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Abstract: It is believed that employees who are more financially
literate tend to make more reasonable predictions about their
company's investment and work hard to save their companies
from collapsing. The study aims to evaluate the effect of
employee financial literacy on the financial crisis of indigenous
banks in Ghana. The study used five big traditional banks in
Ghana. The researcher used a quantitative research approach
and a multiple case study method. Structured questionnaire was
used to solicit information from the employees of the selected
banks. It was found that there is a positive and significant
correlation between financial literacy and financial crises. The
possibility of better financial literacy will lead to a decline in
financial crises in the banking sector, such that financial literacy
explains a decline in financial crises. Furthermore, employees
have high levels of the knowledge acquisition dimension of
financial literacy but low levels in the application dimension It is
recommended that managers of banks focus on financial literacy
training that centers on the application dimension of financial
literacy. Training should emphasize calculation skills for interest
rates, inflation, time value of money, and the stock market. It is
suggested that bank management use all available means to
ensure that the adoption and implementation of financial literacy
strategies for their employees is prioritized.
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I.INTRODUCTION

n Ghana, financial crises are still fresh in the minds of most

Ghanaians. The nation has been engulfed in a banking crisis
with the closure of seven banks, a takeover of two banks by
GCB Bank Ltd., and the consolidation of the others into a new
one. Seven banks collapsed within one year, putting 2,700
jobs on the line and the government piling 7.9 billion cedis
($1.7 billion) on its debt to pay for the gap between the banks’
liabilities and assets (Bank of Ghana, 2018). Before the
breakup of five other private local banks in August 2017, one
of them, UniBank, took 3.1 billion cedis from the Central
Bank from 2015 to June 2018 alone, of which some 1.6
billion cedis were uncollateralized, posing a risk to the central
bank (Bank of Ghana, 2019). In addition to the weak capital
adequacy levels, uniBank, Royal Bank, Sovereign Bank,
Beige Bank Ltd., and Construction Bank Ghana Ltd. struggled
to improve over time and were pronounced insolvent in
August 2019 (Bank of Ghana, 2019).

The worrying situation in Ghana's financial sector has led to a
growing lack of trust in the sector with panic withdrawals by
some of the local banks’ customers (Kosiba, Boateng, Okoe &
Hinson, 2020). This also coincides with the microfinance and

savings crisis and loan sub-sectors, with several of these firms
defaulting on payments. Among the determinants of these
crises, one problem stands out: the irresponsible actions and
decisions by the human resources in the sector. The banking
consultant also believes sheer managerial incompetence by
way of poor credit-risk administration is largely to blame for
the development (Amuakwa-Mensah, Marbuah & Ani-
Asamoah Marbuah, 2017). The situation has made many
critics question the competence of human resources in
operating the banking sector.

Factors such as bad corporate governance, poor credit risk
administration, lack of appropriate supervision and
regulations, and many others have been cited as causes of the
financial sector crisis (Bank of Ghana, 2019). However, a
factor that seems to drive all these irresponsible behaviors is
financial literacy, which has been lacking in most studies. It is
believed that managers who are more financially literate tend
to form more reasonable predictions about their firm’s
investment and will do anything possible to salvage their
organizations from crises (Amanamah, Acheampong, &
Owusu, 2018). Financial literacy improves understanding of
investment options, which could reduce risk and optimize
earnings. This goes on to support the fact that by Jose,
Rugimbana, and Gatfield (2012), financial illiteracy is the key
determinant of financial crises. As recognized by the
Organisation for Economic Co-operation and Development
(OECD, 2016), financial literacy is an essential ingredient for
the financial empowerment of individuals and the overall
stability of the financial system. The implication is that
financial literacy is a key component of financial crises. The
study seeks to explore the effect of financial literacy on
financial crises in Ghana. The following objectives guide the
study:

1. To examine the indicators of the financial crisis
among indigenous banks in the Sunyani Municipality

2. To evaluate the effect of employee financial literacy
on the financial crisis of indigenous banks in the
Sunyani Municipality

Hypothesis:

H1: There is a positive relationship between employee
financial literacy and financial crisis of indigenous banks
in Ghana.
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Ho: There is no positive relationship between employee
financial literacy and financial crisis of indigenous banks
in Ghana.

Il. LITERATURE REVIEW
2.1 Financial literacy defined

Potrich, Vieira, and Mendes-Da-Silva (2016) describe
financial education as a process of development to enable
people to make the right decisions and thereby manage
personal finances effectively, while financial literacy refers to
how that knowledge and skills are used. This description
separates financial education from information and literacy.
Financial education is always about professional visibility and
personal experience. Many people cite their personal
experience as the most important source of financial learning
for them (Remund, 2010). One of the key roles of financial
education is to serve as a preventive measure for managing
debt (Yong et al., 2018).

However, Remund (2010) points out that participation in
financial educational programs resulted in more forward-
looking behaviors among the respondents. Lusardi and
Mitchell (2015) have found that financial education has had
an impact and improved financial literacy among young
people in India, although their financial decisions may not
automatically be improved. Founding financial education,
Yong et al. (2018) allows a person to be updated on the latest
financial information and, in effect, has a positive impact on
financial satisfaction. Similarly, Batty, Collins, & Odders-
White (2015) report knowledge gains after the implementation
of financial and educational programs.

Also, Janor, Yakob, Hashim, Zanariah, & Wel, (2017) believe
that not only does financial education improve literacy on the
products and services in the market, but it also significantly
reduced the capital/entry cost in the financial markets. The
authors also show that improved literacy from financial
education is earning Swedish investors higher returns as a
result of portfolio diversification. Other researchers such as
Sabri (2016) argues that the most crucial ingredient that
investors normally overlook but plays significant role in the
returns the investors make is financial education. Abreu and
Mendes (2010), did a survey of Portuguese investors and
found that one of the profound impacts of financial education
on investors psychology is portfolio diversification through
improved literacy levels, this argument was supported by
Guiso and Jappelli (2020) who after studying investors' habits
and investment practices in Italy, concluded that at least 70 %
of those who invested in portfolios had listed financial
education as a key factor of success in the financial markets.
Gupta and Negi (2014) find that high financial literacy scores
are consistent with finance and accounting graduates than any
other group of investors. old investors. Savings done shot up
five years after high school, which related to high investments
and better performance in the financial markets.
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The Organization for Economic Co-operation and
Development (OECD, 2013) reports that financial literacy is a
combination of awareness, knowledge, skills, attitude, and
behavior required to make financial decisions and ultimately
achieve individual financial well-being. It has been realized
that any improvement in financial literacy will have a
profound impact on management and employees' ability to
make sound financial decisions to offset future risk in the
financial sector (Silva, Magro, Gorla, & Nakamura, 2017).
Recent developments make it much more important for
management to grasp basic economics as they are called upon
to bear more of the responsibility for their institutions’
investment decisions and to discern more complicated
financial products and options.

From Klapper et al. (2017), individuals cannot make
decisions relevant to financial planning without an
understanding of basic financial concepts. According to
Agarwalla, Barua, Jacob, and Varma (2013), given an
environment where the variety and sophistication of financial
products and services continue to grow, individuals need to
have a solid understanding of the financial world to be able to
become good decision-makers and use the right path to
achieve their financial objectives and needs. In a world where
only 1-in-3 adults are financially literate (Asongo-Ver,
Onadeko, Jayeola, & Lawal-Adebowale, 2018), it is very
relevant to examine how improvement in financial literacy
could impact financial crises.

The literature suggests that financial illiteracy is a major
challenge worldwide (Oseifuah, Gyekye, & Formadi, 2018).
The saddest issue is that there is evidence that many
individuals, including managers in the financial sector, are not
well-equipped to make sound financial decisions (Zendehdel,
Paim, Bojei, & Osman, 2011; Silva et al., 2017), which is
detrimental to the development of the country.

With this financial literacy level, researchers such as Engle
and Ruan (2019) and Brown et al. (2018) have reiterated the
fact that financial literacy among employees and management
in the financial sector should be looked at. During the 2008
global financial crisis, organizations that were able to
withstand were those whose managers were able to implement
financial plans to offset the risk, according to Bucher-Koenen
and Lamla-Dietrich (2018). In support, the International
Monetary Fund report on financial sustainability indicates that
it is difficult for any institution to exist without finding
measures to increase the financial literacy level of its staff
(IMF, 2019). In this changing state of economic conditions in
the world, the World Bank Group (2016) indicates that
organizations need managers who can plan effectively, invest
appropriately, and devise the right strategies to offset risk.
With over 60% of Ghanaians being financially illiterate, there
is no doubt that the country's financial sector is affected
(Owusu, 2019). However, the literature on how financial
literacy affects financial crises is lacking in the Ghanaian
context. Even though much research has been conducted on
financial literacy in the country, its contribution to financial
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crises is understudied. There is, therefore, a need to research
this area to fill this research gap.

2.2 Factors influencing financial literacy

Studies show that factors that influence financial literacy
range from socio-demographic, psychosocial, psychological,
and other factors.

2.2.1 Socio-Demographic Factors

Among the socio-demographic factors are age and gender.
With age, Lusardi and Mitchell (2018) indicated that older
people are the least financially literate. They would not work
out simple interest-rate calculations and are unaware of the
concepts of inflation and risk diversification. A similar case
was recorded by Owusu (2015), who conducted a study in
Sekyere East District. His findings reveal that most Ghanaians
between the ages of 20 and 30 and those over 60 years of age
are mostly financially illiterate. According to a subsequent
study conducted by Lusardi, Mitchell, and Curto (2010), less
than 33% of their respondents understood interest rates,
inflation, and risk diversification. Almenberg and Dreber
(2015) observe in their study in Sweden that the ages between
35 and 50 demonstrate the highest levels of financial literacy,
and those aged 65 and above have poor performance. Aging is
an important determinant provided that people learn from past
mistakes and gradually become more experienced over time
(Xiao et al., 2015). Nevertheless, Lusardi and Mitchell (2014)
present a theoretical framework in which they propose that
financial literacy exits a hump-shaped lifecycle. The initial
rise in financial literacy could come from experience, while
the subsequent decrease could be due to a reduction in
cognitive skills (Ansong & Gyensare, 2012).

Studies have argued that men perform better in literacy tests
than women (Almenberg & Dreber, 2015; Ansong &
Gyensare, 2012). Xiao et al. (2015) add that men are well-
informed when it comes to insurance and personal loans as
compared to women, who are conversant in financial areas
like taxes, personal financial planning, spending, and saving.
Amponsah-Tawiah (2015) also makes it clear that, as far as
markets and investments are concerned, men are more
knowledgeable than women. Women also possess less
awareness about the financial market and investment avenues.
Other studies, such as Kadoya and Khan (2016) and Musundi
(2014), record lower financial literacy scores for women.
Although women had almost equal scores for the fundamental
questions of financial literacy, they scored significantly lower
for nuanced risk and diversification-related issues.

Nevertheless, these gender differences are difficult to explain.
The process of social learning may explain, in part, the lower
financial literacy of women. Women, particularly married
women, have less room for social and experiential learning
than men, which could lead to difficulty in understanding
financial issues. According to various studies, men and
women have had different levels of financial literacy based on
the financial markets since time immemorial. In general, these
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studies suggest that women have lower financial literacy
levels than men, as they possess little knowledge of securities,
investing, and the market (Mahfudh, 2014). The gap in
financial literacy levels between men and women has been
observed at the college level in the U.S., where men have
performed better than women in structured financial literacy
tests and finance courses. Ford and Kent (2009) noted that the
difference in financial literacy levels between men and
women is a result of three things: women have no interest
whatsoever in financial matters in the financial markets, they
are also overwhelmed by the difficulty of investing in the
markets, and they are not aware of the condition (they have
little financial information about the markets at any time).

Singh and Sharma (2016) stipulate that since women have
been known to live longer scientifically and a small
percentage of them have professional jobs, their low financial
literacy levels are of great concern as they would be
financially vulnerable. However, in this study, it was found
that the relative level of financial training between women and
men can easily be clarified by considering the relative rates of
financial training. Thus, financial education is a critical factor
in explaining why men have high levels of financial literacy.
The study maintains that if more women, especially in third-
world countries, were allowed to pursue their education
without hindrance, then with time, there would be no gender-
based differences in financial literacy levels.

2.2.2 Psychosocial Factors

Among the psychosocial factors are educational level,
employment, and marital status. With an educational level,
Ansong and Gyensare (2012) investigate the knowledge level
of university business students in Ghana. They found that
there was widespread financial illiteracy among them. Studies
have found that individuals who have completed university
are more likely to be financially well-informed than those
with a low level of education (Almenberg & Dreber, 2015;
Lusardi & Mitchell, 2013). People with educated parents and
spouses could learn from their knowledge and experience
(Arif, 2015).

A study by Marzieh, Paim, Bojei, and Osman (2013) reveals
that married people are more financially literate than single
people. To them, a higher level of financial literacy brings
about better financial well-being. This is also supported by
Atakora (2016), who states that married people tend to make
more financially sound decisions than their counterparts who
are not married. Social learning and consumer socialization
theories imply that employment status significantly affects
knowledge acquisition. People who are employed and have
more opportunities to learn about financial issues in the
workplace should be more financially literate. (Lusardi &
Mitchell, 2014b) found that employed people had higher
financial literacy worldwide. Occupations could also
significantly affect financial literacy. An occupation that
requires an understanding of economic and financial aspects
provides more scope for people to achieve financial literacy.
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Our study used "finance and insurance" as the occupation that
could positively affect financial literacy.

Worthington (2004) records the highest levels of financial
literacy among Australian professionals, especially those
working in white-collar jobs, while the lowest levels of
financial literacy were seen with unemployed individuals and
those working in blue-collar jobs. His findings are similar to
those of Almenberg and Dreber (2015). In another study,
Atakora (2016) observes very high financial literacy levels in
two groups; the white-collar jobs group and the self-employed
group. He also discovers that the most illiterate group consists
of people working in blue-collar jobs, the unemployed, and
people working in the health and tourism sectors.The study
explained that the levels of financial literacy were also
dependent on the type of white-collar job or self-employment
an individual was involved in. For instance, individuals
working as accountants or working in the financial sector had
very high financial literacy levels compared to computer
technicians' or doctors’ financial literacy levels. This was
because accountants get to learn several financial aspects as
they keep on doing their work. Thus, doctors and computer
technicians have low levels of financial literacy as a result of
the nature of the work they are involved in. In their study
conducted in Pakistan, Fawad and Tagadus (2013) analyzed
the relationship of demographic factors with financial literacy.
Financial literacy and varying demographic variables, i.e.,
age, employment, education, and marital status, were found to
be positive. Jeyaram & Mustapha (2015) conducted a study
examining the relationship between demographic factors and
financial literacy in Malaysian university students. From
Sharma and Joshi (2019), it was examined that women's
marital status and age affected investment trends. Married
women have more responsibilities than unmarried women.
Therefore, they don't like to take more risks. They try to
maintain a balance between the risk associated with their
investments and the return that can be earned from them. By
comparison, younger women are more interested in risk-
taking and have more financial knowledge about investment,
risk, and return. They chose mutual funds and equities.
Respondents were asked to comment on their marital status,
as many studies have shown that single individuals are far
more likely to have lower rates of financial literacy than
married peers (Calamato, 2010; Brown & Graf, 2013).

2.2.3 Psychological Factors

Besides this critical criterion, psychological factors such as
self-control (Cobb-Clark, Kassenboehmer, & Sinning, 2016),
optimism, and personality traits (Brown & Taylor, 2014) have
been emerging as new sources for explanations because they
affect the way people make decisions. However, the influence
of psychological factors is not uniform across income, gender,
and life-cycle stage, as research has shown (Lim et al., 2011).
Several studies show that low-self-control people often have
low wealth accumulation or do not have enough money for
retirement (Strombéck, Lind, Skagerlund, Vastfjall, &
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Tinghog, 2017). Therefore, a high level of self-control is
likely to have a positive effect on savings behavior.

On the other hand, optimism can also be related to general
happiness. Optimistic people work harder, retire later, have
more trust in institutions, and possibly save more. The study
by Stromback et al. (2017) shows a positive effect of
optimism on saving behaviors. There are variations in the
effect of optimism in different samples and populations. There
is no doubt that emotion can influence our daily decisions,
especially when the choice between saving and consuming is
a dilemma and involves conflicting short-term and long-term
goals. However, van Overveld, de Jong, Peters & Schouten
(2011) propose that it is not the emotion per se but the coping
style when dealing with emotion (i.e., emotion regulation) that
plays an important role regarding financial decisions. It is
manifested as the ability to initiate or inhibit emotions when
needed. For example, if a person can control his or her
immediate emotions effectively, he or she will be less likely to
be affected by biased judgment.

2.2.4. Financial literacy among employees in developing
countries

Klapper, Lusardi, and Panos (2013) used a data-set panel from
Russia, an economy where household debt has risen at an
impressive pace, to explore the value of financial literacy and
its behavioral effects. The paper studies both the financial and
actual implications of financial analphabetism. While
consumer borrowing in Russia has increased very rapidly,
only 41 % of respondents demonstrate an understanding of
compounding interest, and only 46 % can address a simple
inflation question. Financial literacy is positively linked to
financial market participants and is negatively linked to the
use of informal borrowing sources. Also, individuals with
higher financial literacy are substantially less likely to
experience a negative income shock during 2009 and have a
higher availability of unspent income and a higher capacity to
spend. The connection between financial literacy and unspent
earnings availability was higher in 2009, indicating that
financial literacy can better equip people to deal with
macroeconomic shocks.

Bucher-Koenen and Ziegelmeyer (2011) examine how and to
what degree the financial crisis affects private households and
how this shock impacts their financial decisions. The analysis
reveals that individuals with low levels of financial literacy
are less likely to have invested in the stock. market and so
wealth losses are less likely to be published. But people with
poor financial literacy are more likely to sell their valuable
assets (and realize losses).

Bucher-Koenen and Ziegelmeyer (2014) find that with low
financial literacy, people are less likely to own risky assets
directly. Therefore, fewer of them report financial losses.
More importantly, financially illiterate households are more
prone to selling assets that have lost value. Therefore, losses
become permanent, and households do not participate in the
markets’ resurgence. The analysis by Brown, Evangelou, and
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Stix (2018) is based on anonymized survey data covering
households with differential exposures to the resolved banks:
uninsured deposits, subordinated debt, and equity holdings. In
line with money demand portfolio theory, the study finds that
households decreased their keeping of bank deposits
substantially in the interim aftermath of the crisis and raised
their cash holdings. This flight to cash was much stronger for
clients who experienced a bail-in of deposits or subordinated
debt than for households that held equity in the resolved banks
or did not suffer any financial loss. In the medium term,
however, the study finds no difference in depositor confidence
or intended money holdings between households that suffered
a bail-in and those that did not.

Musundi (2014) evaluates the financial literacy of real estate
investors investing in the real estate sector. The research also
explored the relationship between financial literacy and the
effects of various factors influencing investment decisions.
The study employs descriptive analysis and targets real
investors ranging from 140 to 115 real estate investors. The
research instrument was a questionnaire. From the results, the
degree of financial literacy was found to have a major effect
on the decision-making process for investors. The study
outlines that there is a need for decision-makers to have
adequate financial knowledge to achieve optimal results in
this dynamic decision-making climate. The study recommends
further study on the influence of inflation rates on investment
decision-making and ways to resolve any sudden losses due to
inflation.

Brown and Taylor (2014) explore the relationship between
personality characteristics and financial decision-making that
focuses on unsecured debt and assets. Personality
characteristics are categorized according to the taxonomy of
the "Big Five": open-mindedness, conscientiousness,
extraversion, agreeability, and neuroticism. The research
examines personality traits on average at the individual level
across couples and even within couples. The study finds that
certain personality traits, such as extraversion, are typically
correlated significantly with household finances in terms of
debt and asset rates retained, and the association is always
fairly increasing. The findings also indicate that the magnitude
and statistical significance of the relationship between
personality characteristics and household finances differ
across the various types of debt and assets held in the
household portfolio.

2.3 Theory: The Decision Theory

Warner propounded the principle of judgment in 1968 (Akims
& Jagongo, 2017). The principle refers to the attitudes and
actions of people. Decision theory focuses on two types,
which are defined as prescriptive and descriptive. The
prescriptive version asserts that a person should choose the
action that maximizes the utility predicted. The version of the
definition that asserts that an individual chooses the course of
action that maximizes the usefulness predicted. In these
instances, a decision-making mechanism supporting them can
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be very useful to reduce the risk of future losses due to poor
investment decisions (Kamau, 2013; Musundi, 2014;
Kipkirui, 2015). The investment decision-making process is a
critical process that relies on various factors that, due to the
unique nature of humans, can differ from person to person
(Musundi, 2014). When making decisions, people have
different judgements. Others make judgment-based decisions,
while others may consider making investment decisions based
on other factors, such as free-riding (cases where someone
else has made these decisions and succeeded). When making
investment decisions, management in the banking sector is
inevitably faced with highly complex factors that include
risks, choice overload, and ambiguity, and their ability to
make the correct choice depends on their financial literacy.

I11. METHODS

The study uses the multiple case study method, which enables
a researcher to closely examine the data within a specific
context (Zainal, 2007). In most cases, a case study approach
chooses its research subjects in a particular geographic area or
a very restricted number of individuals. Multiple case studies
examine and analyze current real-life phenomena in their true
essence through a thorough contextual study of a small
number of events or situations and their relationships (Yin,
2003). Singh and Masuku (2014, p. 54) describe the case
study research method as "an empirical investigation that
examines a contemporary phenomenon in its real-life context,
where the boundaries between phenomenon and context are
not evident and multiple evidence sources are used."

According to McDonough and McDonough (1997), case
study categories include interpretive and evaluative case
studies. Through interpretive case studies, the researcher aims
to interpret the data by developing conceptual categories and
supporting or challenging the assumptions made regarding
them. This study falls under the evaluation of multiple case
studies. In evaluative multiple case studies, the researcher
goes further by adding their judgment to the phenomena found
in the data. Within this study, the researcher develops a
conceptual model for the study and seeks to establish and
explain the relationship between financial literacy and
financial decisions among employees in some Ghanaian
banks.

The population of a study is the collection of all possible
individuals, objects, or measurements of interest (Mason,
2010). From Saunders, Lewis, and Thornhill (2019), the
population of the study is the full set of cases from which a
sample is taken. The study targets employees of Ghana
Commercial Bank (GCB) Bank Limited, Agricultural
Development Bank (ADB) Bank Limited, National
Investment Bank, Fidelity Bank, and Prudential Bank. The
distribution of the population is indicated in Table 1.
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Table 1: Population of the Study

Bank Population
GCB Bank Limited (2 Branches) 32
ADB Bank Limited (2 Branches) 28
National Investment Bank 11
Fidelity Bank 13
Prudential Bank 13
Total 97

Source: Field Survey (2021)

In all, a total of 97 employees were involved in the study. A
sample size of 97 employees was used for the study. The
census sampling technique was therefore used in selecting the
respondents. Census sampling is a method of sampling in
which the entire population is studied (Prabhat & Meenu,
2015). The study uses this sampling technique to ensure that
all respondents participate in the study. Kothari (2004)
stipulates that with the census sampling technique, there is an
elimination of sampling error.

The analysis employs the primary source of data. Primary data
is data collected during a study and obtained through direct
contact with respondents through the use of questionnaires. A
good part of making use of primary data is that it represents
the specific reason for the intended research (Basu, 2017). The
questions that were asked by the researcher are those about
the research and are of relevance to the study. The primary
data source for the study is a questionnaire designed by the

researcher. Primary data has been described as the most
efficient type of data source because it is connected directly to
the respondent (Basu, 2017).

A multidimensional test proposed by Vieira, Mendes-Da-
Silva, and Potrich (2016) was used to measure the level of
financial literacy, which comprises the four constructs
suggested by the OECD (2013): financial attitude, financial
conduct, financial education, and financial knowledge. A tool
prepared with the scales proposed by OECD/INFE (2016) as a
basis was used to measure financial attitude (but modified to
suit the situation). The financial attitude scale, which consists
of ten Likert-like five-point questions, is intended to decide
how the person views their financial management. The more
partially or wholly a respondent disagrees with the claims
made, the greater his or her financial attitude. Measures
suggested by O’Neill and Xiao (2012) and the OECD (2013)
were used to assess the actions taken by the respondents. The
scale consists of 27 Likert-like questions measuring the level
of financial conduct of individuals, each worth five points.
Nevertheless, the analysis used 10 out of the 27 questions.
The higher a respondent's frequency of her/his comments, the
better his/her financial management behavior.

For the level of financial literacy, the study adopted the one-
sample t-test analysis. The study adopts the multiple
regression model for the factors that determine financial
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literacy. The Multiple Regression Model is a statistical
method for analyzing a dataset in which there is one
independent variable that determines an outcome (Bacon-
Shone, 2015). The model is of the form:

Yi=o+ B+ g

Where Y, is the dependent variable in the year ‘t’, o is the
constant term, B is the coefficient of the independent variables
of the study, X; is the independent variables in the year 't, and
g; is the normal error term. The model estimate is indicated.

Financial Literacy= a + B; (socio-demographic factors) + B,
(psychological factors) + B3 psychosocial factors) + et....... 2

Bi is the separate coefficient of the independent variables; g, is
the error term usually distributed using zero and constant
variance. With the trend of the financial crisis indicators, the
study adopted the trend analysis. The study also adopted the
independent t-test analysis to examine the effect of financial
literacy on financial crises.

IV. FINDINGS AND DISCUSSIONS
4.1: Demographic Data of Respondents

This section presents the profile of the respondents, that is,
gender, age, working experience, and educational level. The
result is presented in Table 2.

Table 2: Demographic Data of Staffs

Questions Categories Number | Percentage
Gender Male 56 57.7
Female 41 423
Total 97 100.0
Age 16-20 years -- --
21-25 years 5 52
26-30 years 16 16.5
31-35 years 28 28.9
36-40 years 27 27.8
Above 40 years 21 21.6
Total 97 100.0
Educational Diploma/HND 2 24.8
Level
Degree 43 45
Masters 30 30.9
Doctorate/PhD -
Total 97 100.0
E%%rrli(ciarr]\%e Less than 5 years 12 12.4
5-10 years 27 27.8
11-15 years 28 28.9
More than 15 years 30 30.9
Total 97 100.0
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Marital Youth Married 62 63.9
Not Married 35 36.1
Total 97 100.0
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difference value to indicate low financial literacy (knowledge
acquisition) level. The results are presented in Table 3.

Table 3: Level of Financial Literacy (Knowledge Acquisition) of Employees

Source: Field Data (2021)

Results from Table 2 showed that out of the 97 respondents
who took part in the study, 56 (57.7%) were males, while the
remaining 41 (42.3%) were females. Even though the males
dominated the females in the study, the results are
representative since the males outnumber the females in the
banks.

In terms of age, the study had five (5.2%), indicating that they
were within the ages of 21-25 years. Employees who were
within the age limit of 26-30 years were 16 (16.5%). The
study also had 28 (28.9%) employees within the ages of 31—
35 years, 27 (27.8%) were within the ages of 36—40 years, and
21 (21.6%) had an age above 40 years. With the educational
level of respondents, the study found 24 (24.8%) having a
Diploma/HND certificate, 43 (45%) had a degree, and 30
(30.9%) had their masters.

On the working experience of the employees, it was observed
that 12 (12.4%) had worked less than five years, 27 (27.8%)
had worked for 6-10 years, 28 (28.9%) had worked for 11-15
years, and 30 (30.9%) had worked for 16 years and above.
The study also had 62 (63.9%) who were married and 35
(36.1%) who were not married.

4.2 Level of Financial
Indigenous Banks

Literacy among Employees of

The level of financial literacy was evaluated from two
perspectives: knowledge acquisition and the application
dimension. The knowledge acquisition test employees on
financial knowledge, financial education, and financial
attitude, and the application dimension explored the
respondent's knowledge level concerning inflation, interest
rates, the value of money over time, return, stock market,
credit, and investment.

4.2.1 Level of financial literacy

To evaluate the level of knowledge acquisition and financial
literacy of employees, the study adopted the one-sample t-test.
The one-sample t-test determined whether the sample mean
was statistically different from a known or hypothesized
population mean. Each dimension of knowledge acquisition
(financial education, financial attitude, and financial behavior)
was evaluated with five questions. The questions were
aggregated to constitute the dimensions. The questions were
evaluated based on a five-likert scale. In this study, the test
value is set at four since the minimum value for a response to
agree on a construct is four. The decision is that the study
needs to achieve a significant value (p-value) less than the
significance level of 0.05. At this moment, the study is said to
be statistically significant. Once signed, the study needs to
register a positive mean difference value to indicate high
financial literacy (knowledge acquisition) or a negative mean

95% Confidence Interval
Sig.
Mean
t df (2- Difference Lower Upper
tailed)
Test value = 4
Financial 13.099 | 96 | 0.000 04157 | 04102 | 04211
Education
Financial
Attitude 11.098 | 96 | 0.000 0.0906 0.0561 | 0.1251
Financial 8.923 | 96 | 0.000 0.0326 0.0134 | 0.0518
Behaviour

Source: Field Survey (2021)

As indicated in Table 3, all variables were significant at the
0.05 significance level and registered positive mean values.
Financial education registered a positive and significant mean
difference (sig = 0.000, mean difference = 0.4157) with
confidence interval values of 0.4102 and 0.4211. The positive
mean difference implies a high financial literacy level on
knowledge acquisition of the employees. The implication is
that the study is 95% confident that the mean values for
financial education are positive and e between 4.4102 (4 +
0.4102) and 4.4211 (4 + 0.4211).

In terms of financial attitude, the significance value achieved
was 0.000 (which is less than the significance level of 0.05).
The mean difference value is 0.0906. The positive mean value
achieved is an indication that employees' level of financial
attitude was high. The study is, therefore, 95% confident that
employees' level of financial attitude is high, with mean
values ranging between 4.0561 and 4.1251. Similarly, the
results indicated a high level of employees' financial behavior.
This is because; a mean difference of 0.0326 was achieved
with a significance value of 0.000. The 95% confidence
means values range from 4.0134 and 4.0518

4.2.2 Application Dimension

As already enumerated, this aspect of financial literacy
explored the respondent's knowledge level concerning
inflation, interest rates, the value of money over time, assets
return, stock market.

Table 4: Level of Financial Literacy on Application Dimension

Correct

Incorrect

Don’t Know

www.rsisinternational.org

Category Answer Answer Response Total
Interest Rate | 20 (20.6%) 46 (47.4%) 31 (32.0%) 97 (100%)
Inflation 27 (27.8%) 36 (37.1%) 34 (35.1%) 97 (100%)
Time Value
of Money 33 (34.0%) 31 (32.0%) 33 (34.0%) 97 (100%)
Stock Market | 21 (21.7 %) 37 (38.1%) 39 (40.2%) 97 (100%)
Assets 34(35.1%) | 31(32.0%) | 32(32.9%) | 97 (100%)
returns
485
Mean Score | 135(27.8%) | 181(37.3%) | 169 (34.9%) (100%)
Source: Field Survey (2021)
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The first question measures numeracy, or the capacity to do a
simple calculation related to the compounding of interest
rates. In response, only 20.6% of the employees got the
correct answer, with the majority of them (47.4 %) failing.
The study also had 32.0% of the respondents who indicated
that they did not know the solution to the question. In
conclusion, the study had only 20.6 % of the employees who
could do a simple calculation related to the compounding of
interest rates and make meaning out of that.

The second question measures the understanding of inflation,
again in the context of a simple financial decision. The results
indicated that only 27 (27.8 %) could answer the question
correctly. Of the remaining employees, 36 (37.1 %) gave
incorrect answers, and 34 (35.1 %) indicated that they did not
know the solution. In summary, only 27.8 % of the employees
could do a simple calculation relating to inflation. In terms of
time value for money, 33 (34%) of the employees answered
correctly, compared to 31 (32%) who answered incorrectly.
Also, the study found 34 % of the employees who responded
that they did not know.

The stock market-related question proved to be a very
challenging question for the respondents. Among all the
survey questions, this is where employees performed poorly.
Only 21 (21.7 %) of those polled correctly answered the
question, 37 (38.1 %) incorrectly, and 39 (40.2 %) said they
didn't know. Similarly, for asset returns, 34 (35.1 %) of the
employees gave correct answers, 31 (32 %) gave wrong
answers, and 32 (32.9 %) indicated that they did not know.

On average, only 27.8 % of the employees had at least one of
the application dimensions of financial knowledge correct,
with 37.3 % of the employees who could not do simple
calculations concerning interest rates, inflation, time for
money, stock market returns, and investment. Surprisingly,
34.9 % of employees expressed their ignorance by simply
stating that they did not know. Hence, only about one-fourth
of the employees can be said to understand at least a simple
calculation concerning interest rates, inflation, time for
money, stock market and assets returns.

4.3 Factors impacting Financial Literacy among Employees
in the Indigenous Banking Sector

The binary logistic regression analysis was used to estimate
(the crude and adjusted odds ratio) the independent
contribution of socio-demographic factors (gender, age),
psychosocial factors (educational level, work experience,
marital status), and psychological factors (self-confidence,
self-control, and emotion) to financial literacy. All statistical
tests were subjected to a significance level of 0.05.

Table 5: Omnibus Test of Model Coefficients
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The significance value of 0.000 achieved indicate that the
model is significant. This is because the p-value of 0.000 is
less than the significance level of 0.05.

Table 6: Model Summary

Step -2 Log likelihood COXS& Snell R Nagelkerke R
quare square
1 37.899 0.516 0.538

Source: Field Survey (2021)

From the summary in Table 6, the value of the Nagelkerke R?
is preferred because it is widely used by researchers. The
value of 0.538 recorded indicate that the model accounts for
53.8 % of the variance of improvement in financial literacy.

Table 7: Variables in the Equation

B S.E | Wald | Sig. | Exp(B)

Stlep Sex 0.190 | 0.067 | 0.917 | 0.612 | 0.098
Age 1.009 | 0.083 | 5.890 | 0.000 | 1.019

Educational level | 1.487 | 0.310 | 6.130 | 0.000 1.307
emrrlu(elﬂge 1.683 | 0.198 | 6.981 | 0.000 | 1.593

Marital Status 0.005 | 0.303 | 0.062 | 0.212 | 1.005

Self-confidence 1.113 | 0.393 | 4.982 | 0.000 | 1.013

Self-control 1.276 | 0.219 | 4.978 | 0.000 1.195
Emotions 1.017 | 0.521 | 6.067 | 0.000 1.178
Constant 0.845 | 0.661 | 5.143 | 0.000 | 0.919

Chi-square Df Sig
Step 1 Step 101.871 6 0.000
Block 91.987 6 0.000
Model 93.456 6 0.000

Source: Field Survey (2021)

a. Variable(s) entered on step 1: gender, age, educational level,
working experience, marital status, self-confidence, self-control,
and emotion

Source: Field Survey (2021).

The Wald test tests the effect of individual predictors while
controlling for other predictors. At the 0.05 significance level,
six variables (age, educational level, working experience, self-
confidence, self-control, and emotion) were significant. This
implies that age, educational level, working experience, self-
confidence, self-control, and emotions contribute to the
model. However, gender and marital status were non-
significant at the 0.05 significance level. The implication is
that gender and marital status are not predictors of employee
financial literacy.

The model equation is therefore written as:

Financial Literacy = 0.845 + 1.009 = Age + 1.487 *
Educational Level + 1.683 * Working Experience +
1.113 * Self — confidence + 1.276 * Self — control +
1.017 * Emotions + ¢

From the results, age predicts financial literacy by 1.009,
educational level predicts financial literacy by 1.487, and
working experience predicts financial literacy by 1.683.
Similarly, self-confidence predicts financial literacy by 1.113,
self-control predicts financial literacy by 1.276, and emotions
predict financial literacy by 1.017.
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V. DISCUSSION OF FINDINGS

The level of financial literacy was evaluated from two
perspectives; knowledge acquisition and the application
dimension. From the findings, employees were found to have
high levels of financial knowledge, financial education, and
financial attitude. The study, however, contradicts earlier
findings. For example, research conducted among Ghanaians
in 2009 shows that the level of personal finance is about 38%,
indicating that it is extremely low (Mireku, 2015). In another
development, Sarpong-Danquah, Gyimah, Poku, and Osei-
Poku indicated that, on average, employees lack financial
knowledge, especially about insurance. It has also been found
that less than 20% of households in Ghana have access to
financial services (Gyabaah, 2009). Chowa, Despard, and
Osei-Akoto (2012) reveal a very low level of financial
knowledge among the youth in Ghana.

On average, only 27.8 % of the employees had at least one of
the application dimensions of financial knowledge correct,
with 37.3 % of the employees who could not do simple
calculations concerning interest rates, inflation, time for
money, stock market returns, and investment. Surprisingly,
34.9 % of employees expressed their ignorance by simply
stating that they did not know. Hence, only about one-fourth
of the employees can be said to understand at least a simple
calculation concerning interest rates, inflation, time for
money, stock market returns, and investment. Similar findings
have been indicated earlier. According to a study on
individual financial applications conducted by Inganga,
Ombui, Tirimba, and Njeru (2014), there is a deficiency in
financial literacy applications among employees.Generally,
the ordinary employee who has completed school lacks basic
financial skills, and so most of these graduates are not ready
to discuss financial matters (Johnson & Sherraden, 2007).

The results indicate that age, educational level, working
experience, self-confidence, self-control, and emotions predict
financial literacy. However, gender and marital status were
not predictors of financial literacy among the employees. The
results, however, contradicted previous findings. For instance,
some studies have argued that men perform better in literacy
tests than women (Goldsmith, Goldsmith, & Heaney, 1997;
Lusardi & Mitchell, 2006; Mandell, 2009; Monticone, 2010;
Almenberg & S&ve-Soderbergh, 2011). According to
Goldsmith and Goldsmith (1997), women get worse grades
than men on their assessment tests since women are not very
much interested in investment and personal finance issues.
The findings also contradicted a report by Baidoo, Boateng,
and Amponsah (2018), who also made it clear that, as far as
markets and investments are concerned, men are more
knowledgeable than women. Several studies find that
financial literacy varies by gender (Rooij, Lusardi, & Alessie,
2011; Hung, Parker, & Yoong, 2013; Kadoya & Khan, 2016).

The result indicates that the increase in age predicts financial
literacy by 1.009 times. The result conforms to earlier
findings. Previous findings indicate that age is an important
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determinant because people learn from previous mistakes
(Potrich et al., 2014; Aluodi, Njuguna, & Omboi, 2017) and
eventually become more knowledgeable over time. Other
studies have found a non-linear relationship between age and
financial literacy, with younger people having lower financial
literacy than older people (Lusardi & Mitchell, 2014; Lusardi,
Mitchell, & Curto, 2010).

With regard to working experience, the study indicates that
working experience predicts financial literacy such that an
increase in working experience will result in an improvement
of financial literacy by 1.683 times. Similarly, the educational
level predicts financial literacy by 1.487 times. In conformity
with previous findings, studies have found that individuals
who have completed university are more likely to be
financially well-informed than those with low levels of
education (Almenberg & Save-Sdderbergh, 2011; Lusardi &
Mitchell 2018).

The results also indicate that self-confidence predicts financial
literacy by 1.113, self-control predicts financial literacy by
1.276, and emotions predict financial literacy by 1.017.
Previously, it has been found that psychological factors such
as self-control (Cobb-Clark, Kassenboehmer, & Sinning,
2016) and self-confidence (Lim, Hanna, & Montalto, 2011)
predict financial literacy. In conformity, Akhtar et al (2017)
reports that investor behavior was influenced by psychological
factors such as precaution, conservatism, under confidence,
informational inferiority complex, and optimism. Low self-
control individuals frequently accumulate little wealth or do
not have enough money for retirement (Strombéck, Lind,
Skagerlund, Vastfjall, & Tinghdg, 2017). The study by
Strombéck et al. (2017) also shows a positive effect of
optimism on saving behaviors.

The results indicate that capital adequacy, asset quality, and
liquidity were indicators of financial crises in the banking
sector. The results indicated that maintaining adequate capital
adequacy reduces the risk of financial crises in the banking
sector. Also, a bank with adequate capital adequacy tends to
withstand the risk of financial crises, and having adequate
assets implies that the bank has sufficient assets to expand its
activities. Previously, Majumder & Nag (2015) indicated that
meeting the statutory minimum capital requirement is the
critical factor in capital adequacy and that maintaining capital
is an indicator of financial crisis. Also, the adequacy of its
assets confirms that the bank has sufficient assets to expand
its activities, while at the same moment, its net value is
sufficient to absorb economic slumps without becoming
insolvent (Bothra, 2018). It has also been found that
decreasing asset values are having an adverse effect, as losses
are eventually deducted from the capital, which ultimately
impacts the bank's income capacity (Gupta, 2014). According
to Rostami (2015), poor asset quality is the primary cause of
most bank failures. Bothra (2018) stresses that the asset
quality indicators highlight the use of non-performing loan
(NPL) ratios, which is a proxy for financial crisis.
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There is a positive and significant correlation between
financial literacy and financial crises. The possibility of better
financial literacy will lead to a decline in financial crises in
the banking sector, such that financial literacy explains a
10.8% decline in financial crises. Kimball and Shumway
(2010) say that the most likely explanation for this is that
more financially trained investors are better informed and,
therefore, better at managing their portfolios. For instance,
Dhar and Zhu (2006) show, for sophisticated investors, that
they exhibit a lower disposition effect. Thus, individuals with
higher financial literacy are more likely to apply these
strategies. Other studies such as McArdle, Smith, and Willis
(2011) and van Rooij, Lusardi, and Alessie (2011) found that
financial literacy decreases the possibility of financial crises.
The analysis by Brown, Evangelou, and Stix (2018) also
supported the finding that financial literacy has an inverse
relationship with financial crises. In another development,
Bucher-Koenen and Ziegelmeyer (2014) found that people
with low financial literacy are less likely to own risky assets
directly. Therefore, fewer of them report financial losses.
Bucher-Koenen and Ziegelmeyer (2011) examined how and to
what degree the recent financial crisis affects private
households and how this shock impacts their financial
decisions. The analysis reveals that individuals with low
levels of financial literacy are less likely to have invested in
the stock.

VI. CONCLUSION

From the findings, employees were found to have high levels
of the knowledge acquisition dimension of financial literacy
but low levels in the application dimension. Age, educational
level, working experience, self-confidence, self-control, and
emotional control were found to predict financial literacy.
However, gender and marital status were not predictors of
financial literacy among the employees. Indicators of financial
crises in the banking sector were found to be capital adequacy,
asset quality, and liquidity. The possibility of better financial
literacy was found to lead to a decline in financial crises.

VIl. RECOMMENDATIONS

First, it is recommended that managers of banks focus on
financial literacy training that centers on the application
dimension of financial literacy. Training should focus on
knowledge of calculations concerning interest rates, inflation,
time value for money, and the stock market.

In addition, the government and appropriate bodies should
include financial literacy courses in the educational
curriculum of schools and higher learning institutions to
adequately prepare students for the financial world. When
making recruitments into the banking sector, it is also
recommended that factors such as age, educational level, work
experience, self-confidence, self-control, and emotional
control be considered. This is because these factors predict the
financial literacy of respondents. It is recommended that
regulatory bodies such as the Bank of Ghana and the Security
and Exchange Commission need to intensify the education of
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financial literacy in the country. Since the improvement of
financial literacy improves the banking sector by reducing the
risk of financial crises, it is suggested that management try all
means to ensure that the adoption and implementation of
strategies to increase the financial literacy of their workers are
prioritized. Since this study took place in the Sunyani
Municipality, it is suggested that other studies be conducted in
different districts and regions to either confirm or refute these
findings. Possibly, there could be an environmental bias in the
study. Also, the study was limited in the research instruments
used; only a questionnaire was adopted. Future research could
adopt a more participatory-oriented study through the
adoption of both surveys and interviews.

The study suggests that further research should be done on the
challenges to the effective implementation of stress
management strategies in the municipality. This will help
stakeholders in the insurance sector devise appropriate means
to curb the problems and maintain adequate stress in the
sector.
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