= Journal DOI: 10.36713/epra1013 | SJIF Impact Factor (2026): 8.748 ISSN: 2347-4378
&} EPRA International Journal of Economics, Business and Management Studies (EBMS)
Volume: 13 | Issue: 5| May 2026 -Peer-Reviewed Journal

IMPACT OF FINANCIAL LITERACY ON SAVING
HABITS IN URBAN LUCKNOW

Shubhangi Dwivedi!, Dr. Manoj Pandey?

'Research Scholar, Amity Business School, Amity University, Lucknow
’Professor, Amity Business School, Amity University, Lucknow

Article DOI: https://doi.org/10.36713/epra27491
DOI No: 10.36713/epra27491

/ ABSTRACT

Urban households in developing cities are required to manage rising living costs, digital payments, and
increasingly diverse financial products. This paper examines how financial literacy influences saving habits
among the general urban population of Lucknow. It arques that saving behavior is shaped not only by income but
also by the ability to budget, understand interest, compare products, and prepare for financial risk. Recent
Lucknow-based studies suggest that financial literacy remains moderate for many residents, while only a smaller
proportion show strong understanding of compound interest, inflation, and diversification. At the same time,
household spending patterns show that a major share of income is absorbed by essentials, leaving limited room for
disciplined saving. The paper develops a conceptual framework that connects financial literacy with saving
frequency, saving amount, formal financial participation, and emergency fund creation. A Lucknow-specific
research plan is also proposed using survey data, literacy scoring, and regression analysis. The paper concludes
that financial literacy can improve household resilience and support more stable saving behavior in urban
Lucknow.
KEYWORDS: Financial Literacy, Saving Habits, Urban Households, Lucknow, Household Finance,
financial behavior j

1. INTRODUCTION

Urban households now make financial decisions in a setting marked by inflation, digital banking, easy credit, and
growing consumer choice. In Lucknow, this environment is visible in the way families manage rent, food,
education, transport, savings, and future aspirations. Saving has therefore become more than a matter of income
alone; it depends on whether households are able to understand financial options and make informed choices.
Financial literacy plays a central role in this process because it supports budgeting, comparison of financial
products, and long-term planning.

Lucknow is a particularly meaningful setting for this study because it is a large and growing urban centre where
banking access is improving, but understanding of financial concepts is still uneven. Many people are familiar
with routine banking and digital payments, yet fewer understand the deeper ideas that support disciplined saving,
such as the effect of compound interest, inflation, and risk diversification. As a result, households may use
financial services without fully benefiting from them. The present paper examines how financial literacy
influences saving habits in urban Lucknow and why this relationship matters for families, banks, educators, and
policymakers.

2. OBJECTIVES OF THE STUDY

The study has five objectives. It seeks to explain the meaning of financial literacy in an urban household setting.
It aims to describe the saving habits of Lucknow's general population. It explores the ways in which financial
knowledge shapes saving discipline. It proposes a practical framework for measuring the effect of literacy on
savings. It also suggests educational and policy measures that may improve financial capability among urban
households.

3. RESEARCH QUESTIONS

This study is guided by five questions. What is the present level of financial literacy among urban residents of
Lucknow? How do households in the city manage savings while facing everyday financial pressures? Through
which pathways does financial knowledge improve saving outcomes? Which research design is most appropriate
for measuring the effect of literacy on savings? What kind of financial education initiatives can strengthen saving
habits locally?
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4. REVIEW OF LITERATURE

Recent research shows that financial literacy is closely associated with better financial behavior. Studies published
in 2024 and 2025 suggest that financially literate people save more regularly, use formal financial products more
effectively, and prepare better for future needs. Lusardi and Mitchell (2024) argue that financial education
improves retirement planning, budgeting, and long-term decision-making. Their work also shows that even
modest training can produce noticeable improvements in household saving behavior.

Research from India follows a similar pattern. Urban youth and working adults with stronger financial knowledge
tend to hold a larger share of income in formal savings than those with weaker understanding. Studies on Uttar
Pradesh show that urban residents usually perform better than rural households because of greater access to banks
and digital services, but many still remain at a basic level of literacy. This means that access alone is not enough;
knowledge is needed to convert access into better outcomes.

Lucknow-specific studies are especially relevant. Research on adults in Lucknow suggests that only about one-
third of respondents can be considered highly financially literate, while most fall into the moderate range. These
findings imply that many people know how to use banking services but may not fully understand how to save
efficiently. Other studies on young adults and students in Lucknow show similar gaps in numeracy, planning, and
confidence in money decisions. The literature therefore supports a clear idea: financial literacy encourages saving,
but the strength of the effect depends on how much knowledge is actually applied in daily life.

5. CONCEPTUAL FRAMEWORK

The conceptual framework of this paper treats financial literacy as the independent variable and saving habits as
the dependent variable. Financial literacy is understood through three dimensions: knowledge, attitude, and
behavior. Knowledge includes understanding of interest, inflation, budgeting, and financial products. Attitude
refers to the willingness to plan for the future rather than focus only on present consumption. Behavior refers to
the actual use of financial knowledge in day-to-day money decisions.

Saving habits are observed through the amount of income saved, the regularity of saving, the type of saving
instruments used, and the presence of emergency funds. The relationship between financial literacy and savings
is shaped by income, education, age, gender, family size, and digital access. In simple terms, better financial
literacy helps households budget more carefully, identify surplus income, and save in a more structured way. This
leads to greater financial security and better readiness for unexpected events.

6. FINANCIAL LITERACY IN LUCKNOW

Lucknow has access to banks, digital payments, and formal financial services, but understanding of these services
is not equally strong across households. Many adults can manage routine transactions, yet still struggle with ideas
such as compounding, risk, and long-term planning. This creates a gap between access and meaningful use.

Household spending in Lucknow shows that a large portion of income is used for essentials such as food, housing,
education, and transport. Because of this, only a limited amount often remains for saving. In this situation,
financial literacy becomes important because it helps households use their surplus wisely. Families with better
financial understanding are more likely to place savings in formal instruments such as deposits and recurring
accounts, while those with weaker understanding may depend on cash, jewelry, or informal methods that do not
always support disciplined saving.

7. SAVING HABITS OF URBAN LUCKNOW HOUSEHOLDS

Saving habits in Lucknow differ widely from one household to another, but one common pattern is that saving is
often irregular. Some families save every month, while others save only when money is left over after expenses.
In general, households with stronger financial literacy are more likely to save consistently, maintain emergency
reserves, and use formal saving instruments.

Where financial literacy is weak, saving tends to be unplanned. Households may keep money at home, spend it
on immediate needs, or delay saving until income improves. This creates vulnerability when sudden expenses
arise. Financially informed households, by contrast, are more likely to separate savings from spending, set goals
for education or housing, and protect their money through bank-based instruments. This difference shows how
strongly saving behavior is linked with financial understanding.
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8. HOW FINANCIAL ILLITERACY SHAPES SAVING

Financial illiteracy weakens saving habits in several ways. It reduces the quality of budgeting because households
may not clearly separate essential spending from unnecessary spending. It also makes it harder to understand
inflation, compound interest, and the growth potential of savings. As a result, people may focus too much on
immediate needs and too little on future security.

In urban Lucknow, this can be seen when households agree that saving is important but still fail to build a regular
saving habit. The problem is not always low income; in many cases, it is weak financial understanding. When
people do not understand how savings grow or why formal instruments matter, they are less likely to save in a
disciplined way. Financial literacy therefore works as a practical safeguard against poor financial behavior.

Figure 1. Financial Literacy and Saving Habits in Urban Lucknow

Figure: Financial Literacy and Saving Habits in Urban Lucknow
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9. RESEARCH PLAN FOR LUCKNOW

A future empirical study on this topic can be carried out through a cross-sectional survey of urban households in
Lucknow. A sample of around 300 to 400 respondents can be selected using stratified sampling so that different
income groups, age groups, and education levels are represented. The questionnaire should include sections on
demographic profile, financial literacy, saving habits, and financial attitudes.

Financial literacy may be measured through short questions on budgeting, inflation, interest, savings products,
and risk management. Saving habits may be measured through saving frequency, share of income saved, type of
saving instrument used, and presence of emergency funds. After data collection, descriptive statistics, correlation
analysis, and regression analysis can be used to examine whether higher literacy leads to better saving behavior.
This design would provide useful evidence on the relationship between financial literacy and household savings
in Lucknow.

10. HYPOTHESES

The study may test three hypotheses. First, financial literacy has a positive and significant effect on saving habits
in urban Lucknow. Second, households with higher literacy are more likely to use formal saving instruments.
Third, financial literacy improves emergency preparedness among households. These hypotheses can be tested
through survey data and statistical analysis.

11. CONCLUSION

Financial literacy is an important factor in shaping saving habits among urban households in Lucknow. The
evidence suggests that many residents have moderate financial knowledge, but this alone is often not enough to
support strong saving discipline. Households that understand budgeting, inflation, and financial products are better
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able to save regularly and prepare for future needs. Financial illiteracy, on the other hand, weakens planning and
encourages irregular saving.

For

a city like Lucknow, where families must balance current expenses with long-term aspirations, financial

education can make a meaningful difference. Practical training in budgeting, savings, and financial product
selection can help households become more resilient and financially secure. This makes financial literacy not only
a personal skill but also an important development issue for the city as a whole.
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