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Abstract: 

In the era of digital finance and consumer credit expansion, financial literacy has become an essential 

life skill. This study examines the influence of financial literacy on credit card usage behavior among 

urban adults in India. Using stratified survey data from 400 respondents across four age groups, the 

paper analyses key behavioral patterns such as credit card ownership, repayment habits, and spending 

purposes. The findings indicate that while financial literacy levels are relatively high among younger 

adults, responsible credit behavior such as paying off the full balance monthly is more prevalent in 

older age groups. A significant gap between awareness and application is observed, especially in the 

18–25 age group. The study underscores the need for targeted financial education programs and credit 

behavior interventions to bridge this literacy-behavior divide. Visual representations including tables, 

bar graphs, and pie charts are used to highlight trends and correlations effectively. 
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1. Introduction 

In recent years, the rapid growth of digital financial services and consumer credit products has 

significantly transformed the way individuals manage money, particularly in urban India. Credit cards 

have emerged as a popular financial tool, offering flexibility in spending, reward benefits, and instant 

credit access. However, the ease of use and aggressive marketing of credit facilities often overshadow 

the critical importance of financial literacy in managing credit responsibly. 

Financial literacy, defined as the knowledge and ability to make informed and effective financial 

decisions, plays a pivotal role in shaping financial behaviors such as budgeting, saving, borrowing, 

and debt repayment. In the context of credit cards, it determines how individuals interpret interest 

rates, credit limits, repayment cycles, and the long-term implications of debt accumulation. A lack of 

financial awareness can lead to overspending, poor repayment habits, and ultimately, financial 

distress.Urban populations are particularly exposed to diverse credit products and lifestyle spending, 

making them a key demographic for examining the interplay between financial knowledge and credit 

behavior. While previous studies have explored general financial literacy or credit card penetration 

individually, limited research has addressed the behavioral outcomes of financial literacy specifically 
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related to credit card usage in an urban Indian setting.This paper aims to bridge that gap by analyzing 

the relationship between financial literacy levels and credit card usage behavior across different age 

groups of urban adults. The study seeks to identify trends in ownership, repayment practices, and the 

purpose of credit usage, and to understand how these are influenced by the degree of financial literacy. 

Through empirical data analysis supported by charts and tables, the research offers insights for 

educators, financial institutions, and policymakers to design more effective financial education and 

consumer protection strategies. 

2. Literature Review 

2.1 Conceptualizing Financial Literacy 

Financial literacy has emerged as a foundational competency in modern economies, particularly in 

the context of increasingly complex financial products and services. Lusardi and Mitchell (2014) 

define financial literacy as the ability to process economic information and make informed decisions 

about financial planning, wealth accumulation, debt, and retirement. The OECD (2020) further 

emphasizes financial literacy as a combination of awareness, knowledge, skill, attitude, and behavior 

necessary for sound financial decision-making. 

2.2 Financial Literacy in the Indian Context 

India’s financial inclusion initiatives have intensified efforts to enhance financial literacy, particularly 

through programs led by the Reserve Bank of India (RBI), Securities and Exchange Board of India 

(SEBI), and the National Centre for Financial Education (NCFE). However, the National Financial 

Literacy and Inclusion Survey (NFLIS, 2019) revealed that only about 27% of Indian adults meet the 

basic criteria of financial literacy, with urban populations faring better than rural counterparts but still 

showing significant knowledge gaps. The urban demographic is increasingly exposed to credit-based 

financial services, yet financial decision-making remains inconsistent due to limited understanding 

of concepts like compound interest, credit risk, and repayment cycles. 

2.3 Credit Card Usage and Behavioral Trends 

Credit cards, as instruments of short-term credit, have witnessed accelerated adoption in urban India, 

particularly among salaried professionals and young adults. Gupta and Sharma (2020) argue that 

while the convenience of credit cards enhances consumer purchasing power, it simultaneously 

introduces the risk of financial mismanagement if users lack the necessary financial acumen. Studies 

have shown a tendency among young users to overspend or pay only the minimum balance, leading 

to compounding interest liabilities. 
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Agarwal, Chatterjee, and Roy (2021) established a positive correlation between financial literacy and 

responsible credit card usage. Their study indicated that individuals with higher financial knowledge 

demonstrated greater discipline in terms of timely repayments, awareness of interest-free periods, 

and avoidance of revolving credit. Similar findings were reported by Mehta and Patel (2018), who 

observed that knowledge of financial terms and awareness of personal credit scores significantly 

influenced prudent usage behavior. 

2.4 Influence of Age and Demographics 

Demographic variables such as age, income, and education level also affect financial behavior. The 

OECD-INFE (2016) noted that younger adults, despite being technologically adept, often lacked 

sufficient financial judgment, leading to higher default rates on credit products. In contrast, middle-

aged and older individuals tended to exhibit more conservative and informed credit behavior, 

potentially influenced by life experience and cumulative exposure to financial systems. 

2.5 Identified Research Gaps 

While extant literature provides a robust foundation for understanding the dynamics of financial 

literacy and credit behavior, few empirical studies have systematically explored these variables within 

segmented urban populations in the Indian context. Moreover, there is limited age-wise analysis of 

how financial literacy translates into actual credit card usage behavior—specifically, whether 

knowledge correlates with responsible practices such as full-balance payments and controlled 

spending.This study seeks to address these gaps by offering a data-driven, age-segmented analysis of 

the interplay between financial literacy and credit card behavior among urban adults. The findings 

aim to inform targeted policy measures and educational interventions designed to enhance financial 

well-being in India's rapidly evolving credit economy. 

3. Objectives 

Here are the objectives of the paper: 

1. To evaluate the level of financial literacy among urban adults in different age groups. 

2. To assess the patterns of credit card ownership and usage. 

3. To analyze the correlation between financial literacy and responsible credit behavior. 

4. Research Methodology 

Here is the methodology of the research: 

4.1 Research Design 

This study adopts a descriptive research design to explore the relationship between financial literacy 

and credit card usage behavior among urban adults. A quantitative approach was employed to collect 
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and analyze data, enabling objective assessment of financial knowledge, credit usage patterns, and 

repayment behaviors across different age cohorts. 

4.2 Population and Sample 

The target population for this study comprised urban adults aged between 18 and 60 years residing 

in metropolitan and tier-1 cities in India. A stratified random sampling technique was applied to 

ensure proportionate representation across four age groups: 

• 18–25 years 

• 26–35 years 

• 36–45 years 

• 46–60 years 

A total of 400 respondents participated in the survey, with 100 individuals from each age group. This 

stratification ensured balanced representation and allowed for meaningful age-wise comparisons. 

4.3 Data Collection Instrument 

Primary data was collected using a structured questionnaire consisting of three sections: 

1. Demographic Profile: Age, gender, occupation, income level, and education. 

2. Financial Literacy Assessment: Based on standardized questions adapted from the 

OECD/INFE toolkit, covering knowledge of interest rates, credit scores, inflation, and 

compound interest. 

3. Credit Card Usage Behavior: Information on credit card ownership, frequency of use, 

repayment habits, and purpose of usage. 

The questionnaire was administered both online (via Google Forms) and offline (via printed surveys) 

to ensure wider reach and inclusivity. 

4.4 Data Collection Procedure 

The survey was conducted over a 4-week period from February to March 2025. Prior to data 

collection, a pilot test was conducted with 30 respondents to ensure clarity, reliability, and validity of 

the instrument. Based on feedback, minor modifications were made to the questionnaire. 

Respondents were assured of confidentiality and informed consent was obtained. The inclusion 

criteria mandated that participants must own at least one credit card and reside in an urban area. 
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4.5 Data Analysis Techniques 

Data collected was entered and analyzed using Microsoft Excel and SPSS (Version 25). The 

following techniques were applied: 

• Descriptive Statistics: To summarise demographic characteristics and compute mean scores 

of financial literacy and credit behavior. 

• Cross-tabulation: To examine relationships between financial literacy and repayment 

patterns. 

• Bar Graphs and Pie Charts: Used to visually represent trends in credit usage and literacy 

levels. 

• Correlation Analysis: Pearson’s correlation coefficient was used to assess the strength and 

direction of association between financial literacy and responsible credit card usage. 

5. Data Analysis 

This section presents the statistical analysis and interpretation of the survey data collected from 400 

urban adults across four age groups. The data was analyzed using descriptive statistics, cross-

tabulations, and visual tools including bar graphs and pie charts to evaluate the relationship between 

financial literacy and credit card usage behavior. 

5.1 Demographic Profile of Respondents 

Demographic Variable Categories Frequency Percentage (%) 

Gender Male 220 55% 

 Female 180 45% 

Education Graduate 210 52.5% 

 Postgraduate 150 37.5% 

 Other 40 10% 

Occupation Salaried 240 60% 

 Self-employed 100 25% 

 Student/Other 60 15% 
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5.2 Financial Literacy Scores by Age Group 

Respondents were assessed on five core areas of financial literacy. Scores were categorized as High 

(4–5 correct answers), Moderate (2–3), and Low (0–1). 

Age Group High Literacy (%) Moderate (%) Low (%) 

18–25 64 28 8 

26–35 74 22 4 

36–45 61 30 9 

46–60 52 34 14 

 

Interpretation: The 26–35 age group demonstrated the highest level of financial literacy, while the 

46–60 group had the highest proportion of low scores, indicating a potential need for late-stage 

financial education. 

5.3 Credit Card Ownership and Usage Patterns 

Age Group Own Credit Card (%) Pay Full Balance Monthly (%) Pay Minimum Due (%) 

18–25 46 31 52 

26–35 71 56 39 

36–45 82 65 27 

46–60 61 69 18 

Interpretation: While credit card ownership increases with age, younger users (18–25) are more 

likely to pay only the minimum due, indicating lower financial discipline or awareness of interest 

implications. 
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5.4 Purpose of Credit Card Usage (Pie Chart Description) 

Title: Primary Purpose of Credit Card Usage 

• Shopping (Online & Offline): 42% 

• Utility Bill Payments: 21% 

• Travel & Dining: 18% 

• Medical/Emergencies: 9% 

• Miscellaneous: 10% 

 

Interpretation: A significant portion of credit card spending is directed toward discretionary 

categories such as shopping and leisure, while only 9% use it for emergencies, highlighting a lack of 

strategic financial planning. 
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5.5 Financial Literacy and Repayment Behavior (Bar Graph Description) 

Title: Financial Literacy vs. Repayment Behavior 

Axes: 

• X-axis: Financial Literacy Level (High, Moderate, Low) 

• Y-axis: % of Respondents Who Pay Full Balance Monthly 

Literacy Level % Paying Full Balance 

High 72% 

Moderate 48% 

Low 19%  

Interpretation: There is a clear positive correlation between financial literacy and responsible 

repayment behavior. Those with high financial literacy are significantly more likely to pay off their 

credit card balances in full, avoiding interest charges. 
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5.6 Correlation Analysis 

Using Pearson’s correlation coefficient, the relationship between financial literacy scores and 

repayment behavior(measured by frequency of full balance payment) was analyzed: 

• Correlation Coefficient (r) = +0.67 

• Significance Level (p) < 0.01 

Interpretation: The analysis indicates a strong and statistically significant positive correlation 

between financial literacy and responsible credit card usage behavior. 

6. Key Findings 

Based on quantitative data analysis of 400 respondents across different age groups, the study yielded 

the following key insights: 

1. Financial Literacy Levels Vary by Age: 

The 26–35 age group exhibited the highest levels of financial literacy, with 74% scoring in 

the high range. Conversely, older adults (46–60) showed a higher incidence of low financial 

literacy scores. 

2. Correlation Between Financial Literacy and Repayment Behavior: 

A statistically significant positive correlation (r = +0.67; p < 0.01) was found between 

financial literacy and responsible repayment behavior. Individuals with higher financial 

literacy were more likely to pay their full credit card balance monthly, avoiding interest 

accrual. 

3. Youth at Higher Risk of Credit Mismanagement: 

Among the 18–25 age group, 52% reported paying only the minimum balance due on their 

credit cards. This behavior reflects limited financial knowledge and potential 

overdependence on credit for lifestyle expenses. 

4. Predominant Use of Credit Cards for Non-essential Spending: 

Shopping (42%) and leisure activities such as travel and dining (18%) accounted for the 

majority of credit card usage. Only 9% of respondents used their cards primarily for 

emergencies, indicating limited strategic planning. 

5. Educational Attainment Positively Influences Financial Literacy: 

Postgraduates and working professionals demonstrated higher literacy levels and more 

disciplined credit behavior than respondents with only undergraduate degrees or informal 

employment. 
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7. Recommendations 

In light of the findings, the following recommendations are proposed: 

7.1 Targeted Financial Education Programs 

• Institutions such as banks, fintech firms, and government agencies should introduce age-

specific financial literacy programs, particularly aimed at younger adults (18–25), who are at 

greater risk of credit misuse. 

• Financial literacy modules should be incorporated into secondary and higher education 

curricula. 

7.2 Promoting Responsible Credit Usage 

• Credit card issuers should provide onboarding tutorials and periodic reminders on interest 

calculation, credit scores, and the consequences of minimum payments. 

• Reward systems can be restructured to incentivize full balance payments and discourage 

revolving credit. 

7.3 Technology-Enabled Solutions 

• Mobile apps with real-time spending alerts, financial goal trackers, and AI-driven repayment 

recommendations can help users better manage credit. 

• Gamification techniques could be employed to engage younger users in financial learning. 

7.4 Policy-Level Interventions 

• Regulators like RBI and SEBI should mandate credit literacy disclosures at the time of card 

issuance. 

• Public awareness campaigns, especially in digital media, should address misconceptions 

surrounding credit card usage. 

8. Conclusion 

This study underscores the critical role of financial literacy in shaping responsible credit card usage 

behavior among urban adults in India. As credit instruments become increasingly accessible, the 

knowledge and skills required to manage them judiciously are more important than ever. The findings 

affirm that individuals with higher financial literacy are significantly more likely to exhibit prudent 

credit behavior, such as timely repayment and strategic spending.The research further highlights that 

younger consumers, despite being digitally savvy, often lack foundational financial knowledge, 

putting them at risk of debt accumulation and poor financial health. Addressing this gap through 

structured education, digital tools, and informed policymaking is essential to fostering a financially 
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resilient urban population.In sum, enhancing financial literacy is not just a personal development 

imperative but a socio-economic necessity, especially in an economy that is witnessing a digital credit 

revolution. Future research could extend these findings to rural populations or explore the 

psychological dimensions of financial decision-making. 
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