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Abstract
Online banking has transformed financial transactions, making financial literacy essential for managing digital finances and risks. Socio-economic and demographic factors significantly influence financial literacy and online banking adoption, though prior research shows mixed results, highlighting the need for further study. This study examines the socio-economic and demographic factors influencing financial literacy among online banking customers in Sri Lanka, focusing on the Balangoda Divisional Secretariat Division. Using a quantitative research approach, data from 382 respondents was analyzed through multiple linear regression. The findings indicate that education level, profession, monthly income, and living area significantly impact financial literacy, while age has a negative effect. However, gender, civil status, and length of service were found to be insignificant. These results emphasize the need for targeted financial education programs to enhance digital financial inclusion. Policymakers and financial institutions should address regional disparities and integrate financial literacy into education and professional training. Strengthening financial literacy will improve financial decision-making, reduce digital transaction risks, and promote economic stability. This study provides valuable insights into developing effective strategies to enhance financial literacy in Sri Lanka’s digital banking sector.
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1. Introduction
With the rapid advancement of technology, digital platforms have transformed the way individuals conduct everyday activities, including financial transactions. Among these developments, online banking has become an important component of modern financial services, enabling customers to perform transactions in a convenient and efficient manner (Ternullo, 1997). The increasing adoption of online banking has significantly influenced customer behavior, and this change is often shaped by socio-economic and demographic characteristics. Previous studies indicate that the rapid expansion of internet usage and digital banking services highlights the important role played by socio-economic and demographic factors in determining financial literacy and the adoption of online banking practices (Meah, 2023).
Financial literacy is considered a fundamental capability that enables individuals to effectively engage with financial systems. It involves a combination of knowledge, awareness, skills, and behavioral competencies that allow individuals to make informed financial decisions (OECD, 2018). Higher levels of financial literacy improve individuals’ ability to manage personal finances, evaluate financial opportunities, and reduce exposure to financial risks. Moreover, a financially literate population contributes to overall economic stability by encouraging responsible financial practices, reducing excessive indebtedness, and supporting long-term wealth creation (Lusardi & Mitchell, 2011). Financial literacy is also increasingly recognized as a key driver of financial inclusion and financial resilience, particularly in a period where digital financial services, including online banking, are becoming widely accessible (Gitnux Marketdata Report, 2024).
In the context of online banking, financial literacy becomes particularly important because it influences how individuals manage digital transactions, interpret financial information, and protect their financial security. Unlike traditional banking environments where customers can rely on direct assistance from bank staff, online banking requires individuals to independently perform financial operations (Husain et al., 2011). As a result, users must possess sufficient financial knowledge to navigate digital banking platforms, understand security mechanisms, and evaluate the credibility of financial services. In addition, customers must be capable of managing potential risks associated with digital transactions, including cybersecurity threats, privacy concerns, and technological challenges (Kheng et al., 2010).
Several studies suggest that socio-economic and demographic factors such as income, education level, age, gender, and employment status significantly influence individuals’ financial literacy and their likelihood of adopting online banking services (Chen & Volpe, 1998; Lusardi & Mitchell, 2008). However, the findings of previous research are not entirely consistent. While some studies identify a strong relationship between these factors and financial literacy, others report limited or insignificant associations (Marinov, 2023). Therefore, a more detailed investigation into the relationship between socio-economic and demographic characteristics and financial literacy among online banking users remains necessary.
This study focuses on examining the socio-economic and demographic determinants of financial literacy among online banking customers in Sri Lanka, with particular attention to the Balangoda Divisional Secretariat Division. Online banking was first introduced in Sri Lanka in 1998, and its adoption has increased significantly over the past two decades (Amarasinghe, 2014). Despite this growth, several challenges remain, including limited financial literacy, concerns regarding cybersecurity, and reluctance among certain demographic groups to adopt digital banking services (Jegatheesparan & Rajeshwaran, 2020). Identifying the factors that influence financial literacy within this context is therefore important for designing effective policies and educational programs aimed at strengthening digital financial inclusion and reducing financial vulnerabilities.
The primary objective of this research is to evaluate the influence of socio-economic and demographic factors on financial literacy among online banking users in Sri Lanka. By identifying the key determinants of financial literacy, this study seeks to provide insights that may help improve digital banking awareness and financial decision-making among consumers. Ultimately, the findings are expected to contribute to the broader discussion on financial inclusion, the adoption of digital banking services, and the role of financial education in supporting economic development in Sri Lanka.
2. Literature Review
Based on previous research conducted by various scholars, several factors have been identified as influencing individuals’ financial literacy and its outcomes. One important determinant is the area of residence, as financial literacy levels often differ between urban and rural populations. Studies have shown that individuals living in urban areas tend to possess higher levels of financial literacy compared to those residing in rural regions. For example, research conducted in Peru and Uruguay found that rural residents exhibited significantly lower financial literacy levels than urban populations. This disparity was mainly attributed to differences in access to financial education, banking facilities, and exposure to financial products and services (Mejia, Mejía, & Córdova, 2023).
Gender has also received considerable attention in financial literacy research. A large number of studies indicate that men generally demonstrate higher levels of financial literacy than women. Chen and Volpe (2002) found that male respondents displayed greater knowledge of financial instruments, while Lusardi and Mitchell (2011) reported similar gender differences across both developed and developing economies. However, certain regional studies have produced contrasting findings. For instance, Mohta and Shunmugasundaram (2022) observed that women in the Delhi-NCR region exhibited higher levels of financial literacy compared to men.
Work experience and professional background are also recognized as important factors affecting financial literacy. Ansong and Gyensare (2012) reported that university students’ financial literacy tends to improve as they gain work experience. This improvement is largely due to increased exposure to financial decision-making and participation in workplace financial programs. Similarly, individuals employed in finance- or business-related professions generally demonstrate higher levels of financial literacy compared to those working in other sectors (Chen & Volpe, 1998).
Among the various determinants, education is consistently identified as one of the strongest predictors of financial literacy. Numerous studies have found that individuals with higher levels of education tend to possess greater financial knowledge and competencies. Rooiji (2007) highlighted the strong and direct relationship between education and financial literacy, while Mandell et al. (2008) found that financial literacy improves as students progress through higher levels of education, with university students demonstrating greater financial understanding than high school students. Wagner (2019) further emphasized the importance of incorporating financial education across different levels of the education system.
Financial literacy also influences employment opportunities and job quality. Aghenitei et al. (2023) found that individuals with higher levels of financial literacy are more likely to obtain better employment opportunities. Similarly, Boolaky et al. (2021) observed that financial literacy levels vary depending on the type of occupation individuals hold.
Another factor that may affect financial literacy is civil status. Married individuals often carry greater financial responsibilities compared to single individuals, which can lead to increased financial awareness and greater involvement in household financial planning and investment decisions (Lusardi & Mitchell, 2008).
Age has also been identified as an important determinant of financial literacy. Previous research suggests that the relationship between age and financial literacy follows a U-shaped pattern. Younger individuals tend to have lower financial literacy due to limited financial experience. Financial literacy generally increases as individuals gain experience and reaches its peak during middle age, when individuals are more actively engaged in financial decision-making. However, financial literacy may decline in later life due to cognitive aging and reduced involvement in financial activities (Lusardi & Mitchell, 2008).
Income level is another key factor influencing financial literacy. Individuals with higher income levels typically demonstrate greater financial literacy, as they have increased access to financial resources, financial planning opportunities, and financial services (Chen & Volpe, 2002; Wagner, 2019).
Overall, the existing literature suggests that financial literacy is influenced by a combination of socio-demographic factors, including area of residence, gender, work experience, occupation, education, marital status, age, and income. Among these factors, education and income appear to be particularly strong predictors, while gender disparities continue to be observed in many contexts. Understanding the influence of these variables is essential for developing targeted financial literacy initiatives that address the needs of different demographic groups and promote broader financial inclusion.

3. Methodology
This study adopted a quantitative research approach to analyze data collected from a sample of 382 bank customers residing in the Balangoda Divisional Secretariat Division of the Ratnapura District in the Sabaragamuwa Province. A simple random sampling technique was employed to select respondents, ensuring that individuals engaged in online banking had an equal chance of being included in the sample. This sampling approach helps to minimize selection bias and enhances the reliability and representativeness of the research findings.
According to the Census of Population and Housing (2012), the population aged over 20 years in the Balangoda Divisional Secretariat Division is 54,623. Based on this population size, a sample of 382 respondents was calculated using the Krejcie and Morgan (1970) sample size determination formula. This approach ensures that the selected sample is statistically representative and allows for generalisation of findings to the wider population. Sabaragamuwa Province was chosen as the study area due to its distinctive demographic and technological characteristics. It is the fifth largest province in Sri Lanka by population, with a total of 1,928,655 inhabitants (Census of Population and Housing, 2012). According to the Computer Literacy Statistics (2022), the province ranks second nationwide in terms of computer usage and ownership, with a reported rate of 20.0%. Additionally, the province has a literacy rate of 94.8%, the third highest among all provinces, and a computer literacy rate of 19.9% (Census of Population and Housing, 2012).
Both primary and secondary data sources were used in this study. Primary data were collected through structured questionnaires and interviews conducted with selected respondents. Prior notification was provided to the respondents to ensure their willingness and availability to participate in the study. Secondary data were obtained from previous research studies, literature reviews, and published reports related to the study topic. Key secondary sources included reports published by the Central Bank of Sri Lanka and annual reports issued by the Department of Census and Statistics. The combination of primary and secondary data enabled a comprehensive examination of the socio-economic and demographic factors influencing financial literacy among online banking customers in the Balangoda Divisional Secretariat Division.
To examine the relationship between socio-economic and demographic factors and financial literacy, Multiple Linear Regression (MLR) analysis was applied. Eight independent variables were included in the analysis: area of residence, gender, length of service, profession, education level, civil status, age, and monthly income level. Financial literacy was considered the dependent variable and was measured using a composite score derived from Likert-scale responses related to financial knowledge, financial behavior, and financial attitudes. Data analysis was carried out using IBM SPSS (Version 23) and Microsoft Excel to compute financial literacy scores and perform the regression analysis.

3.1.  Conceptual Framework 
In constructing the conceptual framework for this study, variables utilized in previous research have been incorporated. The primary objective is to examine how independent variables, Living area (Mejia, Mejía, & Córdova, 2023), Gender (Lusardi and Mitchell, 2011), Length of Service (Ansong and Gyensare, 2012), Profession (Boolaky and et al, 2021) Education Level (Mandell et al.,2008), Civil Status (Lusardi & Mitchell, 2008), Age (Lusardi & Mitchell, 2008), Monthly Income Level (Chen and Volpe, 2002)  influence the dependent variable, Financial Literacy (OECD/INFE, 2012).  It is hypothesized that these eight independent variables have a positive impact on financial literacy. Based on this assumption, hypotheses have been developed to assess the extent to which socioeconomics and demographic components affect financial literacy among online bank customers. The findings of this study will provide valuable insights for the banking sector and policymakers, helping them to enhance the adoption of online banking services by leveraging financial literacy initiatives.
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	Figure 1. Conceptual Framework of the Study. Source: Research data, 2025.

4. Results and Discussion

Table 01: Socioeconomics and demographic related data
	Description
	Frequency
	Percentage (%)

	Gender
	
	

	 Male
	170
	44.5

	 Female
	212
	55.5

	Age
	
	

	20-29
	202
	53

	30-39
	140
	37

	40-49
	28
	7

	50
	12
	3

	Civil status
	
	

	Single 
	198
	51.83

	Married 
	177
	46.34

	Separate 
	6
	1.57

	Widowed 
	1
	0.26

	Living area 
	
	

	Urban
	89
	23

	Semi urban 
	157
	41

	Rural
	136
	36

	Estate
	0
	0

	Education Level
	
	

	No Schooling 
	0
	0

	Primary (Grade 1-5) 
	2
	0.5

	Junior Secondary (Grade 6-9) 
	20
	5.2

	Senior Secondary (Grade 10-11) 
	57
	14.9

	G.C.E O/L 
	65
	17.0

	G.C.E A/L 
	60
	15.7

	Vocational Diploma 
	71
	18.6

	Bachelor's degree and above
	107
	28.0

	Profession
	
	

	Government
	77
	20

	Private 
	139
	36

	Semi government 
	34
	9

	Self-employee 
	96
	25

	Unemployment
	36
	9

	Length of Service
	
	

	1-3 Years   
	153
	40

	4-6 Years 
	120
	31

	7-10 Years   
	58
	15

	More than 10 Years
	51
	13

	Monthly Income Level
	
	

	20000 > 
	70
	18

	20 000 - 40 000 
	123
	32

	40 001 - 60 000
	93
	24

	60 001 - 80 000
	52
	14

	80 000 <
	44
	12


Source: Survey data (2025)
The sample indicates that a larger proportion of respondents were female, representing 55% of the total, while males accounted for 45%. Regarding age distribution, more than half of the respondents (53%) were between 20–29 years old. Meanwhile, 37% were aged between 30–39 years, 7% were between 40–49 years, and only 3% were aged 50 years or above. Since the study population consisted of banking customers aged 20 years and above, the results show that the majority of respondents belonged to the 20–29 age category.
With regard to the civil status of respondents, 52% were single and 46% were married, together accounting for 98% of the total sample. In addition, six respondents were separated and one respondent was widowed, representing 2% and 0.26% of the sample respectively.
In terms of residential areas, the highest proportion of respondents lived in semi-urban areas, accounting for 41% of the total. A total of 136 respondents lived in rural areas, making it the second largest residential category. Meanwhile, 89 respondents resided in urban areas, which represented the smallest share among the reported residential locations. None of the respondents were from estate areas.
The educational qualifications of the respondents indicate that a considerable proportion had relatively high levels of education. About 28% of respondents had obtained a bachelor’s degree or higher qualification, while 71 respondents possessed vocational diplomas. Furthermore, 60 respondents passed the GCE Advanced Level examination and 65 respondents passed the GCE Ordinary Level examination. Altogether, 360 respondents have completed at least Grade 10 education. In contrast, only 22 respondents had not completed senior secondary education, and among them only two had not completed junior secondary education. Overall, the results suggest that the majority of respondents were relatively well educated.
The employment status of respondents shows that the largest proportion, approximately 36%, were employed in the private sector. The second largest group consisted of self-employed individuals, accounting for 25% of the respondents. Government sector employees represented 20% of the sample, while semi-government employees accounted for the smallest proportion at around 9%. Overall, nearly 90% of the respondents were engaged in some form of income-generating activity, while 36 respondents were unemployed, representing about 9% of the sample.
The distribution of respondents according to years of work experience shows that the majority had relatively short service periods, particularly within the 1–3-year category. The second largest group had 4–6 years of work experience, accounting for about 31% of the respondents. Meanwhile, 48 respondents had 7–10 years of experience and 42 respondents had more than 10 years of work experience, representing the smallest categories.
Finally, respondents’ income levels were categorized into five groups ranging from below 20,000 to above 80,000. The highest income category (above 80,000) contained the smallest number of respondents. The largest proportion of respondents, about 32%, earned between 20,000 and 40,000. Nearly one-fourth of the respondents reported an income between 40,001 and 60,000. In addition, 70 respondents earned less than 20,000, while 52 respondents belonged to the 60,001–80,000 income group. Overall, nearly half of the respondents reported earning less than 40,000.

[bookmark: _Hlk186478501]A multiple linear regression analysis was conducted to examine the effect of several independent variables on customers’ financial literacy. The independent variables included area of residence, gender, length of service, profession, education level, civil status, age, and monthly income level. In this analysis, financial literacy was considered the dependent variable. The results obtained from the regression analysis are presented as follows.
Table 02. Model Summary

	Model
	R
	R Square
	Adjusted R Square
	Std. Error of the Estimate
	Durbin-Watson

	1
	.930a
	.865
	.861
	.37249436
	2.281



Source: Survey data (2025)
This table illustrates the goodness of fit of the estimated regression model. The multivariate correlation coefficient (R) is reported as 0.930, indicating a strong relationship between the dependent variable and the set of independent variables. Since the value of R is greater than 0.70, it suggests a strong positive correlation between financial literacy and the independent variables included in the model.
The coefficient of determination (R²) is 0.865. This value represents the proportion of variation in the dependent variable that can be explained by the independent variables in the model. Accordingly, the results indicate that approximately 86.5% of the variation in financial literacy is explained by the selected independent variables.
The Adjusted R² value, which adjusts the coefficient of determination by considering the number of predictors in the model, is reported as 0.861. This means that about 86.1% of the variance in financial literacy is explained by the model after accounting for the number of independent variables included in the analysis. Since the difference between the R² value and the Adjusted R² value is minimal, it indicates that the model fits the data well and does not suffer from issues such as overfitting.
Table 03. Anova result

	Model
	Sum of Squares
	    df
	Mean Square
	F
	Sig.

	1
	Regression
	123.058
	     8
	15.382
	43.577
	.000b

	
	Residual
	131.666
	     373
	.353
	
	

	
	Total
	254.725
	     381
	
	
	


Source: Survey data (2025)
The ANOVA table presents the overall statistical significance of the regression model. It is used to determine whether the independent variables collectively have a significant effect on the dependent variable. In particular, the test evaluates whether at least one of the independent variables significantly contributes to explaining the variation in the dependent variable.
The significance (Sig.) value is used to assess this relationship. In this study, a significance level of 5% (α = 0.05) is applied. Therefore, for the model to be considered statistically significant, the p-value should be lower than 0.05. The results show that the significance value is 0.000, which is less than the threshold level (0.000 < 0.05). This indicates that the regression model is statistically significant and that the independent variables included in the model jointly influence the dependent variable.
Furthermore, the Total Sum of Squares (SST) represents the total variation in the dependent variable, measured as the difference between the observed values and the overall mean. The Regression Sum of Squares (SSR) indicates the variation explained by the regression model, which is the difference between the predicted values and the mean. The Residual Sum of Squares (SSE) represents the unexplained variation in the model and reflects the difference between the observed values and the predicted values. The total variation in the model is therefore the sum of the regression sum of squares and the residual sum of squares.
Table 04. Coefficients Result

	Model
	Unstandardized Coefficients
	Standardized Coefficients
	t
	Sig.

	
	B
	Std. Error
	Beta
	
	

	1
	(Constant)
	.752
	.267
	
	2.811
	.005

	
	Gender
	.018
	.065
	.011
	.271
	.787

	
	Age
	-.016
	.006
	-.149
	-2.735
	.007

	
	Civil Status
	.063
	.070
	.042
	.901
	.368

	
	Education Level
	.276
	.024
	.546
	11.346
	.000

	
	Profession
	.068
	.026
	.109
	2.593
	.010

	
	 Length of Service
	.034
	.044
	.046
	.758
	.449

	
	Monthly Income Level
	.222
	.037
	.338
	6.011
	.000

	
	Living area
	.113
	.042
	.104
	2.669
	.008


Source: Survey data (2025)

The table above presents the individual significance of each independent variable, which can be determined using the significance (Sig.) values. The independent variables considered in this analysis include age, gender, civil status, education level, profession, length of service, monthly income level, and living area. Based on these significance values, the hypotheses developed in the study were tested as follows.
H0a: Age has no significant effect on financial literacy.
H1a: Age has a significant effect on financial literacy.
The significance value associated with the variable age is 0.007. Since this value is lower than the significance level of 0.05 (0.007 < 0.05), the null hypothesis is rejected, and the alternative hypothesis is accepted. This result indicates that age has a significant effect on financial literacy, suggesting that financial literacy varies according to the age of customers.
H0b: Gender has no significant effect on financial literacy.
H1b: Gender has a significant effect on financial literacy.
The significance value related to gender is 0.787. Since this value is greater than 0.05 (0.787 > 0.05), the null hypothesis is accepted. Therefore, it can be concluded that gender does not have a significant effect on financial literacy, indicating that there is no significant difference in financial literacy between male and female customers.
H0c: Civil status has no significant effect on financial literacy.
H1c: Civil status has a significant effect on financial literacy.
The significance value for civil status is 0.368, which is greater than 0.05 (0.368 > 0.05). Accordingly, the null hypothesis is accepted, indicating that civil status does not significantly influence the financial literacy of customers.
H0d: Monthly income level has no significant effect on financial literacy.
H1d: Monthly income level has a significant effect on financial literacy.
The significance value associated with monthly income level is 0.000. Since this value is less than 0.05 (0.000 < 0.05), the null hypothesis is rejected. This indicates that monthly income level has a significant effect on financial literacy.
H0e: Education level has no significant effect on financial literacy.
H1e: Education level has a significant effect on financial literacy.
The significance value related to education level is 0.000. As this value is lower than 0.05 (0.000 < 0.05), the null hypothesis is rejected and the alternative hypothesis is accepted. This finding indicates that education level significantly influences the financial literacy of customers.
H0f: Profession has no significant effect on financial literacy.
H1f: Profession has a significant effect on financial literacy.
The significance value for profession is 0.010, which is less than 0.05 (0.010 < 0.05). Therefore, the null hypothesis is rejected, indicating that the profession of customers significantly influences their level of financial literacy.
H0g: Length of service has no significant effect on financial literacy.
H1g: Length of service has a significant effect on financial literacy.
The significance value associated with length of service is 0.449. Since this value is greater than 0.05 (0.449 > 0.05), the null hypothesis is accepted. This suggests that length of service does not have a significant effect on customers’ financial literacy.
H0h: Living area has no significant effect on financial literacy.
H1h: Living area has a significant effect on financial literacy.
The significance value related to living area is 0.008. As this value is lower than 0.05 (0.008 < 0.05), the null hypothesis is rejected, and the alternative hypothesis is accepted. This result indicates that financial literacy differs depending on the area in which customers reside.
The Unstandardized Coefficients (B) values indicate the magnitude and direction of the effect of each independent variable on the dependent variable. Specifically, the coefficient value represents the amount of change in the dependent variable resulting from a one-unit change in the corresponding independent variable, while other variables remain constant.
The results indicate that education level, profession, monthly income level, and living area have positive effects on customers’ financial literacy. A one-unit increase in education level increases financial literacy by 0.276 units. Similarly, a one-unit increase in profession increases financial literacy by 0.068 units. A one-unit increase in monthly income level increases financial literacy by 0.222 units, while changes in living area increase financial literacy by 0.113 units.
In contrast, age shows a negative relationship with financial literacy. The coefficient value (-0.016) indicates that financial literacy slightly decreases as age increases.
Based on these coefficient values, the regression equation representing the relationship between the independent variables and customers’ financial literacy can be formulated.
Y – Financial literacy of customers
X1 – Age (A)
X2 – Education Level (E)
X3 – Profession (P)
X4 – Monthly Income Level (M)
X5 – Living Area (L)
Y = b0 + b1X1 + b2X2 + b3X3 + b4X4 + b5X5 
Y = 0.752 -0.016A + 0.276E + 0.068P+ 0.222M+ 0.113L

5. Conclusion
This study presents a comprehensive examination of the socio-economic and demographic factors affecting financial literacy among online banking customers in Sri Lanka, with a specific focus on the Balangoda Divisional Secretariat Division. The results indicate that education level, occupation, monthly income, and area of residence significantly influence financial literacy, whereas age exhibits a negative association. In contrast, gender, marital status, and length of service were not found to have a significant effect. These outcomes align with previous research highlighting the strong relationship between financial literacy and factors such as educational attainment, income, and professional background (Lusardi & Mitchell, 2008; Wagner, 2019).
[bookmark: _GoBack]The significant influence of education on financial literacy highlights the importance of incorporating financial education into formal academic curricula as well as workplace training programs (Mandell et al., 2008). Similarly, the positive relationship between income level and financial literacy suggests that individuals with higher income levels tend to have greater access to financial knowledge, financial products, and investment opportunities (Chen & Volpe, 2002). The influence of profession on financial literacy further indicates the need for targeted financial education programs designed to address the specific financial knowledge requirements of different occupational groups (Ansong & Gyensare, 2012). Moreover, the variation in financial literacy based on living area supports previous findings that individuals residing in urban or semi-urban areas generally demonstrate higher levels of financial awareness due to greater exposure to financial services and educational resources (Mejia, Mejía, & Córdova, 2023).
As online banking continues to expand and digital financial services become increasingly prevalent, improving financial literacy remains essential for enhancing financial inclusion, minimizing the risks associated with digital financial transactions, and supporting overall economic stability (OECD, 2018). Therefore, policymakers, financial institutions, and educational organizations should collaborate to develop and implement effective strategies aimed at strengthening financial literacy, particularly among vulnerable population groups. By addressing disparities in financial literacy, Sri Lanka can enhance the adoption of digital financial services and enable individuals to make informed financial decisions in an increasingly digital financial environment (Gitnux Marketdata Report, 2024).
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