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Abstract 
 

This paper reports results of a survey that was 

conducted in central Uganda to examine the effect of 

financial literacy on livelihood levels.  Specifically, 

the study investigated the effect of financial 

knowledge, behaviour, and attitude on livelihood 

levels; and the mediating effect of financial systems 

on the link between financial behaviour and 

livelihood levels.  Data was collected using 

questionnaires and semi-structured interview 

questions from 196 respondents. The regression 

results revealed that a combination of financial 

knowledge, attitude, behaviour, and systems 

significantly explains 14% of the variance in levels 

of livelihood (Adj. R Square =.140; Sig 0.007). This 

means that a change in the financial literacy level 

will lead to a change in livelihood levels. Of all the 

financial literacy dimensions, the results indicate 

that financial attitude significantly predicts 

livelihood levels (Beta = 0.498, sig = 0.000).  This 

implies that for livelihood levels to improve a 

positive financial attitude should be developed.  

When the mediation tests were conducted, it was 

clear that financial systems mediate the relationship 

of financial knowledge and behaviour and 

livelihoods (Sobel Z-Value of 2.35, P-value 0.011).  

Generally, a positive financial attitude and the 

effectiveness of a financial system play a key role in 

influencing livelihood levels. Thus, action based, and 

experiential learning pedagogies should be 

embedded in financial literacy training for 

participants to improve their livelihoods. 

 

1. Introduction 
 

Substantive research has shown that high levels 

of financial literacy are positively associated with 

improved livelihoods. Unfortunately, numerous 

studies have revealed low levels of financial literacy 

globally, regionally and nationally.  A world survey 

conducted by Klapper et al. [19] in 2016 revealed 

that only 34% of adult Ugandan’s were financially 

literate. Interventions have been undertaken to train 

people in financial literacy with a view to improve 

livelihood levels among other considerations. 

Improving the financial literacy levels of citizens 

is a global and national concern by various 

stakeholders.  Studies indicate that the world’s most 

population suffers from low levels of financial  

 

 

literacy and that measures to remedy the problem are 

urgently needed [42].   

Based on this reality, President Bush formed the 

President’s advisory council on financial capability 

in 2008 and president Obama continued to champion 

the financial literacy movements. According to 

Messy and Monticone [25], many countries in Africa 

showed interest in financial literacy at national and 

policy levels. 

In Uganda for instance, a number of initiatives 

have been undertaken. Department For International 

Development (DFID) in 2004 piloted the financial 

literacy education in two districts of Uganda; Mbale 

and Masaka.  Also the Capital Markets Authority 

since 2003 has been running a secondary school 

challenge in financial matters; Private Education 

Network has been undertaking financial literacy with 

school children in Kampala, Wakiso and Kamuli; the 

Uganda Catholic Relief Service has attempted to 

foster financial literacy through selfmanaged 

community based lending; Centenary Bank since 

2012, in partnership with International Labour 

Organisation (ILO) embarked on a project that seeks 

to empower youths with financial skills.  In 2013, the 

Minister of Finance then, Hon. Maria Kiwanuka 

launched the financial literacy strategy for Uganda. 

Despite the various interventions, the study by 

Refera et al. [36], Klapper et al. [19] found out that 

people’s livelihoods in developing countries are very 

low.  Also, data from the Private Sector Foundation 

(PSFU, 2016) indicated that 62% of Uganda’s adult 

population demonstrates low levels of financial 

literacy manifested in low access to financial 

services, low levels of investment and wealthy 

creation. The key issue addressed by this article is 

why people’s livelihood levels have remained low 

despite extensive financial literacy interventions. 

This concern was analysed by presenting evidence 

on the dynamic interactions between financial 

knowledge, behaviour, attitude, systems and 

livelihoods. 

 

2. Conceptual Understanding, Linkages 

and Gap 
 

In this section, an understanding of and linkages 

between financial literacy, livelihoods, financial 

behaviour, financial attitude, and financial systems 
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as key concepts is explored. Besides this, the gap in 

literature has been explained. 

 

 

2.1. Financial literacy 
 

The definitions of financial literacy have been 

changing overtime.  Noctor et al. [27] introduced 

financial literacy as “the ability to make informed 

judgments and to take effective decisions regarding 

the use and management of money”.  Mandell [23], 

on the other hand, defined it as “the ability to use 

knowledge and skills to manage one's financial 

resources effectively for lifetime financial security”. 

Similarly, the European Commission [11] defined 

financial literacy as “capability of consumers and 

small business owners to understand retail financial 

products with a view to making informed financial 

decisions”. 

Sebstad et al. [38] argue that financial literacy 

means having the knowledge and skills to make 

responsible economic and financial decisions with 

confidence. For this article, financial literacy is 

conceptualised as the set of and knowledge, skills, 

attitude, behaviour and financial systems that allows 

an individual or entity to make informed and 

effective decisions about financial planning financial 

planning, wealth accumulation, savings, pensions 

and debt among others. 

 

3. Livelihoods 
 

Livelihoods can be defined variously.  Chambers 

and Conway [7] defined it as ways in which people’s 

needs are satisfied.  Frankenberger [12] defined it as 

the family or community’s ability to maintain and 

improve its assets, income and social well-being. 

Also, IFRC (2017) define it as encompassing 

people’s capabilities, assets, income and activities 

required to secure the necessities of life.  For this 

study livelihoods are defined as the ability of an 

individual or community to satisfy its basic needs 

namely; food, shelter, clothing, sanitation, education 

and health care [24]. 

Financial Behaviour is the economic conduct of 

an individual on monetary issues related to financial 

planning, wealth accumulation, debt and pension 

management.  Dinga et al. [10] defined financial 

behaviour as a function of economic behaviour, 

monetary factors, and financial flows.  Carol (2013) 

examined financial behaviour in a sample of 45000 

youth adults and found-out that respondents with 

higher financial knowledge are less likely to use high 

cost borrowing methods, set aside savings for 

emergency and are more likely to plan for retirement. 

Financial attitude is a psychological tendency 

expressed when evaluating recommended financial 

management practices with some degree of 

agreement of disagreement [35].  Generally, it is a 

psychological tendency to agree or disagree with 

adopting a particular financial practice. 

Financial systems are policies and procedures 

used by a unit to allocate risk and resources and 

exercise financial control and accountability.  They 

include recording, verification, and timely reporting 

of transactions that affect expenses, revenue, assets 

and liabilities. 

The three dimensions of financial literacy have 

been used in this study because a number of 

researchers [33] have used them to measure financial 

literacy levels. Though Huston [14] conceptualised 

financial literacy as financial knowledge and its 

application, many studies since 2010 are considering 

attitude and behaviour as part of financial literacy.  

OECD (2013) for instance conceptualises financial 

literacy ad a combination of awareness, skill, attitude 

and behaviour required to make financial decisions 

and ultimately achieve financial wellbeing. 

 

3. The gap in literature 
 

Many studies have attempted to link financial 

literacy to decision making and financial behaviour. 

Indeed, the position of financial behaviour in the 

conceptual analysis is not clear. Some researchers 

conceptualise it as a dependent variable of financial 

literacy while others and a component of financial 

literacy. Very few studies have linked financial 

literacy to livelihoods.  The few studies that have 

linked financial literacy to livelihood don’t consider 

financial systems.  This study was conducted to link 

financial literacy to livelihoods as mediated by 

financial systems. 

 

4. Materials And Methods 
 

A survey was conducted in the central region of 

Uganda where numerous financial literacy 

interventions have been conducted.  Responses were 

got from 196 respondents who involved those in 

leadership positions and those with no leadership 

positions. Some leaders were purposively selected 

given their critical positions in society and the 

financial literacy information resource possessed. 

Questionnaires and semi-structure interviews 

guides were questions to collect data. All items of 

the questionnaire were anchored on a five –point 

scale. A pilot study involving 32 respondents was 

conducted to establish construct validity and 

reliability of the instrument. The computed Cronbach 

alpha coefficient results for reliability analysis were 

all above 0.70 as recommended by Cronbach [9] and 

Tavako and Dennick [40].  Validity was assessed 

with due consideration of relevance, clarity, 

simplicity and ambiguity of the content.  The 

computed validity scores were all above 0.75 as 

recommended by Yaghmale [43]. 
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Figure 1. Conceptualisation of financial literacy and people livelihoods 

Source: OECD (2013) and IFRC 2017 

 

 

 
The data was collected in three major stages.  The 

first stage was engaging the unit (Diocese) heads 

leadership in an entry meeting to seek their approval 

and partnership in providing data, sharing findings 

and acting on the actions to be taken for improved 

livelihoods.  In the entry meeting the leaders also 

shared the annual programmes so that appropriate 

timing for data collection from the different 

respondents could be arranged. Twenty interviews 

were held with the leaders who also filled 

questionnaires.  Two sets of questionnaires were 

designed; one for the leaders and the other for other 

respondents.  The second stage was to administer 

piloted questionnaires to respondents.  Some of the 

respondents filled the tools themselves at their 

convenience while others who required translation of 

English were given assistance. 

The third stage was to conduct follow up 

interviews on information that was incomplete and/ 

or contradictory. Eight interviews of this nature were 

conducted. SPSS 22 was employed to run descriptive 

statistics, Pearson correlations, normality test and 

multiple regression. Pearson correlation was utilised 

to examine the relationships of the study variables 

while multiple regression and stepwise regression 

were employed to examine the prediction power of 

the variables.  The captured interview extracts were 

logically organised into themes in order to identify 

and compare patterns in the interview data 

henceforth the qualitative data helped to enrich the 

quantitative data. 

 

4.1. Measuring and interpreting financial 

literacy 
 

Huston [14] highlighted the problem of a 

standardised measure of financial literacy by 

analysing 71 financial literacy studies and identified 

three main barriers:   

1. Lack of a general consensus on definition of 

financial literacy;  

2. Measures of financial literacy that are not 

comprehensive, and  

3. Lack of a guide for interpreting this measurement 

to interpret financial literacy.   

These limitations have been addressed by adopting 

the rule of thumb that the minimum number of items 

having meaningful leadings in a domain factor varies 

from 3 to 5.  In this survey, there are four financial 

literacy content areas, namely: knowledge, attitude, 

behaviour and systems.  The twenty-one items used 

to assess financial literacy are thus adequate.  

Attention to item wording and ordering were also 

considered critical. 

 

4.2. Measuring and interpreting livelihood 
 

The measure of livelihood includes eight sub-

components and one aggregate measure based on 

availability, accessibility, quality, use, status of basic 

elements of livelihood.  The eight are elements of 

livelihood are income and assets, food and nutrition, 

education, water, sanitation, health. The components 

of livelihood can be grouped into economic, security, 

food security, healthy security, education and 

empowerment. Livelihood had 30 items, by the rule 

of the thumb as mentioned earlier the number of 

items therefore were construed adequate. 

 

5. Results and Discussion  
 

This section presents and interprets results that 

were collected from one hundred and ninety-six 

respondents to examine the influence of financial 
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literacy on livelihoods as mediated by financial 

systems.  

The research was set to test the following 

Hypothesis that was based on the analytical 

framework shown in Figure 2. 

 

 
Figure 2. Analytical framework for Finance literacy 

and livelihoods 

 

Based on Figure 2, the following Hypothesis are 

tested. 

1. There is a relationship between financial 

knowledge and financial systems.  

2. There is a relationship between financial 

behaviour and financial systems.  

3. There is a relationship between financial attitude 

and one’s livelihood level.  

4. There is a mediating effect of financial systems on 

the relationship between financial Knowledge and 

livelihood level.  

5. There is a mediating effect of financial systems on 

the relationship between financial behaviour and 

livelihood level.  

6. There is a relationship between financial systems 

and livelihood level. 

 

5.1. Descriptive statistics on financial 

knowledge  
 

The respondents were asked to evaluate their 

level of financial knowledge on a Likert scale 

ranging from 5 (strongly agree) to 1 (strongly 

disagree). The average mean scores below 3 is 

interpreted to mean low financial knowledge; a score 

above 3 to 4 as moderate; while that above 4 as high 

level of financial knowledge. 

A grand mean of 2.49 indicates an overall 

moderate financial knowledge. A critical analysis 

of the components of financial knowledge indicated 

that knowledge of monthly expenses, financial risks 

and insurance options is fairly high with the average 

mean score above 2.75. However, knowledge of 

getting and repaying a loan, financial plans and 

budgets, institutions that provide finance and 

investment options scored low with an average score 

below 2.23. Interviews with leaders revealed that 

many people didn’t know the implications of taking 

loans. Indeed, one leader at the parish said; “we 

simply send what we have, having a budget that you 

follow as you spend will make people brand you 

mean”.  One leader reiterated that even those who 

have studied budgeting don’t do it. When asked 

during the interviews about 

how much money is spent or generated on running 

the activities of the home every month, many 

respondents were ignorant. 

 

5.2. Descriptive statistics on financial 
 

The research findings indicate that the financial 

policies and procedures used by individuals and units 

to allocate risk and resources and exercise financial 

control and accountability are not so effective, not 

harmonised and inadequate in a number of aspects. 

This is illustrated by a grand mean of 2.18. 

At the individual level, respondents were asked 

whether they had a system of tracking expenses, 

savings and investments and none of the respondents 

had anything. At the parish unit level, responses of 

leaders from the church indicate that the 

documentation policies and procedures are somehow 

explained; but the reporting and internal control 

procedures have a number of gaps.  During the 

interview discussions, one respondent explained: 

“this parish has no approved financial system or 

procedure, it is based on the operating culture and 

trust.  There is no asset register and it not clear which 

assets and projects belong to the diocese and which 

ones belong to the parish”.  It was noted that in all 

the parishes, manual income and expenditure 

systems were being used. Also, budget performance 

reports were hardly generated.  One respondent 

explained that: since there is no approved financial 

system there are occasions when the parish priest 

overrules the decisions of the parish council. On how 

the parish ensured that the resources of the parish are 

safe, some respondents mentioned that once they are 

in the custody of the parish priest, they know it is 

safe.  The Parish Priest is supported by the Treasurer, 

head of the Laity and Executive Committee. Some 

respondents indicated that periodically they receive 

reports from the finance committee and that there are 

some controls in place. Another mentioned that they 

also have a security guard. 

 

5.3. Descriptive statistics on financial attitude  
 

Respondents were asked to assess whether they 

have a positive or negative attitude on the following: 

basing on the budget to spend, commitment to saving 

a portion of their income; investing to generate a 

return, acquisition and loan repayment, and saving 

for retirement. When respondents were segmented 

into those with leadership roles and those without, 

the results indicated that the financial attitude of 

leaders is moderately high with a grand mean of 3.1, 

while the grand mean of respondents with no 

leadership roles was as low as 2.1. This implies that 

leaders’ have a moderately positive psychological 

tendency that agrees to adopt effective financial 

practices. This is not the case with respondents who 

did not have leadership roles. In a follow-up 
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interview, one respondent lamented thus: “whether 

you have a negative financial mind-set or not, money 

will not be got.  Attitudes don’t create money”. 

 

5.4. Descriptive statistics on financial 

behaviour  
 

The study assessed the degree to which 

respondents portrayed appropriate financial 

behaviour on spending based on budgets, saving a 

percentage of income earned, having multiple 

investments generating returns, effective 

management of loans, having a fund to cater for old 

age, and having an insurance scheme.  Again, the 

results of those without and those without leadership 

roles were segmented the findings results indicate 

that leaders moderately portray appropriate financial 

behaviour with an overall mean of 2.97. The score 

for those with no leadership roles was 1.8 which is 

very low implying that majority of respondents 

portray inappropriate financial behaviour. 

Descriptive statistics on livelihood levels The 

ability of respondents to satisfy their basic needs 

namely; food, shelter, clothing, sanitation, education 

and health care; among others were assessed and 

segmentation of respondents was made on having 

leadership roles.  Findings for respondents with 

leadership roles indicated a moderately high 

livelihood level with a grand mean of 3.01. Since the 

livelihood levels of those with leadership roles are 

high, they can act as role models and mentors in 

financial literacy and livelihood improvement 

campaigns. The results of respondents with no 

leadership roles showed a grand mean of 2. 25.  

Outstandingly low scores were indicated on medical 

treatment, insurance facilities, housing, diet, and 

food supply.  This indicates that livelihood levels of 

respondents were very low. 

During the data collection visits to the sampled 

household, there were clear indicators of low 

livelihood levels.  Many respondents lamented about 

the high number of dependants. Indeed, the 

descriptive statistics of respondents indicate that 

48% of the total respondents have more than three 

dependants staying with them. Also, there are 

respondents living on one meal day (61%), poor 

housing facilities (69%), unemployed (54%), and 

lack clean and safe water within a radius of 5 

kilometres (62%). 

In a discussion with some leaders on how they 

contribute to improving the livelihood levels of the 

people in their community, most respondents 

indicated that their contribution is minimal.  Many 

respondents affiliated to the Catholic Church 

explained that the Church has Caritas as its 

development arm but in most of the Parishes visited, 

much as some have a Caritas volunteer at the Parish 

Councils, Caritas works more with beneficiaries than 

Parishes. The Parish relevancy under Caritas services 

is not strong enough. 

 

5.5. Regressional Analysis of Financial 

Literacy And Livelihoods  
 

After descriptive analysis, the regression analysis 

was conducted to analyse the influence of financial 

literacy on livelihoods.  The regression analysis was 

conducted to examine the influence of financial 

literacy on livelihood levels. The results show a 

combination of financial knowledge, attitude, 

behaviour, and systems influencing the level of 

livelihoods as indicated in table 1.  These variables 

can significantly explain 14% of the variance in 

levels of livelihood (Adj. R Square =.140; Sig 

0.007). Meaning that a change in the literacy level 

will lead to a change in livelihood levels. 

Apart from the overall effect of financial literacy 

on livelihood levels, the effect of financial 

knowledge, behaviour, attitude, and systems was 

tested. The results of the hypothesis test are 

summarised in Table 2. 

It was established that there was no significant 

relationship between financial knowledge and 

livelihood levels (Beta=-0.147, Sig=0.335).  Thus, 

the hypothesis was rejected.  This implies that an 

improvement in financial knowledge may not 

necessarily improve livelihood levels. These findings 

are in agreement with those of Rajna et al. [35] who 

concluded that high levels financial literacy don’t 

translate into an improvement in the livelihood 

levels. 

Also, the findings indicate no significant 

relationship between financial behaviour and 

livelihood levels (beta=-0.153, sig =0.330).  Thus, 

the hypothesis was rejected.  This implies that an 

improvement in financial knowledge may not 

necessarily improve livelihood levels. This agrees 

with the finding on Potrich et al. [33]. 

The results indicated that Financial attitudes 

significantly predicts livelihood levels (Beta=0.498, 

sig=0.000). This implies that for livelihood levels to 

improve a positive financial attitude should be 

developed.  The findings are supported by those of   

Potrich and et al. [33]. 

Generally, Financial attitudes significantly 

predicts livelihood levels (Beta=0.498, sig=0.000 

while financial knowledge (Beta=-0.147, Sig=0.335), 

financial systems (Beta=-0.264, Sig=0.138), and 

financial behaviour (beta=-0.153, sig =0.330) do not 

predict livelihood levels. This implies that for 

livelihood levels to improve a positive financial 

attitude should be developed. 

The mediation effect of financial systems on 

financial knowledge, attitude, behaviour and 

livelihoods. Inspired by the results in Table 2, the 

researchers challenged themselves to examine 

whether financial systems mediate the relationship  
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Table 1. Regression analysis of financial literacy and livelihood levels 

 

 

 
 

Table 2. Summary of Hypothesis testing 

 

 
 

Table 3. Summary of hypothesis testing for mediation 
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between financial knowledge, attitude, behaviour and 

livelihood levels.  To carry out the mediation test, the 

conditions for mediation according to Baron and 

Kerry [44] were used.  All the three conditions for 

mediation were met and consequently the Sobel 

mediation tests were run.  The summary of the 

findings and the effects on the hypothesis are 

summarised in Table 3. 

When the mediation tests were conducted, it was 

clear that financial systems mediate the relationship 

of financial knowledge and behaviour and 

livelihoods. Thus, financial behaviour and 

knowledge can significantly explain 41.6% of the 

variance in effectiveness of a financial system (Adj. 

R Square =0.408; Sig 0.000).  Generally, the 

effectiveness of a financial system plays a key role in 

influencing the financial livelihood levels.  

Interestingly, the relationship between financial 

attitude and livelihoods is not mediated by financial 

systems.  This implies that with a positive financial 

attitude, one’s livelihood can be enhanced. 

 

6. Conclusions  
 

The study set out to examine the influence of 

financial literacy on the livelihoods of the people in 

the central region of Uganda.  A critical analysis of 

financial knowledge, behaviour, attitude and systems 

on livelihood levels using regression and Sovel Z-

statistic has generated key revelations. Outstandingly 

is that focusing on financial knowledge will not 

enhance people’s livelihood levels.  Secondly, for 

financial knowledge and behaviour to enhance 

livelihoods, financial systems should be developed 

and applied.  Finally, financial attitude as a 

dimension of financial literacy is critical in 

livelihood enhancement. 

  

7. Recommendations 
 

Appropriate financial systems like record 

keeping, reporting and accountabilities should be 

instituted and adhered to if financial knowledge and 

behaviour are to enhance livelihoods. Improving the 

financial attitude of people should be a key focus for 

financial literacy trainers if livelihoods participants 

are to be enhanced.  This required a major change in 

the training pedagogy.  Thus, trainers should centre 

more on action based and experiential learning 

pedagogies. 
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