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Abstract

This study aims to find financial literacy
(henceforward FL) and credit card usage
(henceforward CCU) in Oman. It investigates how
financial literacy affects five credit card
behaviours: (1) Maximum Credit Limit; (2)
Timely payment of dues; (3) Only minimum
payment; (4) Delinquency in payment and (5)
Maximum Cash Withdrawal. A survey was
conducted on 200 respondents who were using a
credit card in Oman. The questionnaire used for
collecting data consisted of three sections:
demographic information, FL, and CCU. To
check the FL, the customers were asked to rate
their awareness of the terms and conditions of the
credit card providers, while CCU was measured
using five questions. FL is found to be 39%. This
paper gives a unique insight into FL and CCU in
Oman. An understanding of the CCU will help
control excessive debt and high interest payments.
Keywords: Credit card, credit card literacy,
credit card behaviour, demographics

1. INTRODUCTION

Credit cards originated in the United States of
America in the early 1940s, and their usage
became common due to their convenience and
use in online transactions. Initially cash was
replaced by cheques for transactions and later
with the popularity of credit cards cheque were
replaced by credit cards. The wide acceptability
of cards the world over can be gauged by the
large numbers of credit cards worldwide. A
credit card offers several advantages as
compared to cash for its users such as safety,
convenience, short-term free credit, rewards
points, etc. Merchants also benefit from credit
cards as people have an inclination to spend
more while using credit cards.

Credit card usage offers several benefits and
drawbacks, subject to the pattern of use.
Sensible and correct use of credit cards
increases liquidity and offers supplementary
resources. However, credit card transactions,
which are careless and over the user's financial
limits, result in unnecessary debt. The increased
spending due to credit cards results in excessive
credit card debts. Credit card debt has risen
more rapidly than the disposable income; this
has alarmed the policy makers and
governments. Though, increase in consumption
is usually seen as an encouraging factor for the
economy but high levels of debt may create
financial difficulties or lead to bankruptcy,
hence in the long term it will result in slower
economic growth. Apart from misuse by
consumers, sometimes the credit card
companies exploit the customers through high
interest rates and hidden fees (Tidwell et al.,
2010).

In 2018, there were 22.11 billion credit, debit,
and prepaid cards in circulation worldwide. This
figure is set to reach 29.31 billion by 2027. Off
late Oman is moving towards consumerism and
debts due to cars, mortgages, student loans and
credit cards payments are weighing down on
most Omanis. Apart from the increase in loan
amount the average age of loan applicants
between 2004 and 2008 was 26 years but
compared to the subsequent five-year period to
2014, it fell to 22 years. As per the Central
Bank of Oman (2016) total credit extended by
local banks increased to OMR17.8 billion in
2015 and around 60 percent of these are
personal loans (TOO, 2015).

Credit card literacy can be stated as having
knowledge about the basic terms and conditions
of a credit card. Since there are limited numbers
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of studies on credit card literacy, generally the
literature uses financial literacy as a proxy for
credit card literacy. Financial literacy (as per
OECD-INFE, 2012) consists of awareness,
knowledge, skill, attitude, and behavior required
for taking wide-ranging financial decisions
resulting in an individual's financial wellbeing.
Lack of financial knowledge results in more
credit card debt (Norvilitis et al., 2006) and
higher financial knowledge translated into lesser
risky use of credit cards (Robb, 2011). In
general, though there is proof that financial
literacy positively encourages individual to
exhibit a more conscious financial behavior but
there are contradictions in the previous research.
Results of previous study vary based on the
topic or population of study (Robb, 2011). In
view of the inconsistencies in the previous
studies there is a need to research the role of
credit card literacy and credit card behavior in
Oman. This will be helpful to the individuals,
regulating bodies, business, and banks.

2. LITERATURE REVIEW

Usage of credit cards is increasing and
individuals and business all over the world are
moving from cash to cards in their day-to-day
transactions. Humphrey (2004) through an
econometric model showed that during a
twenty-five-year period the use of cash has
fallen as people are going in for cashless
transactions. Consumers report that they spend
more with credit cards as they facilitate
spending (Feinberg, 1986; McCall & Belmont,
2002). Reasons for the increased use of credit
cards range from esteem and acceptability
(Medina and Chau, 1998), convenience and
safety (Mayer, 1997), easy to fulfill eligibility
conditions (Canner and Lucket, 1992); easy to
borrow money and encouraging higher levels of
spending by the holder (Cargill and Wendell,
1996) and providing an opportunity of investing
the available cash (Chang and Hanna, 1992).

Demographics and Cards Usage Behavior

Researchers have studied how the various
demographic factors (gender, age, ethnic
background, education, income) influence the
usage of credit card (Confer and Cyrnak, 1986;
Kaynak and Harcar, 2001; Lee and Hogarth,
2000 and Lucas, 1991). Credit card companies

also consider the demographic factors while
issuing the cards, for example preference is
given to individuals with high income and
education (Adcock et al., 1997).

Syed Sharaf (1998) found no differences in
credit card usage between males and females.
While Armstrong and Craven (1993) and
Davies and Lea (1995) found that women have
a greater number of credit cards and a much
higher level of debt as compared to males.
Conversely, Henry, Weber, and Yarbrough
(2001), found that women are more likely to
limit their spending.

Age has been found to be a major factor in the
possession and use of credit cards. Researchers
have found that youths are more hopeful about
their financial future and thus have more credit
(Sumarwan and Hira, 1993) and the middle age
or age group between 36 and 45 are more likely
to own credit cards (Kaynak and Harcar, 2001;
Barker and Sekerkaya, 1992).

Occupation is a significant indicator of credit
card usage (Mansoor, 2009). Other researchers
such as Mandel (1972) found that family
income and education were the primary
indicators. Slocum and Mathews (1970) found
that using credit cards to create revolving credit
is regularly done by cardholders from low
socioeconomic status. High income was also
found to influence credit card account (Kinsey
& McAlister, 1981).

Financial Knowledge and Cards Usage
Behavior

The relationship between financial knowledge
and cards usage behavior has been varied and
conflicting. Results of the studies vary
depending on the behaviors studied, methods of
measuring financial knowledge, and the
populations used in the study (Mandell, 2004
and Peng et al. (2007). Some studies have found
that higher financial knowledge is associated
with avoiding future financial problems (Shim
et al. 2010; Norvilitis et al. 2006; Avard et al.
2005; Braunsberger et al. 2004).

Liebermann and Flint-Goor (1996) found that
past knowledge is one of the significant factors
influencing information processing. Chen and
Volpe's (1998) research also supported this
view by suggesting that financial knowledge



Manuscript No. AMJR2021003100 3

impacts decisions. Furthermore, Hilgert et al.
(2003) examined household behavior and
concluded that there is a strong relationship
between knowledge and credit management.

Jones (2005) found no significant relationship
between knowledge and the use of credit cards.
Robb and Sharpe (2009) used six questions to
measure financial knowledge and found that
personal financial knowledge and credit card

balance behavior are related, and more
knowledgeable individuals reported higher
balances. The time and switching cost

associated with searching and subscribing to a
new credit card lead to adverse selection
problems (Calem & Mester, 1995).

Lyons (2004) studied credit card customers in
the USA and identified risky customers based
on high revolving balance, delinquency in their
credit card payments, borrowing up to the
maximum credit limit, and irregular payments.
Borden et al. (2008) stated that good knowledge
of credit cards also increases risky behavior,
possibly lowering the fear of using credit cards.
His finding is supported by some researchers
who have also found that greater financial
knowledge leads to higher credit card debt
(Borden et al., 2008; Norvilitis and MacLean,
2010; Robb and Sharpe, 2009).

3.RESEARCH METHODOLOGY
3.1 Sample Frame and Sampling Procedures

Data was collected using a questionnaire
through a convenience sampling method since it
is an exploratory study aimed to provide
preliminary knowledge on the issues being
examined. 200 complete and usable
questionnaires were collected. Data was
collected during the period January 2021 to
June 2021.

The customers of the three banks in Oman were
part of the survey- Bank Muscat, Bank Dhofar
and National Bank of Oman. These three banks
are the top 3 Banks in Oman and among the top
50 banks in the GCC for 2015
(http://gulfbusiness.com/lists/top-50-gcc-banks-
2016).

3.2 Development of the Questionnaire

The questionnaire used for collecting data
consisted of two sections. The first included
demographic information, and the second dealt
with financial literacy. The questionnaires were
developed based on the literature review. After
experts from the banking industry assessed the
content validity, the questionnaires were then
tested for reliability by conducting a pilot study.
Based on the feedback, the items in the scale

were later  modified in  terms  of
wordings/language. Financial Literacy quiz
developed by Klapper, Lusardi, and van

Oudheusden (2015) was used to ascertain the
level of financial literacy of the respondents.
The respondents were asked 5 questions as
below;

Q1.Suppose you have some money. Is it safer to
put your money into one business or investment
or put your money into multiple businesses or
investments?

Al.Multiple

Q2. Suppose over the next 10 years the prices of
the things you buy double. If your income also
doubles, will you be able to buy less than you
can buy today, the same as you can buy today,
or more than you can buy today?

A2.Same

Q3.Suppose you need to borrow OMR100.
Which is the lower amount to pay back:
OMR105 or OMR100 plus three percent?

A3.0MR 100 Plus three percent

Q4. Suppose you put money in the bank for two
years and the bank agrees to add 15 percent per
year to your account. Will the bank add more
money to your account the second year than it
did the first year, or will it add the same amount
of money both years?

A4.More in second year

Q5. Suppose you had 100 OMR in a savings
account and the bank adds 10 percent per year
to the account. How much money would you
have in the account after five years if you did
not remove any money from the account?

A5.0MR 150

A person is defined as financially literate when
he or she correctly answers at least three out of
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the four financial concepts described above.

Higher scores indicate more Financial Literacy. Table 3 shows the results as per the
Demographic variables included Gender, Age,
Marital Status, Education, Employment, and

3.3 Research Variables and Their Income.

Measurement

TABLE 3. DEMOGRAPHIC PROFILE OF
THE RESPONDENTS

Table 1 Measurement of Variables Used in

. . Credit Card
Regression Cross Tabulations No Yes
5 —
TABLE 1. VARIABLES DESCRIPTION é’ducat‘ﬁ)';h'” 28.00%
- Up to 72.00%
Owning a Nt __
Credit Card 0=No;1=Yes s class12 | %  within 54 00%
— R . (]
Gender 0=Male; 1=Female kSl Credit cr?1rd- 79.00%
1=18-30 years; 2=31-45 years; 2| Above | % within 51.50%
Age 3=46-60 years; 4=Above 60 years W Class | Education 48.50% e
Marital _ oA . 12 %  within
Status 0=Married; 1= Unmarried Credit Card 23.00% 46.00%
Education 1= up to class 12; 2=above class 12 Comments: 41.5 % were educated above class 12
Employment | 0=Part Time; 1= Full Time and in this category 51.5% owned a credit card. 58.8
0=Below the national average % were educated up to class 12 and in this category,
income; only 28% owned a credit card.
Income 1= above the national average % within
Income Part- | Employment | 73.50% | 26.50%
Financial 0= Below Average Score; 1= Above E| Time | %  within
Literacy Average Score ; Credit card 68.50% | 47.50%
2 %  within
E| Fun | Employment | 57.009% | 43.00%
4. FINDINGS Time | %  within
Credit card 35.50% | 48.50%

The financial literacy was found to be 38

percentages Table 2 and 3 below show the Comments: 49.5% were employed full time and in

this category, 43% owned a credit card. 50.5% were

findings of the S_tUdy- Table 2 shows that 84% employed part-time and in this category, only 26.5%
pay off my credit cards at the end of each month owned a credit card.
and 19% make the minimum payment on my % within
credit cards. 60% are using up to the maximum Be_lowl income 80.50% | 19.50%
credit limit. L | monal or within
g Credit card 43.00% | 19.50%
TABLE NO.2 = % within
Above | income 61.50% | 38.50%
CREDIT CARD USAGE BEHAVIOR r_1at|0nal % within
income .
] Credit card 62.00% | 75.50%
Questions Percentage of
respondents Comments: 56 % were above the national income
My credit cards are usually at 60% and in this category, 38.5_% owned a credit cgrd. 4_4
. . PRI % were below the national income and in this
their maximum credit limit v 19.5% d di d
I am seldom delinquent in 220 category, only 19.5% owned a credit card.
making payments on my % _ within
credit cards Gender 68.50% | 31.50%
I seldom take cash advances 16% Male =g < e
on my credit cards & Credit card 72.00% | 64.50%
I always pay off my credit 84% 2 %  within
cards at the end of each month o Gender o o
I often make only the Female | 67.50% | 32.50%
. %  within
minimum payment on my 19% Credit card
credit cards 34.00% | 29.50%

Source: Robb & Sharpe (2011)
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Comments: 58.5% were males and in this category,
31.5% owned a credit card. 41.5% were females and
in this category, only 32.5% owned a credit card.

% within
. martial 79.50% | 20.50%
| Single o within
3 Creditcard | 62.30% | 30.50%
g %  within
. martial 54.50% | 45.50%
Married ——
% within
Credit card 41.50% 65.50%
Comments: 49.5% were married and in this

category, 45.7% owned a credit card. 50.5% were
unmarried and in this category only 20.2% owned a
credit card.

% within
18-30 Age 63.50% 36.50%
years % within
Creditcard | 21500 | 22.00%
% within
31-45 | Age 61.50% | 38.50%
years % within
° Credit card 24.50% 26.50%
g’ % within
46-60 | Age 75.50% | 24.50%
years | %  within
Creditcard | 40.50% | 23.50%
% within
Above | Age 83.50% | 16.50%
60 —
% within
years .
Creditcard | 275005 | 20.50%

Comments: 20.5% were in the age group 18-30
years and in this category 36.5% owned a credit card.
25.5% were in the age group 31-45 years and in this
category 38.5% owned a credit card. 32.5% were in
the age group 46-60 years and in this 24.5% category
owned a credit card. 21.5% were above 60 years and
in this category 16.5% owned a credit card.

5. Conclusions and Suggestions

Individuals with higher credit card literacy have
been found to engage in lesser risky behavior
such as spending up to maximum credit limit,
making due payment on time, lesser likely hood
of delinquency in payment, and taking a lesser
cash advance. Previous studies such as
Norvilitis et al. (2006) and Robb (2011) also
found that lower financial knowledge results in
more credit card debt and riskier use of credit
cards. The results of previous studies show that
the general knowledge, education level, and
credit education program were important factors
(Gartner and Todd (2005); Chien & DeVaney
(2001) and Zhu & Meeks (1994).

Future research should also aim to understand
better what improves credit card literacy as it is
associated with better credit card usage
behavior.

References

Adcock, W.O. Hirschman, E.C. & Goldstucker,
J.L. (1997), "Bank Credit Card Users: An
Update Profile", Advances in Consumer
Research, 4: 236-241.

Armstrong, C. J. & Craven, M. J. (1993). Credit
card use and payment practices among a sample
of college students. Proceedings of the 6th
Annual Conference of the Association for
Financial Counseling and Planning Education.
48-159.

Avard, S., Manton, E., English, D., & Walker, J.
(2005). The financial knowledge of college
freshmen. College Student Journal, 39(2), 321-
339.

Barker, T. & Sekerkaya, A. (1992),
"Globalisation of credit card usage: the case of a
developing economy", International Journal of
Bank Marketing, Vol. 10 No. 6, pp. 27-31.

Borden, L. M., Lee, S. A,, Serido, J., & Collins,
D. (2008). Changing college students' financial
knowledge, attitudes, and behavior through
seminar participation. Journal of Family and
Economic Issues, 29(1), 23-40.

Braunsberger, K., Lucas, L. A., & Roach, D.
(2004). The effectiveness of credit-card
regulation for vulnerable consumers. Journal of
Services Marketing, 18(5), 358-370. 445-457.

Calem, P. S., & Mester, L. J. (1995). Consumer
behavior and the stickiness of credit-card
interest rates. The American Economic Review,
85(5), 1327-1336.

Canner, G.B. & Lucket, C.A. (1992),
"Development in the Pricing of Credit Card
Services", Federal Reserve Bulletin, 78: 652-
666.

Cargill, T.F., & J. Wendel (1996), "Bank Credit
Cards: Consumer Irrationality versus Market
Forces", The Journal of Consumer Affairs, 30
(2): 373-389.



Manuscript No. AMJR2021003100 6

Chang, Y.R. & Hanna. S. (1992), "Consumer
Credit Search Behavior", Journal of Consumer
Studies and Home Economics, 16: 207-227.

Chen, H., & Volpe, R. P. (1998). An analysis of
personal financial literacy among college
students. Financial Services Review,7(2), 107—
128.

Chien, Y. & DeVaney, S. A. (2001). The effects
of credit attitude and socioeconomic factors on
credit card and installment debt. Journal of
Consumer Affairs, 35(1), 162-179.

Cliff A. Avard (2011). "Financial Knowledge
and Credit Card Behavior of College Students",
Journal of Family and Economic Issues, 32,
690-698

Confer, G.B. & Cyrnak, AW. (1986),
"Determinants of Consumer Credit Card Usage
Patterns”, Journal of Retail Banking, 8 (1/2): 9-
18.

Davies, E. & Lea, S. E. G. (1995). Student
attitudes to student debt. Journal of Economic
Psychology, 16, 663-679.

Feinberg, R. A. (1986). Credit cards as spending
facilitating stimuli: A conditioning
interpretation. Journal of Consumer
Research,13(3), 348-356.

Gartner, K. & Todd, R. M. (2005).
Effectiveness of online "early intervention”
financial education for credit cardholders,
Federal Reserve Bank of Chicago

Hilgert, M. A., Hogarth, J. M., & Beverly, S. G.
(2003). Household financial management: The
connection between knowledge and behavior.
Federal Reserve Bulletin, 309-322.

Henry, R. A., Weber, J. G., & Yarbrough, D.
(2001). Money management practices of college
students. College Student Journal, 35(2), 244-
249

Kaynak, E. & Harcar, T. (2001), "Consumer's
attitudes and intentions towards credit card
usage in an advanced developing country",
Journal of Financial Services Marketing, Vol.
26 No. 1, p. 24.

Kinsey, J. & McAlister, R. (1981), Consumer
knowledge of costs of open-ended credit,
Journal of Consumer Affairs, 7(1), 23-36.

Jones, J. E. (2005). College students' knowledge
and use of credit. Financial Counseling and
Planning, 16(2), 9-16.

Lee, J. & Hogarth, J.M. (2000), "Relationships
among Information Search Activities When
Shopping for a Credit Card", The Journal of
Consumer Affairs, 34 (2): 330-360.

Liebermann, Y., & Flint-Goor, A. (1996).
Message strategy by product-class type: A
matching model. International Journal of
Research in Marketing, 13(3), 237-249.

Lucas, P. (1991), "The Long-Term Gamble on
East Europe", Credit Card Management,4 (3):
53-54.

Lusardi, Annamaria & Olivia S. Mitchell. 2006.
Financial Literacy and Planning: Implications
for Retirement Wellbeing. Working Paper,
Pension Research Council, Wharton School,
University of Pennsylvania.

Lusardi, Annamaria, & Olivia S. Mitchell.
2008. Planning and Financial Literacy: How Do
Women Fare? American Economic Review, 98
(2): 413-417.

Lusardi, A., Mitchell, O. S., & Curto, V. (2010).
Financial literacy among the young. The
Journal of Consumer Affairs, 44(2), 358-380.
http://dx.doi.org/10.1111/j.1745-
6606.2010.01173.

Lyons, A. C. (2004). A profile of financially at-
risk college students. The Journal of Consumer
Affairs, 38(1), 56-80.

Mandell, L. (2004). Financial literacy: Are we
improving? Woashington, D. C.: JumpStart
Coalition for Personal Financial Literacy.

Mandell, L. (1972) Credit Card Use in the US,
Institute of Social Research University of
Michigan, Internal Report, Michigan,
IL.MasterCard (2015).

Mansor, N. & Mat, A. C. (2009) Islamic Credit
Card: Are Demographic Factors a Good
Indicator? Asian Social Science, 5(12), P17.

Mayer, M. (1997), The Bankers, The Next
Generation, The New Worlds of Money, Credit
and Banking in an Electronic Age, Truman
Talley Books, Penguin Group Publishing, New
York.


http://dx.doi.org/10.1111/j.1745-6606.2010.01173
http://dx.doi.org/10.1111/j.1745-6606.2010.01173
http://newsroom.mastercard.com/mea

Manuscript No. AMJR2021003100 7

McCall M. & Belmont H.J.,, (2002), 'Credit
Card Insignia and Restaurant Tipping: Evidence
for an Associative’, Journal of Applied
Psychology, Vol. 81, Issue 5, pp. 609-613.

Medina, J.F. & Chau, C.T. (1998), "Credit Card
Usage Behavior between Anglos and
Hispanics"”, Hispanic Journal of Behavioral
Science, 20 (4): 429-448.

Norvilitis, J. M., & MacLean, M. G. (2010).
The role of parents in college students' financial
behaviors and attitudes. Journal of Economic
Psychology, 31, 55-63. doi: 10.1016/j.joep.
2009.10.003.

Norvilitis, J. M., Merwin, M. M., Osberg, T.
M., Roehling, P. V., Young, P. & Kamas, M.
M. (2006) Personality Factors, Money
Attitudes, Financial Knowledge, and Credit-
Card Debt in College Studentsl, Journal of
Applied Social Psychology, 36(6), 1395-1413.

OECD-INFE (2012). Measuring Financial
Literacy: Questionnaire and Guidance Notes for
Conducting and Internationally Comparable
Survey of Financial Literacy,
http://www.oecd.org/datacecd/44/53/49319977.
pdf

Peng, T. M., Bartholomae, S., Fox, J. J., &
Cravener, G. (2007). The impact of personal
finance education delivered in high school and
college courses. Journal of Family and
Economic Issues, 28, 265-284.

Robb, C. A., & Sharpe, D. L. (2009). Effect of
personal financial knowledge on college
students' credit card behavior. Journal of

Financial Counseling and Planning, 20(1), 25—
40.

Saleh, S. (2015). Rising indebtedness weighing
down on Omanis, Times of Oman, 26
September.http://timesofoman.com/article/6824
0/Opinion/Columnist/Rising-indebtedness-
weighing-down-on-Omanis.

Shim, S., Barber, B., Card, N., Xiao, J., &
Serido, J. (2010). Financial socialization of
first-year college students: The roles of parents,
work, and education. Journal of Youth and
Adolescence, 39(12), 1457-1470.
d0i:10.1007/s10964-009-9432-x.

Slocum, J.W. & Mathews, H.L. (1970), "Social
class and income as indicators of consumer
credit behavior", Journal of Marketing, Vol. 34
No. 2, pp. 69-73.

Sumarwan, U. & Hira, T. K. (1993) The Effects
of Perceived Locus of Control and Perceived
Income Adequacy on Satisfaction with
Financial Status of Rural Households, Journal
of Family and Economic Issues, 14(4), 343-364.

Syed Sharaf. (1998) Factors Influencing the
Level of Credit Card Usage (Unpublished MBA
Thesis), Universitiy Sains Malaysia, Penang.

Tidwell M., Bexley J. & Maniam B., (2010).
"The Swipe and Spend Economy’, Journal of
Finance and Accountancy, Vol. 4, p.2

Zhu, L. Y., & Meeks, C. B. (1994). Effects of
low-income families' ability and willingness to
use consumer credit on subsequent outstanding
credit balances. Journal of Consumer Affairs,
28(2), 403-421



