campus plays in raising perceptions, but where
individuals come from more disadvantaged backgrounds, they are less likely to have
access to these more formal sources of advice previously. This would be expected to
result in greater importance being placed on family and friends as sources of advice
for these groups, and less on the use of professional advisors.

H6a: Students from ethnic minority backgrounds will place more importance
on advice and support from friends and family than those from the White
British ethnic group.

H6b: Students from ethnic minority backgrounds will place less importance on
advice and support from formal training programmes and professional advisors
than those from the White British ethnic group.

To test the hypotheses set out above there is a need to control for other influences,
such as, deprivation and family background. The data and analysis approach adopted
is described in the next section.
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4 Data and methods

The sample examined here is drawn from those taking business and management
related subjects in two business schools of East Midlands universities in the UK.
According to Grimes et al. (2010) these students, who are likely to have studied
similar subjects in their upper secondary school qualifications, will tend to be better
versed in dealings with the financial world. The universities are Post-1992 institu-
tions that tend to serve a larger proportion of local students, than older longer
established universities in the UK. The institutions are located in Nottingham and
Leicester, two mid-sized cities with larger ethnic minority populations compared to
the English average (Fig. 1). For Nottingham, this reflects a multicultural urban
population, while in Leicester the Indian ethnic minority group make up 28.3% of the
population, to be the clear second largest group. As such they are likely to provide a
good insight into the experience of relatively well educated young ethnic minority
individuals within the UK.

4.1 Sample

A majority of the students were in their first year of studies, and were taking a variety
of different courses within the business schools covering accounting, business,
management, marketing, human resource management and economics, as well as
joint honours courses. The survey was administered in the first semester of the first
year of their studies in each of the years 2017–2019 (students repeating the module
also completed the survey if attending the classes)2. Students were surveyed within a
break of one of their core classes. The participation in the survey was entirely
voluntary, so there may be some potential for bias entering the sample.

To try to encourage as wide as engagement as possible, all participating in the
survey were entered into a prize draw if they wished. A number of prizes were
allocated randomly, regardless of how the students responded in the survey, to
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Fig. 1 Ethnic breakdown of populations of Leicester and Nottingham. Office of National Statistics (ONS),
England and Wales 2011 Census

2 The survey was not repeated in 2020 due to the global Pandemic affecting how it might be administered
and the experiences of students differing in this period.
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encourage all to engage regardless of understanding. They were informed that
their data would remain anonymous to avoid any fears of embarrassment. A
second prize was allocated for those obtaining the highest marks in the financial
literacy questions (see details of survey below). If one student obtained higher
marks than the others, they automatically were awarded the prize, but if more than
one student achieved the highest score in that wave it was allocated randomly to
one of those students.

In total, over three waves, and across the two universities, a total of 871 usable
responses were obtained. We focus on those students who indicated that their home
address prior to starting university was in the UK (N= 768). This is to avoid con-
flating ethnicity with an international student background, as this may affect the
understanding of the UK financial system, and awareness of different local sources of
advice, rather than broader financial literacy per se.

4.2 Survey design and financial literacy measures

The survey contained a number of sections, designed to capture different insights
with regards to financial literacy of students in UK higher education. The content of
these sections, and their value for the current research in terms of generating mea-
sures of interest, is outlined below.

As already mentioned in this article, it has not been fully understood why parti-
cular groups have lower financial literacy, and one potential suggestion is that they
do not perceive financial literacy to be as important in their future lives (Chen and
Volpe 2002; Fonseca et al. 2012). This might be a consequence of students of
different ethnic backgrounds having different perceptions of what financial literacy
is. The first section, therefore, asked students to rate their agreement with a number
of statements about what financial literacy consisted of. These were all definitions
that had been taken from the literature. The students were asked to rate the impor-
tance, from 1 (not important) to 5 (extremely important), of the following items in
constituting their financial literacy:

● The ability to read about and analyse personal financial conditions that affect
your material well-being.

● The ability to communicate about personal financial conditions that affect your
material well-being.

● Ability to discern financial choices, discuss money and financial issues without
discomfort.

● Ability to plan for the future and respond competently to events in your life that
affect everyday financial decisions.

● Ability to plan for the future and respond competently to events in the general
economy that affect everyday financial decisions.

Although our focus is on the different perceptions of what constituted financial
literacy, we also considered, as a check, whether there was evidence of differences in
the overall importance of financial literacy for some students. To account for this, we
both used a raw average of the importance of the five items, but also used principal
component analysis (PCA) to establish whether students tended to group particular
conceptions of items together. The first component extracted from the PCA suggests
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40 percent of the variance is consistent with respondents rating all of the items highly
or lowly (Table 9 in the appendix). The second component with an eigenvalue of 1 or
greater, however, also suggests a minority who tend to focus more on everyday
events and the economy more broadly (last two items), and less on financial analysis
(first two items). Both the simple average and the two components extracted were
analysed.

The second set of questions examined who the respondents would draw upon for
advice in terms of their financial decision making as those from ethnic minority
backgrounds are more likely to seek advice from relatives and informal sources
rather than professionals (Lusardi and Mitchell 2011). This may perpetuate a less
interested attitude to financial literacy, reduce the ability of those seeking this advice,
and in some cases results in financial literacy skills effectively being outsourced by
young people to others in their household (Ward and Lynch 2019), in most like-
lihood their parents. The sources considered were: Parents and Close Relatives;
Other Relatives and Friends; Citizen’s Advice Bureau; University Support Services;
University Degree Course; Internet and Social Media; Library and Books in general;
Short Courses in Financial Literacy; Bank Manager (or other financial professionals).
As many students would not have sought advice, they were instead asked to rate their
importance from 1 (not important) to 5 (extremely important) as sources of advice
and support for financial decision making.

The third section includes a set of questions that are designed to capture different
aspects of financial literacy, as covered in the Defining Financial Literacy sub-
Section 2.1. These have been drawn from a number of previous studies, but have
been adapted to reflect the types of decision taken by students. In all 15 items are
included covering dealing with inflation and interest rates, risk and return and
practical issues relating to credit ratings and money management.

The third section therefore provides a measure of financial literacy, which can
be compared to the previous studies, largely undertaken in the US, to determine if
differences can be found across ethnic minority groups when considering those
that self-select into higher education. The first section gives insight into the
understanding and perceived role of financial literacy. If particular groups perceive
financial literacy to be less important for particular types of decisions in life, then
this can help to explain any differences found in financial literacy ability. The
second section of the survey generates data on who is envisaged to be important
for support and advice with financial literacy. Again, any differences in these
patterns can highlight both why levels of financial literacy vary (if such differ-
ences are found), and also why perceptions of its role can differ. Table 1 provides
descriptive statistics for these dependent variables and the independent and control
variables discussed below.

4.3 Ethnicity

For familiarity, the ethnic background measure included in the survey is based on
that used in the National Census and other official data collection. In order to produce
subsamples of sufficient size to examine statistically, it is necessary to consolidate
some of these groups. This is not perfect as studies looking at economic activities,
such as entrepreneurship, have found there to be distinctions between different ethnic
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Table 1 Descriptive statistics and proportions

Mean SD Min Max

Financial Literacy Scores 6.8 1.9 1 12

Perceptions of Financial Literacy

Analyse Financial Conditions 4.2 0.8 1 5

Communicate Financial
Conditions

3.8 0.9 1 5

Discern Financial Choices 3.9 0.9 1 5

Respond to Everyday Events 4.4 0.8 1 5

Respond to General Economy 4.1 0.8 1 5

Sources of Advice

Parents 4.2 0.9 1 5

Other Relatives 2.9 1.0 1 5

Citizen’s Advice Bureau 2.9 1.2 1 5

University Support Services 3.3 1.1 1 5

University Degree Courses 3.4 1.1 1 5

Internet and Social Media 2.7 1.1 1 5

Library and Books 2.9 1.1 1 5

Short Courses 3.2 1.1 1 5

Bank Manager 3.9 1.1 1 5

Percentage

Ethnicity

White British 67.8

White Other 4.6

Mixed White 4.8

South Asian 9.8

Black 8.2

Other Ethnic Background 4.8

Male 65.2

First Year of Study 88.7

NTU Student 86.3

Location

North 12.1

East Midlands 29.4

West Midlands 12.9

East and South East of England 20.7

South West and Celtic Nations 7.9

London 16.9

Workstatus of Main Breadwinner

Unemployed or Economically
Inactive

5.9

Employed Part-Time 7.4

Employed Full-Time 86.7

Financial literacy and advice perceptions among UK higher education students: an. . .



groups, for example those of Black African and Black Caribbean background
(Kwong et al. 2009), and South Asian groups, such as Indians and Pakistanis
(Thompson et al. 2010). However, limited responses necessitate this consolidation,
but these categories still provide greater insight than studies that include a single
‘non-White’ dummy. The final groups used in the analysis were: White British;
White Other; Mixed White; South Asian; Black; Other Ethnic Background. The
‘White Other’ category might be of particular importance as the UK has seen a large
number of migrants from Eastern Europe, often with different priorities and
employment patterns (Demireva 2011), which might affect their children’s knowl-
edge of financial decision making. Although previous literature noted above suggests
that there may be differences between the various ethnic minority groups, the rela-
tively small subsamples, even with the aggregation noted above, make it worth
checking the results. Therefore, as an alternative we rerun the results using a dummy
to reflect being from any minority background relative to being from the White
British majority ethnic group. These results are presented in the appendix (Tables 13,
17, 20 and 23).

4.4 Analysis approach

The nature of the dependent variables previously discussed means that standard
ordinary least squares regressions are inappropriate. For the measure of financial
literacy itself, this is a count based measure and therefore is best captured by a
Poisson regression (Wooldridge 2018). The measures of what constitutes the role of
financial literacy and the sources of advice and support perceived to be of impor-
tance, are both ordinal measures. This makes an ordered logit most appropriate for
estimating these.

Table 1 continued

Mean SD Min Max

Parental Education

No Formal Education 5.9

GCSE or O-Level Equivalent 22.1

A-levels or Equivalent 27.9

Bachelor’s Degree 29.7

Postgraduate Qualifications 14.5

Household Income Less than
£35,000

28.0

Any Debt Before Coming to
University

5.2

Any Investments 60.3

Had a Credit Card Before Coming
to University

20.3

No Employment Experience 9.5

N= 768

V. Leone, P. Thompson



As there is potential for gender to interact with ethnic background, there is a
need to take this into account. One possible approach would be to include inter-
action terms in specifications. The difficulty is that the six ethnic categories would
require five interaction terms with gender, with this likely to cause issues of
collinearity, and difficulties in interpretation. Therefore, these are just included as
a robustness check within the appendix (Tables 11, 15, 19 and 21). An alternative,
and the one adopted here, is to use the subsamples of male and female respon-
dents. This has the added benefit of allowing family and other influences to vary
for the genders.

To allow easier comparison of the impact of ethnicity on financial literacy,
perceptions of financial literacy and sources of advice used, where appropriate, we
also report the incident rate ratios (Poisson regressions) and odds ratios (ordered
logit regressions). This allows the impact of belonging to an ethnic minority group
rather than the White British group to be determined, for example, an incident rate
ratio of 2 for a particular group would imply that, holding other things equal,
belonging to this group would be associated with a doubling of financial literacy
scores. In the case of odds ratios, a value of 2 would reflect the ethnic minority
group being twice as likely to give a higher rating of the perception that financial
literacy takes a particular form, or an advice source being valued. These results are
presented in the appendix for all relevant tables of results (see Tables 6, 7, 8, 12,
14, 16, 18, 22 and 24).

4.5 Control variables

The theoretical literature, including its empirical evidence, covered in previous sub-
sections, indicate that much of the difference in financial literacy between ethnic
groups, is likely to be explained by other factors that are linked to ethnic minority
membership. Controls for these demographic characteristics, contextual factors
relating to family and household, and personal financial experience influences, are
therefore needed to establish whether there truly is an ethnic minority effect.

Studies in the US and internationally have also found that on average women
display lower levels of financial literacy (Lusardi and Mitchell 2011). To account for
this, we include a dummy to reflect the gender the respondent identified as. However,
there is potential for an interaction to exist between gender and ethnic minority
background given potential for religious, social, and cultural differences relating to
the role of women in different groups (Hasler and Lusardi 2017). As noted above,
this is considered by re-running the regressions using the male and female sub-
samples separately. It is possible that the influence of family on financial literacy is
also likely to differ between the genders, so this flexibility is also of relevance for the
variables discussed below (Chambers et al. 2019).

We include a dummy to differentiate between those students in their first year of
study and others, as time living more independently in their own households, rather
than that of their parents, would be expected to yield greater first-hand experience of
decision making of all kinds, particularly financial decision making (Holdsworth
2009). We control for geographical mobility by including dummies for home
regions, to capture those more likely to have moved away from home. Holdsworth
(2009) does note that some choosing to attend university locally may display greater
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independence. This is in part due to family financial constraints meaning they are
more likely to take part time jobs, but as this is controlled for (see below), it should
have less impact, and those with more geographical mobility are expected to display
greater independence.

As noted in previous studies the parental background of young people is found to
be associated with their financial literacy (Mandell 2008). To reflect less affluent
households, we include a dummy for those coming from households with an income
of less than £35,000, which approximates to a household of two adults both earning
in the bottom quarter of the UK earnings distribution (ONS 2020).

Although we had finer grained data on household income, we used the simple
binary measure discussed above, to allow more detail about the work status of the
main breadwinner in the family. This reflects the fact that the source of income may
be more important for experience in financial decision making, rather than the level
of income (Hasler et al. 2018). The different work status categories included were:
full-time employed; part-time employed; and unemployed or economically inactive.
Ideally, we would have split the last category, as although both temporary and
repeated parental worklessness are negatively associated with children’s develop-
ment in terms of reading and mathematics, it is repeated worklessness which has the
stronger effect (Parsons et al. 2014). However, the high employment in the UK at the
time of the survey, meant that relatively few respondents indicated the main
breadwinner was out of work.

Similarly, as well as their own education, their parent’s educational background is
positively associated with financial literacy (Lusardi et al. 2010; Lusardi and Mitchell
2011). Respondents indicated which of five levels of qualification corresponded to
the highest level achieved by either parent: no formal qualifications; GCSE/O-level
equivalent; A level or equivalent; Bachelor’s degree; or Postgraduate qualifications.

Lastly, we controlled for the direct experience of students in making financial
decisions, including dummies for having: any debt before university; any invest-
ments; having a credit card before coming to university; and no prior employment
experience. In the case of those items relating to debt, it is unclear whether these will
indicate an experience of dealing with these issues, or a consequence of not being
able to make sound financial decisions (Artavanis and Karra 2020). For investments
and employment, both are expected to positively affect an understanding of financial
decision making (Chen and Volpe 1998), what it constitutes, and perceptions of their
own ability (LaBorde et al. 2013), which may affect whether to access advice, and
who might provide it (Fan 2021).

For the financial literacy score, a set of regressions were also run where the
sources of advice were included. This is to see if these linked to financial literacy
before exploring how these differ between different ethnic groups. Given the simi-
larities between some groups we ran a PCA to combine these overlapping sources of
advice, which generated three groups: value advice from professional sources; value
advice from digital, library and university sources; and value advice from friends and
relatives (see Table 10 in the appendix). Effectively these range from the most formal
and professional sources to the least formal.
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5 Results

Table 2 presents the results of the Poisson regressions of the financial literacy
scores for all students. The regressions do not explain a large amount of the
variance, which is in part to be expected given that the characteristics captured will
never be able to account for all the individual experiences, and natural ability of
students. However, the LR-tests and Goodness of Fit tests indicate that the
regression coefficients are collectively significant, and do not deviate from a good
fit to the data.

In the first column (all respondents), it is striking that the results suggest that most
ethnic minority groups perform significantly less well than their White British
counterparts in terms of their financial literacy scores. The only group where this
difference is not statistically significant is the Mixed White group. This finding that
ethnic minority groups continue to have lower financial literacy is consistent with
studies, such as Al-Bahrani et al. (2019), and therefore supports hypothesis 1a.
Column 2 indicates that the results depart from those studies that find this rela-
tionship disappears when controlling for income of parents, indicating a lack of
support for hypothesis 1b, and other factors associated with deprivation (Ofosu-
Mansay Ababio et al. 2021).

Hypothesis 2a provided an alternative scenario based on the self-selecting
sample of students being atypical, where ethnic minority students may display
higher levels of financial literacy. This was clearly not supported given the
negative coefficient found. Inclusion of parental education also did not affect the
results, so self-selection does not appear to be a factor, so hypothesis 2b is also
unsupported. Table 13 in the appendix confirms that replacing the individual
ethnic groups with a single dummy, reflecting any minority group membership,
does not alter the results.

The group that appears to struggle most compared to the White British Group are
the ‘Other Ethnic Background’ group that contains those of non-southern Asian
background, for example, East Asian and Arab. Given the engagement of those of
Chinese background in small business ownership (Battilani and Fauri 2020), this is
perhaps a surprise. However, these ethnic groups have been found to face additional
barriers to accessing finance, which increases their reliance on informal sources of
financing (Zhang 2015).

Other significant influences on financial literacy scores were year of study, where
those in their first year do less well. This reflects a limited opportunity to learn from
their own experiences in their new households (Holdsworth 2009). Reflecting the
importance of their own experiences, those with investments prior to coming to
university are significantly more likely to score more highly. Debt and credit card
ownership has no significant effect. As noted above this may reflect two counter-
acting effects where experience is gained from such financial interactions, but it may
also be due to errors from lower financial literacy in the first place (Artavanis and
Karra 2020). Gender is also a significant influence, with male students scoring sig-
nificantly better than their female counterparts.

As expected parental education has a positive effect (Lusardi and Mitchell
2011), but this is found to only apply to the male participants. However, there is
some evidence (at the 10% significance level), that relying on/valuing advice

Financial literacy and advice perceptions among UK higher education students: an. . .
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from close family members, is a negative influence on financial literacy. This
shows that parents have an important role in determining the financial literacy of
their children, but while they may learn good habits from their parents, there is
also the likelihood of learning their bad habits as well, so that experiences in the
households of their formative years may have a lasting effect on their new
households.

Dividing the sample by gender reduces the significance of results found, due to the
reduced number of observations being considered. Although, the coefficients for the
male sample are largely similar to those for the full sample, only the Black and South
Asian ethnic groups retain statistical significance, and then only at the 10% level.
Most coefficients are similar in size for the male and female samples, but the smaller
female subsample means significance is further reduced. This means in general there
is no support for hypothesis 3, with female students from an ethnic background no
more strongly affected than their male counterparts. The main exception is the Other
Ethnic group, where the coefficient in the male sample is half the absolute size of the
full sample. Instead, the significant result found previously appears to be driven by
the female members of this group. This is confirmed by the results in Table 11 in the
appendix, where the interaction term reflecting being male and coming from the
Other Ethnic group is positive and significant at the 10% level. It is unfortunate that
the aggregated ethnic groups have to be used. Understanding exactly which com-
munities are affected most strongly, would be important when providing support to
this group of young women, who lack the financial literacy skills that will help to
pursue independent lives and careers. What this does show, is that assumptions of
which students will have lower financial literacy, cannot be explained by blanket
ethnic or gender effects. Table 13 in the appendix confirms this, where all interac-
tions between gender and the combined minority background variable are insignif-
icant. These differences are potentially driven by cultural differences between the
ethnic groups, that affect the gender roles typically promoted (Fraser-Mackenzie
et al. 2014).

Given the results presented above that show that after controlling for an
extensive list of individual experiences and familial background, those students
from ethnic minority backgrounds have lower financial literacy skills, we now
move on to considering two potential explanations for this. Firstly, we consider if
what financial literacy relates to differs between ethnic groups (Table 3). Differ-
ences in perceptions might explain why particular groups place less emphasis on
these skills. The LR-tests for the ordered logits are all able to reject the null of
constant probability.

The ‘Other Ethnic’ group, that had scored relatively poorly in terms of financial
literacy ability, are the one group that shows a significant relationship with one of the
perceptions of what financial literacy consists of. This group is less likely than the
White British majority, to feel that financial literacy relates responding to planning
for and responding to everyday events. The implication is that this group may not
appreciate the true value of financial literacy in avoiding costly mistakes and
managing transactions. Although, not shown here for preservation of space, when not
controlling for how sources of advice are valued (see below), the Black ethnic group
showed a greater perception of financial literacy being able to discern financial
choices without discomfort. Although, not problematic in itself, it does perhaps
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suggest that compared to the White British majority, some ethnic groups see financial
literacy as relating to larger one off decisions, not avoiding financial difficulties in the
first place. Table 19 in the appendix confirms that no significant differences are
present in the overall rating of perceived importance of financial literacy when taking
a simple average of the scores or the first component of the PCA, but the ‘Other
Ethnic’ group does favour a view of financial literacy being more about financial
decision making. When considering those belonging to all minority groups in
combination relative to the White British majority, no significant differences are
found for individual perceptions of financial literacy (Table 17 in the appendix), or
the importance of financial literacy from the combined measures (Table 20 in the
appendix). This means that hypothesis 4 is not supported for all ethnic minority
groups, and where there is support, it only relates to one perception of financial
literacy. The nuance of this result could be important given the consequences it could
have with regard to attempting to improve financial literacy of these groups and their
households.

For preservation of space, we do not include the results when splitting by gender,
but note that the male sample produces the same negative relationship for the Other
Ethnic group with perceiving financial literacy to relate to planning and responding
to day to day events. Although this disappears for the female Other Ethnic group, a
positive relationship with ability to discern financial choices is found at the 10%
level. Interestingly those from the Other White female group are more aware of its
role in day to day decisions. This is also confirmed by a significant negative inter-
action between being male and belonging to the Other White ethnic group, as shown
in Table 15 in the appendix. The opposite is true for the Black ethnic group, where
male students from this group, are more likely to see financial literacy being
important for responding to everyday events, than their female counterparts. This
positive interaction between being Male and from a Black ethnic background is also
weakly supported for the combined measure, that reflects greater emphasis on the
everyday and less on financial decision making (Table 19 in the appendix). This
means there is no support for hypothesis 5 (see also the lack of significant coeffi-
cients on the combined minority background variable in Tables 17 and 20 within the
appendix), but again a much more complicated picture is evident with differences
across groups, and greater emphasis placed on different perceptions of financial
literacy.

The results indicate that one of the most important factors in determining what
financial literacy is perceived to be, is the advice valued. Generally, the more advice
is valued, the more likely the different roles of financial literacy will be acknowl-
edged. The greatest number of significant influences relates to valuing professional
sources, although family and friends also play a role. Valuing family and friends is
less strongly associated with seeing financial literacy as important in discerning
financial choices, and responding to everyday events. In other words, those that value
advice from family and friends, do not appear to be made as aware of the day to day
importance of financial literacy. In effect, financial literacy is viewed as being able to
understand and discuss more abstract and distant financial impacts. This may mean
that many of the real benefits are lost, or even responsibility for these everyday
decisions passed to other members of the household (Ward and Lynch 2019). Self-
learning from the Internet, library or even university courses are only connected with
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financial literacy relating to responding to the more formal understanding of how to
respond to the general economy. This is another worry as young people are heavily
influenced by social media and the Internet in general, and often schemes to boost
their understanding are targeted through such outlets (Yanto et al. 2021). Those
valuing these sources of advice may not be fully aware of the day to day value of this
learning. This fits with Lee’s (2019) finding that while the social media may have a
role to play, financial leaders feel that it will not replace face to face teaching of
financial literacy.

The other controls that have a significant effect are perhaps understandable. Those
with parents out of work are more likely to perceive financial literacy as helping to
understand general economic conditions. Given recessions can more strongly affect
the mental health of children of parents most likely to be unemployed (Golberstein
et al. 2019), such children might feel the need to plan for future periods of unem-
ployment due to recessions. This may not be an over-reaction given that studies have
found that parental job loss can influence children’s educational outcomes and early
employment experiences (Gregg et al. 2012). Having investments is positively
associated with being able to discern financial choices without discomfort, as such
individuals will have more experience of such decision making (Chen and Volpe
1998).

In investigating what students perceive financial literacy to consist of, we have
found evidence of differences between ethnic groups even after controlling for other
influences. One of the most important influences appears to be the advice valued by
the individuals. What we haven’t considered until this point, is whether ethnic
background indirectly influences financial literacy through the choices of advice
which are valued. Table 4 below presents the ordered logit regressions of the extent
different sources of advice are valued. The regression of Bank Managers as a valued
source of advice, is the only regression where the LR-test fails to indicate the
estimation outperforms the null of constant probability.

Compared to the White British reference group, the South Asian, Black and
Other Ethnic Group are more likely to value particular sources of advice. Library
sources along with the University degree courses are valued more highly by all
three groups. From Table 4 above, these were some of the sources of advice that
pushed students to believe that financial literacy related to larger one off decisions,
and perhaps reinforces their natural limited understanding, that financial literacy
can also be of value in day to day decisions and planning. Supporting hypothesis
6a, both the South Asian and Other Ethnic groups also value their wider families
as sources of advice. This is something that is picked up in the entrepreneurship
literature (Zhang 2015), and has the potential to be beneficial, but can also restrict
the extent other sources of advice are sought (Altinay 2008), or even diminish
efforts to learn financial literacy skills themselves where these sources can be
utilised (Ward and Lynch 2019). It must be noted that the Other Ethnic group
along with the Black ethnic group valued advice from the Citizen’s Advice Bureau
more than the White British group, so there is no direct support for hypothesis 6b.
Table 23 in the appendix shows the how combining the individual ethnic groups
into a single minority background measure can obscure the results, as all but
parents and bank manager are valued significantly more highly as sources of
advice. From these results alone, it would suggest that those from minority
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backgrounds are aware of all sources of advice available, but this may miss an
over-reliance by a particular group on one or other source of advice.

Although not reported for preservation of space, when splitting the sample by
gender, the significant results associated with the South Asian and Black ethnic
groups may be driven by the male respondents from these groups. This can’t be
confirmed, as the interaction terms in Table 21 within the appendix are not sig-
nificant. For the Other Ethnic group, it is the female respondents who appear to drive
the results with regard to which sources of advice are favoured, particularly
university degree courses and library sources (see significant interaction terms in
Table 21 in the appendix). A further result that stands out is for the use of other
relatives, where significant interaction terms suggest it is female Black and Mixed
White respondents (Table 21 in the appendix), and female minority respondents
overall (Table 23 in the appendix), who are more likely to use this more informal and
sometimes lower quality source of advice.

As a final check, we consider if ethnicity interacts with the effectiveness of the
sources of advice valued in generating financial literacy ability. To do this, Table 5
includes an interaction term between ethnicity and the sources of advice con-
sidered. Unfortunately, to allow clarity of interpretation, it is only possible to
include a dummy for ethnic minority membership, rather than the individual
groups.

Although the ethnic minority dummy main effect is negative and significant, no
significant interaction terms are found. Although the aggregation of the different
ethnic groups mean further work would be advisable, it appears that any impact of
ethnicity operates through the choice of advice rather than its effectiveness.

6 Conclusions

Although a number of studies have found that members of ethnic minority groups
have lower levels of financial literacy, these studies tend to cover US samples
(Lusardi and Mitchell 2007; 2011; Lusardi and Tufano 2015; Al-Bahrani et al. 2019;
Hamilton and Darity 2017). They also tend to find that these differences disappear
when controlling for parental income, and other measures of deprivation (Lusardi
et al. 2010). This study has sought to establish if this is the case for young more
highly educated individuals in the UK, those undertaking undergraduate studies of
business related subjects at universities in the East Midlands, who are in the process
of, or will soon, create their own households. Given previous results, and the
potential for a self-selecting sample, it was expected that any negative relationship
with ethnic minority background would disappear when controlling for other char-
acteristics. Importantly, this study has also sought to understand why any differences
found might exist in terms of the perceptions of financial literacy with regard to its
role in life choices, and the advice that might be sought with regard to financial
decisions.

The results indicate that a much more complicated picture is present in the UK.
Even after controlling for a range of parental and background influences, it is found
that those from ethnic minority backgrounds tend to display lower levels of financial
literacy. The patterns found differ across the genders, so great care would need to be
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taken in determining which groups might need additional support, and what form this
support should take. It appears that as well as the easier to measure influences
associated with individual, family and household background, cultural factors may
play a role (Britt 2016).

When seeking an explanation for this, one pattern present is that the Other Ethnic
and Black groups appear to perceive financial literacy to be something most relevant
for larger more infrequent decisions. It is positive that students perceive financial
literacy to have importance and relevance for them, unlike in some other studies
(Chen and Volpe 2002; Fonseca et al. 2012). However, their focus on these important
large, but less frequent decisions, may mean the importance of financial literacy for
making the smaller, but frequent, everyday decisions is being ignored. This may
mean that students see the need to enhance their financial literacy as being less
immediate, and they may delay investments in financial literacy into the future, when
larger decisions will be taken. This could mean that the opportunity to avoid smaller,
but cumulatively costly mistakes, is not taken. The consequences of this are likely to
mean lower financial health, and disadvantages being passed on to the next gen-
eration of households (Boshara et al. 2015).

In part this might be linked to the sources of advice that are valued. Those that
are less formal, such as friends and family, or linked to formal training on the
financial markets, such as degree courses, tend to be associated with financial
literacy being for these larger decisions. There is some evidence that South Asian
and the Other Ethnic group students tend to value the more informal sources
more, and these groups, along with the Black ethnic group, value the more the-
oretically focused sources of advice (university degree courses and books from
the library).

In terms of the hypotheses generated, most did not hold for all ethnic groups,
although those relating to financial literacy scores (hypothesis 1a), and the use of
informal sources of advice (hypothesis 6a), did find more support. In general, it
appears that those looking to enhance financial literacy need to emphasise the fact
that it is not just about those big decisions later in life, but also in dealing with
everyday decisions. The problem is that for this group of young people in particular,
the advice they appear to get from home and university is not conveying this mes-
sage, or gives the impression that these everyday decisions can be outsourced to
others (Ward and Lynch 2019). Given not all young people go on to university,
schools must make financial literacy training more practical and easier to understand
in terms of day to day decisions. For those that go on to university, there is a need for
courses to recognise the cumulative importance of smaller decisions for individual
and household outcomes, some of the findings of behavioural economics and finance
might help to illustrate this.

Although a relatively large sample was obtained, the paper is still limited in terms
of the geographical coverage, with this sample being drawn from two East Midlands
universities. Despite the fact that students may come from around the UK, there will
be a bias towards the local populations, and those seeking to study at this type of
institution. A broader sample would be advantageous, particularly one not just
focused on those studying business related subjects, although it is striking that even
this self-selecting sample with an expected greater interest in financial decision
making, shows significant ethnic effects. With regard to the ethnic groups examined,
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the need to aggregate groups means some detail was lost, and it is clear that patterns
are not identical across all ethnic groups. A larger dataset would enable a better
understanding of the cultural influences that might be driving some of the results
found here. Similarly, qualitative studies that explore the relationships found more
deeply would be of value.

Overall, it is a worry that in 21st Century Britain, young well-educated people are
likely to face constraints on their life outcomes and choices, because of limited
financial literacy. This will perpetuate the disadvantage that earlier discrimination has
imposed (Agrisani et al. 2021). That those most likely to suffer from this remain
those from ethnic minority groups is a worry, and will limit the potential to create a
more equal society. These groups value both informal and formal sources of advice,
but their choices appear to make them less aware of the day to day value of financial
literacy, meaning skills in this area may be acquired too late.
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Table 10 Rotated component matrix from principal component analysis of advice

Component
1

Component
2

Component
3

Variance
Extracted

University Support Services 0.786 0.181 0.165 67.7%

Citizen’s Advice Bureau 0.782 0.123 0.070 63.2%

Short Courses in Financial Literacy 0.714 0.361 −0.137 65.9%

Bank Manager (or other financial
professionals)

0.707 −0.089 −0.021 50.8%

Internet and Social Media −0.143 0.809 0.174 70.6%

Library and books in general 0.391 0.725 −0.052 68.1%

University Degree Course 0.441 0.553 0.183 53.4%

Parents and close relatives −0.043 −0.042 0.871 76.3%

Other relatives and friends 0.136 0.266 0.796 72.2%

Eigenvalues 2.626 1.746 1.510

Percentage of variance 29.2% 19.4% 16.8%

Components with Eigenvalues > 1 extracted

Financial literacy and advice perceptions among UK higher education students: an. . .
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