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ABSTRACT

Identifying and addressing the predictors of financial capability in the context of a developing country such as Kingdom of Saudi Arabia is vital to
advancing the financial behavior literature. Financial self-efficacy initially develops from financial literacy and the continuing development of each
depends on the continuing development of the other. However, the exact nature of the relationship between financial self-efficacy and the relationship
between financial literacy and financial inclusion remains a subject for argument. We, therefore, propose a model comprising both direct and indirect
mechanisms with the goal of moving towards a logically complete understanding of how to determine financial capability. Our findings support all the
proposed roles such that achieving financial literacy through its components constitutes the vital first step to gaining subsequent financial capability
determinants. Further, our findings point to the need for a widespread and concerted effort to improve financial awareness among Saudi citizens.
Given that our findings arise from a broad-based investigation into how financial capability is determined, they can be used as a basis for modifying

existing approaches and for developing new directions to providing financial education to the citizenry.
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1. INTRODUCTION

Broadly defined as a person’s ability and capacity to manage his/
her financial life throughout the course of a lifetime including
through productive use of industry services and products,
financial capability is a crucial skill for individuals in all aspects
of life. Given that this is the case; it has become a focus of public
policy-making in global terms in recent years. Policy-making
centered on improving financial capability and, therefore, also
improving financial behavior as a consequence originated in high-
income countries in recognition of the need to protect vulnerable
populations and maintain a stable economy. However, middle-
income and developing countries are also seeking to support
financial capability relative to economic development and the
well-being of their citizenry. Overall, there is consensus that
limited understanding of financial issues and practices and limited
access to regulated financial products and services on the part

of individuals has a negative impact on their financial lives and
on economies in general as indicated by the relative inefficiency
of financial markets and the over-indebtedness of households in
many countries. For governments of low- and middle-income
countries, in particular, there are challenges associated with
connecting citizens to the standard services offered by the financial
sector, whether savings or insurance vehicles, for example. It is
also often the case that the advent of economic development in
these countries both undermines family and community support
structures and simultaneously requires citizens to take on increased
responsibility for and to develop new skills to manage their
financial lives (Holzmann et al., 2013).

Worldwide, governments are interested in ensuring that citizens
gain an accurate and actionable understanding of financial
products and services as a basis for making sound decisions to
benefit individual, family, and social well-being relative to such
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issues as investing, financing an education, and planning for
retirement. If citizens are to function effectively in these spheres,
it is undoubtedly necessary that they gain a strong background in
personal financial management knowledge and principles and that
they take steps to put these into practice. In the recent literature,
researchers highlight the need to develop financial literacy in
the political and regulatory environments in order to support
individuals in developing financial capability (Hira, 2012)-a
concept introduced in 2006 by Atkinson et al. (2006). In the
European context, the need for more targeted and sustained effort
in this direction is supported by a relatively recent OECD (2015)
report indicating that Europeans often lack not only financial
skills but also foundational financial awareness. It should be
noted here that in addition to the well-established term “financial
literacy” (Bongini et al., 2018; Hensley, 2015), the term “financial
capability” has also come into use in the last few decades (Hira,
2012). Further, researchers have offered comparisons between
financial capability and financial literacy, generally viewing the
former as a more broadly based concept than the latter (Johnson
and Sherraden, 2007). In addition, researchers have recognized
that the ideas inhering in financial capability should be examined
in more depth (Kempson et al., 2013; Luukkanen and Uusitalo,
2019; Santini et al., 2019), including in relation to determining a
way to measure financial capability in meaningful concrete terms.

In the present study, in accordance with the majority of the
literature in this area, financial literacy is understood as
encompassing citizens’ financial attitudes and related financial
knowledge and financial behavior (Al Rahahleh, 2023; Huston,
2010). Put in a more specific way, the concept of financial literacy
is operationalized as the knowledge and practical understanding
of economic data needed for a person to engage in reasoned
and effective financial planning as a means of managing his/her
financial life including in terms of managing debt and gaining
wealth (Lusardi and Mitchell, 2014). Along these same lines,
the OECD (2013) has defined financial literacy as arising from a
combination of knowledge and skills together with attitude and
behavior that are, in turn, critical to a person’s ability to achieve
and maintain financial well-being. In a more succinct version of
the case, financial literacy has been defined many times in the
literature as driven by three core considerations, namely financial
attitude, financial knowledge, and financial behavior (Al Rahahleh,
2023; Atkinson and Messy, 2012; Garg and Singh, 2018; Huston,
2010; Potrich et al., 2015; Santini et al., 2019).

In the context of the overall definition of financial literacy,
it is necessary to establish the exact nature and the extent of
the association between this concept and financial capability.
Importantly, it is generally recognized that although financial
literacy is a much-needed concept, it is not by itself adequate to
capture what an individual person or an entire citizenry needs to
both understand financial exigencies and take action to effectively
manage their financial lives. In short, the financial literacy concept
is about gaining the essential knowledge needed to take effective
action; yet, it neither includes having the opportunity to take
effective action nor actually taking effective action (Chowa et al.,
2014; Johnson and Sherraden, 2007). In recent years, interest in
promoting financial capability has been on the rise (Loke et al.,

2015; Luukkanen and Uusitalo, 2019). In Sherraden’s (2013)
account, financial literacy includes the ability to take action
whereas financial inclusion refers more to the environment-i.e.,
the opportunity to take action-such that the concepts taken together
create the basis needed to develop financial capability (Sherraden,
2013). Likewise, for Kempson et al. (2013), in relying on both
financial ability and financial opportunity, financial capability
moves beyond the idea of financial knowledge at the heart of
financial literacy to extend into financial decision-making in
operation. On the negative side of financial capability, a person
who has developed financial knowledge but who is not putting it
to use in practical terms is properly considered to be financially
incapable given that action is undeniably needed if a person is to
secure financial advancement and well-being (Piotrowska, 2019;
Vlaev and Elliott, 2017). Essential financial knowledge and skills
are needed. The attitude needed to take action is critical. Yet,
neither of these matter if a person’s environment does not provide
opportunities to participate in financial life. It is at this point that
financial literacy becomes meaningful for a person’s financial
efficacy: Financial literacy focuses on the individual, whereas
the environmental factor of financial inclusion must also be taken
into account as essential to producing and sustaining financial
capability (Johnson and Sherraden, 2007; Sherraden, 2013), which,
therefore, encompasses the development of financial skills and
knowledge together with key environmental considerations such
as relative access to financial services (Loke et al., 2015).

In several studies, researchers have concluded that financial
knowledge has a determining effect on how individuals behave
and perform relative to financial management, and unsurprisingly
that greater financial knowledge is associated with more effective
performance (Hilgert et al., 2003; Mitchell and Lusardi, 2011;
Nguyen and Rozsa, 2019). Further, researchers have also found
that consumers’ attitudes towards money and the ways in which
they use it vary in association with differences between consumers
in terms of their financial goals (Shih and Ke, 2014). Similarly,
and again predictably enough, financial behavior is affected by the
individual’s attitude towards managing financial affairs (Henchoz
et al., 2019), with one study showing that a stronger financial
knowledge base and a more positive attitude towards financial
management tends to be associated with more positive financially
related behavior (Fessler et al., 2020). Characteristically, many
efforts to improve financial literacy and financial inclusion have
a further-even a defining-purpose of leading to greater financial
capability on the part of a nation’s younger populations (Chowa
etal., 2014). According to a number of studies, financial behavior
arises directly from financial attitude and financial knowledge
(Hayhoe et al., 2005; Potrich et al., 2016; Yong et al., 2018).
Additionally, financial behavior, i.e., effective action, supports and
even drives financial capability (Batty et al., 2015). Overall, the
studies referenced clearly demonstrate that financial behavior has
a critical role in mediating between financial literacy and financial
inclusion. On this basis, therefore, financial behavior is an essential
consideration in the conceptual framework proposed herein.

In the overall picture of the financial environment and financial
behavior, we must also account for the role of financial self-
efficacy, as financial literacy is a prerequisite for but by no means
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a guarantee of effective financial management. Instead, we must
look to financial self-efficacy-the extent to which a person has
the ability to use financial services to achieve given personal
financial goals-as putting ideas into action (Asebedo and Payne,
2019). Simply put, financial self-efficacy is necessary to financial
inclusion (Kim et al., 2020) and is also included as a vital personal
quality in standard definitions of financial capability (Lusardi
etal., 2010).

Whereas financial self-efficacy is centered on the individual’s
motivation to act and to do so based on sound financial knowledge,
financial capability also depends on what the environment offers-
i.e., the ways in which and the extent to which the immediate
environment is financially inclusive (external capabilities)
(Johnson and Sherraden, 2007; Sherraden, 2013). In its 2013
report, the OECD defined financial inclusion in very clear personal
terms (i.e., awareness of and ability to use financial products
and services) but also in environmental terms (i.e., ready access
to financial products and services). In practice, where financial
inclusion is limited, people fail to save sufficient money and
fail likewise to invest and borrow wisely, so that they cannot
protect their families either in the present or the future (GPFI,
2010). It is, therefore, undoubtedly necessary to ensure financial
inclusion given the symbiotic nature of its relationship with
financial capability (ACCION, 2019). In more concrete terms,
easily accessible, affordable, safe financial products and services
offered in a strong regulatory context are necessary if financial
inclusion is to be achieved (Aprea et al., 2016; Nizam et al., 2020;
Sherraden, 2013).

In a study based on a demographically broad sample of people
in Saudi Arabia, Al Rahahleh (2023) found a strong relationship
between financial inclusion and both financial literacy and
financial self-efficacy. In fact, in accordance with Kim et al.’s
(2018) finding of a close positive relationship between financial
inclusion and economic growth, Al Rahahleh (2023) concluded
that financial literacy is a necessary condition for financial
inclusion and financial self-efficacy. Overall, the literature supports
policy makers in addressing financial capability through efforts
to promote financial inclusion via ensuring functioning financial
markets and extending needed education and access to financial
products and services to all citizens.

Strong and rising interest in improving financial capability has
moved to the forefront of public policy concerns worldwide
during the past decade. In Saudi Arabia-the focus of the present
study-it is encouraging to note that promoting financial literacy
throughout the population is part of the broad-based National
Savings and Financial Literacy Strategy within the country’s
ambitious development agenda Vision 2030. Although the strategy
is currently under review and, therefore, subject to change,
its defining goal is to ensure that all Saudi citizens have the
background needed to make sound decisions in the context of a
rapidly evolving financial services environment.

The present study is motivated by a need to offer data-driven
research support to this specific Vision 2030 strategy. A wide-
ranging account of relative financial literacy on the part of a broad

International Journal of Economics and Financial Issues | Vol 13 « Issue 6 » 2023

sample of the Saudi population is presented, therefore, with a focus
on a number of well-established products and services offered by
the financial industry and a consideration of well-known concepts
associated with these. Given this motivation, the following
research questions are addressed: (1) Do financial attitude and
financial knowledge directly influence financial behavior? (2)
Do financial literacy dimensions-i.e., financial attitude, financial
knowledge, and financial behavior-directly influence financial
self-efficacy? (3) Do financial literacy dimensions and financial
inclusion directly influence financial capability? (4) Does financial
self-efficacy directly influence financial capability? (5) Does
financial behavior mediate the influence of financial self-efficacy
on financial capability? (6) Does financial inclusion mediate the
influence of financial self-efficacy on financial capability? (7) Does
financial self-efficacy mediate the influence of financial attitude
on financial inclusion? (8) Does financial self-efficacy mediate the
influence of financial knowledge on financial inclusion?

Data were collected via an online survey instrument focused
entirely on determining the financial literacy, financial self-efficacy,
financial capability, and financial inclusion of a large sample of
Saudi Arabians representing all generations and socioeconomic
groups. Given that extensive reading in the literature did not bring
a predecessor to light, the author believes the present study is the
first to specifically examine the relationships between financial
literacy dimensions and financial capability with an emphasis
on the mediating function of financial self-efficacy together
with financial attitude and financial behavior. Further, financial
self-efficacy as a prerequisite for the development of financial
capability is also investigated.

The rest of the paper is organized as follows: A literature review and
a description of the main hypotheses are presented next (Section 2)
followed by an account of the conceptual framework and the PLS-
SEM mathematical model used in the analysis (Section 3). In the
next two sections, the sample selection protocols, the results and
findings of the data analysis (Section 4), and a discussion of their
policy implications are described (Section 5).

2. LITERATURE REVIEW AND
HYPOTHESIS DEVELOPMENT

This section comprises a review of the research most relevant to
the present study and the foundation those studies offer for the
present hypothesis development. In addition, the general state-of-
the-art in terms of directions pursued, conclusions drawn, and key
themes, concepts, and variables are discussed briefly.

In general, the present paper owes a debt to Al Rahahleh’s
(2023) study on the mediating role of financial self-efficacy
between financial literacy and financial inclusion from the
demand-side perspective in Saudi Arabia. However, whereas
that paper focuses on connecting financial literacy to financial
inclusion in quantitative terms by providing the first evidence
of this relationship in Saudi Arabia, the present paper offers a
broader perspective, accounting for financial inclusion, financial
self-efficacy, and ultimately improvements to financial capability
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and behavior as a main target for the Saudi economy. In other
words, this paper addresses the predictors of financial capability
from a developing country context, and is, therefore, a vital
contribution to the financial behavior literature. The exact ways
in which financial literacy and financial self-efficacy develop in
conjunction with each other and have a determinative relationship
with financial inclusion remain a subject for argument. In this
paper, therefore, a model is proposed comprising both direct
and indirect mechanisms with the expectation that the findings
will provide a logical understanding for how financial capability
can be determined.

In multiple studies, researchers have confirmed that financial
attitude is important in driving financial behavior (Potrich et al.,
2016; Sample and Warland, 1973; Serido et al., 2013; Shih and Ke,
2014; Yap et al., 2018; Yong et al., 2018) and that both economic
and non-economic beliefs are reflected in individuals’ financial
attitudes and financial decision-making (Ajzen, 1991; Potrich
et al., 2015). Thus, the following hypothesis is proposed:

H,: Financial attitude has a significant influence on financial
behavior.

Given that parents are expected to exert significant influence on
their children’s attitudes towards financial matters, a number of
studies explore this relationship between parents and college
students. In an investigation into how college students’ knowledge
of personal finance topics and their financial self-efficacy might
be influenced by their parents’ attitudes towards debt, Heckman
and Grable (2011) found that parents serve as a significant source
of financial information for college students. The researchers
based this conclusion on a scale developed to measure students’
perceptions of their parents’ attitudes towards debt. Joo et al.
(2003) subsequently modified this scale to capture attitudes
towards credit, which included items such as “The cost of using
credit cards is too high.” As anticipated, compared with students
who thought their parents viewed debt in a relatively positive
light, those who perceived their parents as having a negative view
of debt reported having more financial knowledge and tended to
indicate a higher degree of self-efficacy. Yet, these findings are
not conclusive given that the total effect of dependency status
on self-efficacy was found to be weak. Further, in another study
focused on the extent to which students get financial information
from their parents, Lachance and Choquette-Bernier (2004) found
the relationship to be relatively weak. However, in that study, the
scale was designed to capture the students’ perceptions of their
parents’ attitudes towards debt specifically, which may or may not
be sufficient by itself to indicate the relationship. It could also be
the case that parental attitudes may not have a great influence on
students while at college.

The literature does not include many studies in which the influence
of financial attitude on financial self-efficacy features as a central
concern. However, according to Dewi’s (2022) investigation into
this very issue, financial attitude does have an effect on financial
self-efficacy. Thus, the following hypothesis is proposed:

H,: Financial attitude has a significant influence on financial
self-efficacy.

In terms of a person’s financial life, attitude refers to how he/
she thinks about and his/her general approach to financial
decision-making and management (Arifin, 2018). Further, attitude
encompasses a person’s sense of confidence in this sphere and is
determinative of financial capability (Shim et al., 2013). Through
this relationship, Batty et al. (2015) found that a more positive
attitude towards managing financial affairs had the effect of
strengthening financial capability. A person who makes sound
financial decisions can be termed financially capable. Thus, the
following hypothesis is proposed:

H,: Financial attitude has a significant influence on financial
capability.

According to Mindra et al. (2017), financial self-efficacy has a fully
mediating function in the relationship between financial attitude
and financial inclusion and also financial self-efficacy mediates the
relationship between financial literacy and financial inclusion to
a significant extent. Through these relationships, those who have
developed financial literacy to a high level and report a positive
attitude towards managing their personal financial affairs express
confidence in their ability to make beneficial choices regarding
central financial issues pertinent to, for example, savings, credit,
and insurance. On this basis, they seek access to regulated products
and services offered by the financial industry. Thus, the following
hypothesis is proposed:

H,: Financial attitude has a significant indirect influence on
financial inclusion through financial self-efficacy.

Defined as the basic understanding of financial concepts
(Huston, 2010), financial knowledge has a marked influence on
a person’s economic stability and outlook (Hilgert et al., 2003).
A relationship exists between a person’s financial knowledge and
his/her financial behavior (Civelek et al., 2019; Kalmi, 2018;
Moreland, 2018) both in the present and in the long-term future
(Kim et al., 2019). It has been shown, for example, that a high
level of education focused on business subjects is positively
related to a practice of ongoing personal saving (Belas et al.,
2016; Nguyen et al., 2017) and also that financial knowledge
has an influence on core financial decisions and practices such
as borrowing, saving, and investment (Lusardi and Mitchell,
2014). The development of a high level of financial knowledge
has a positive effect on retirement planning and investment
(Mitchell and Lusardi, 2011; Robb and Woodyard, 2011). More
specifically, financial knowledge has been strongly related to
financial practices such as setting financial goals, scheduling
payment obligations, and creating an emergency fund (Chu et al.,
2017). Thus, the following hypothesis is proposed:

H.,: Financial knowledge has a significant influence on financial
behavior.

Financial knowledge has been found to have a positive effect
on financial self-efficacy (Amagir et al., 2018; Renaldo et al.,
2021; Serido et al., 2013). By gaining an understanding of the
broad financial concepts that underpin sound financial planning,
individuals can succeed in protecting themselves financially. Thus,
the following hypothesis is proposed:

H,: Financial knowledge has a significant influence on financial
self-efficacy.
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In a more thoroughgoing sense, financial knowledge not only refers
to a person’s understanding of financial products and services
in terms of immediate financial decision-making, but it also
encompasses apprehension of micro-and macro-economics (Atlas
et al., 2019; Rothwell et al., 2016). Researchers have argued that
the extent to which consumers have gained financial knowledge
should be determined in a very focused way with the goal of
identifying the specific nature of its relationship with financial
capability (Rothwell et al., 2016). According to Lusardi and
Mitchell (2014), a person needs to understand financial markets
and systems to drive financial capability. A relationship has been
found between an actionable understanding of financial concepts
and attitudes and behaviors that support sound financial decision-
making, which over time can lead to a higher level of financial
capability (Batty et al., 2015). Again in a more general sense, a
person’s overall level of formal education is also implicated such
that poor financial behaviors, which are associated with limited
financial capability, tend to be associated with a low level of formal
education. Atkinson et al. (2006) even argued that the financial
industry has shifted towards requiring a high level of financial
capability on the part of consumers such that it is critical for
researchers to afford the financial knowledge needed to achieve
financial capability an important place in their investigations. Even
though a handful of research studies have suggested that financial
knowledge has a favorable effect on individuals’ prospects related
to future financial capability, more studies are needed to confirm
or disprove conclusions in this regard (Batty et al., 2015). Thus,
the following hypothesis is proposed:

H.: Financial knowledge has a significant influence on financial
capability.

In Lapp’s (2010) account of the relationships between key financial
concepts in a person’s management of financial matters, financial
self-efficacy is identified is the critical connection between
financial knowledge operationalized as the effective use of
formal financial service to thereby achieve financial inclusion in
societal terms: Financial knowledge — Financial self-efficiency
— Financial inclusion.

Given that financial knowledge is integral to financial literacy,
Mindra et al. (2017) established that financial self-efficacy
mediates to a significant extent the relationship between financial
literacy and financial inclusion. As discussed in relation to H,,
consumers who have succeeded in developing a high level of
financial literacy and a positive financial attitude are likely to
report a high level of confidence in their ability to manage their
financial affairs through multiple vehicles offered by the financial
industry. Thus, the following hypothesis is proposed:

H,: Financial knowledge has a significant indirect influence on
financial inclusion through financial self-efficacy.

Determined by both structural elements within society (financial
inclusion) and the characteristics of individuals, financial
capability and financial behavior rely on the propensity to take
action (financial self-efficacy) and opportunities to do so (Johnson
and Sherraden, 2007). Inhering in the application of financial
knowledge through beneficial financial behavior, financial
capability (Potocki and Cierpial-Wolan, 2019; Xiao et al., 2014)
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is demonstrated by financial behavior such that there is a positive
relationship between financial capability developed to a high
level and engagement in beneficial behaviors (Mitchell and
Lusardi, 2011; Xiao et al., 2014). Thus, the following hypothesis
is proposed:

H,: Financial behavior has a significant influence on financial
capability.

According to the OECD (2013), financial inclusion arises from
a combination of consumers’ awareness of and the external
environment in relation to consumers’ access to financial products
and services. Further, in order to be considered accessible and,
therefore, conducive to financial inclusion, those products and
services must be relatively easy to understand and manage,
affordable, and secure (Aprea et al., 2016; Nizam et al., 2020;
Sherraden, 2013). In the most concrete terms, access to a bank
account is strongly indicative of financial inclusion, which also
supports consumers in making investments and managing risk
effectively and, therefore, protecting and advancing the financial
well-being of individuals and of a society in general (Kempson
et al., 2013). Thus, the following hypothesis is proposed:

H,,: Financial inclusion has a significant influence on financial
capability.

The association between the concept of self-efficacy and behavior
has been empirically demonstrated across a range of contexts,
including in sporting and career environments (Domingo and
Buvanendra, 2021; Hepler and Feltz, 2012; Newman et al.,
2019; Taylor and Betz, 1983). In terms of financial decision-
making and management, in a study with Australian women
comprising the sample, Farrell et al. (2016) reported that “self-
belief” is needed to be effective in this sphere such that financial
self-efficacy has a marked effect on personal finance behavior,
determining, for example, both the number and the kinds of
financial products and services accessed. That is, in the sample
examined, compared with those with a lower level of financial
self-efficacy, those with a higher level were more likely to have
savings, to own insurance policies, to take out mortgages, and
to hold investments in shares and property. It is also the case
as one might reasonably expect that financial self-efficacy
as demonstrated by budgeting, saving, and general financial
planning leads to beneficial financial results for individual people
(Perry and Morris, 2005). Moreover, according to a study with
pre-retirees as the sample, Asebedo and Seay (2018) found that
with socio-demographic attributes and financial characteristics
controlled for financial self-efficacy, including saving behavior,
is positively related to saving motives. Researchers have also
found a positive relationship between financial self-efficacy and
long-term investment decisions (Husnain, 2019) and between
financial self-efficacy and the prospect of realizing a high equity
allocation (Montford and Goldsmith, 2016). A relationship
between financial self-efficacy and the propensity to take risk
has also been demonstrated with a high level of financial self-
efficacy associated with a low propensity to engage in a high
level of risk (Forbes and Kara, 2010). Yet, the literature includes
few studies focused on financial self-efficacy in terms of specific
kinds of personal financial management behavior such that there
is a need to evaluate financial self-efficacy in that regard to



Rahahleh: Determinants of the Financial Capability: The Mediating role of Financial Self-efficacy and Financial Inclusion

improve financial outcomes achieved by women (Farrell et al.,
2016) and also by men.

In a study with undergraduate students comprising the sample,
Arofah (2019) found that a high level of self-efficacy is associated
with more effective financial management. Other studies in a
similar vein in reference specifically to financial self-efficacy and
financial management affirm that the extent of a person’s self-
efficacy has a determinative relationship with the effectiveness
of his/her financial behavior (Danes and Haberman, 2007; Farrell
et al., 2016).

Financial self-efficacy has been found to impact financial
management behavior in general (Qamar et al., 2016) and saving
behavior in particular (Lown et al., 2015). Thus, the following
hypothesis is proposed:

H,: Financial self-efficacy has a significant influence on financial
behavior.

Financial self-efficacy refers to the ability to manage personal
financial matters by accessing industry products and services
and encompasses the ability to engage with complicated financial
affairs (Amatucci and Crawley, 2011; Noor et al., 2020). Given
that it has an impact on performance via a person’s motivation,
self-efficacy has the effect of mediating relationships between a
number of variables. On this basis, it is implicated in the extent to
which a person succeeds in meeting financial goals. It is also the
case that domain-specific self-efficacy has a direct impact on an
individual’s specific financial choices and also exerts an influence
albeit indirectly on how individuals perceive the financial results
that accrue. Further, individual people have the potential to take
the action needed to achieve a desired outcome if they have the
self-efficacy required but also enough relevant financial knowledge
(Noor et al., 2020). Thus, the following hypothesis is proposed:
H,,: Financial self-efficacy has a significant impact on financial
inclusion.

Self-efficacy as defined in social learning theory (Bandura,
1977) refers to the extent to which individuals view themselves
as having the competence needed to carry out a given task. In
Farrell’s et al. (2016) account, financial self-efficacy is positively
associated with a person’s financial management behavior.
Specifically, he found that a high level of financial self-efficacy
generally goes hand in hand with the use of investment and
savings products and services. Likewise, in Amagir et al.
(2018) and Arofah (2019), financial literacy and financial self-
efficacy are each shown to have a positive impact on financial
management behavior.

The relationship between financial self-efficacy and financial
management behavior is conceptualized in reference to social
cognitive theory (Djou and Lukiastuti, 2021). In approaching
and completing any given task or managing any given situation, a
person must have both the confidence and the skills needed to be
successful. In terms of financial self-efficacy in particular, Amran
(2011) described it as the individual’s self-confidence relative
to taking action to meet stated financial objectives. Financial
self-efficacy has an influence on a person’s propensity to access

savings products and services (Lown et al., 2015) and on financial
management behavior in a more overarching sense (Fanani and
Saudale, 2019; Farrell et al., 2016; Putri and Pamungkas, 2019;
Qamar et al., 2016). Derived from a high level of financial self-
efficacy, a high level of financial capability is associated with more
desirable financial behaviors and fewer risky financial behaviors
(Xiao et al., 2014). In general, researchers have found that
financial behavior mediates the relationship between financial self-
efficacy and financial capability. Thus, the following hypothesis
is proposed:

H,,: Financial self-efficacy has a significant indirect influence on
financial capability through financial behavior.

In studies focused on developing countries, researchers have
found financial self-efficacy to be a driver of financial inclusion,
specifically in Uganda (Mindra and Moya, 2017) and Indonesia
(Wijaya and Leon, 2019). In the case of Indonesia, the research
lends weight to the government’s efforts to educate the country’s
citizenry about financial products.

The concept of financial capability inheres in the motivation
and ability of individuals but also in the opportunities afforded
to them by the educational, financial industry, and regulatory
landscape (Sherraden et al., 2015). In order to improve financial
capability, it is necessary to render improvements to the behavior
of individuals, but also to simultaneously render this landscape
more approachable and accessible (Johnson and Sherraden, 2007;
Sherraden, 2013; Sherraden et al., 2015).

Accordingly, financial inclusion has a mediating function between
financial self-efficacy and financial capability. Thus, the following
hypothesis is proposed:

H,,: Financial self-efficacy has a significant indirect influence on
financial capability through financial inclusion.

3. DATA AND METHODOLOGY

3.1. Analytical Tools and Tests

This study focuses on investigating relationships between the
following variables: financial attitude, financial knowledge,
financial behavior, financial self-efficacy, financial inclusion, and
financial capability. And, partial least squares structural equation
modeling (PLS SEM)-one of the most widely used analysis
techniques in the social sciences (Hair et al., 2021)-is used for
the data analysis, which was performed in accordance with the
guidelines set out by Anderson and Gerbing (1988). Firstly,
the quality of the measurement model was examined through
Confirmatory Factor Analysis (CFA) to validate the factor structure
based on examining individual statements in terms of factor
loading, composite reliability (CR), Cronbach’s alpha, and Average
Variance Extracted (AVE). These coefficients validated the
statistical reliability and convergent validity of the measurement
model, whereas discriminant validity was satisfied based on the
Fornell-Larcker approach, the cross-loading approach, and the
Heterotrait-Monotrait Ratio of Correlations (HTMT) approach.
Secondly, the structural model was tested through path analysis
to identify influences and generate mediation and moderation
estimates.
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3.2. Instrument Design

The questionnaire instrument used in this study was designed
to support comprehensive investigations into multiple questions
centered on financial literacy, inclusion, and efficacy in Saudi
Arabia such that extensive data were collected. However, only data
regarding the sample’s sociodemographic background relevant to
the present study are provided herein. For a more comprehensive
account of the respondents’ characteristics, please consult two
studies by Al Rahahleh: In the first (2022), a thorough examination
of financial literacy among Saudi citizens is presented, covering
topics such as budgeting, debt, saving, investment, and insurance.
In the second (2023), the relationship between financial literacy
and financial inclusion in Saudi Arabia is examined with a focus on
the role of financial self-efficacy as a mediator from the perspective
of the demand-side.

In the present study, the respondents’ perceptions were determined
based on their answers to items in an online survey, which
was used to collect the following personal and occupational
information: Gender, age, marital status, educational level and
major, employment sector/type of employment, sources of
financial knowledge, and income sources and yearly income in
Saudi Riyal. The remaining scales, all of which were adopted
from prior studies, were designed to examine the respondents’
perceptions in relation to the focal variables. The scales for
financial attitude, financial knowledge, financial behavior,
financial self-efficacy, and financial inclusion were all adopted
from Al Rahahleh (2023), Perry and Morris (2005), and Robb and
Woodyard (2011). The items for the financial capability scale,
however, are from a study published by the Financial Industry
Regulatory Authority (FINRA, 2012):
1. Tam capable of obtaining at least SR 1000 in the event of an
unexpected expense in the next month
2. Thave sufficient funds to sustain for 3 months without a regular
income
3. Tam proficient in handling day-to-day financial matters, such
as checking accounts, credit and debit cards, and tracking
expenses.

3.3. Sampling, Data Screening, and Preparation

For the data collection, a link to the online survey was shared via
social media channels in the period of April 2022 to June 2022.
Actotal of 891 surveys were completed, and the data thus collected
were then coded in SPSS. Based on this coding, four completed
surveys were omitted from the final sample because the answers
were found to have regular patterns, although no outliers were
identified. Given these results from the coding, 887 questionnaires
were considered valid and, therefore, subjected to further analysis.
Normal distribution issues were not a concern in the data, and
neither skewness nor kurtosis issues were found given that all
the values were within the proposed range of +2.2-—2.2 (Sposito
et al., 1983) for skewness and kurtosis.

Further, the scales were found to be free of any bias issue: the
amount of explained variance was 30.774%, which is below
Harman’s single factor cutoff of below 50% (Podsakoff et al.,
2012). Also, non-response bias was checked using the independent
samples t-test to compare significant differences between early
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and late responses: Whenever a non-significant difference is
found, a non-response bias has not occurred. The six variables
were found to be free of non-response bias, as the results of the
t-tests were non-significant. The t-test values were as follows:
Financial Attitude (T = 0.727, P = 0.467), Financial Knowledge
(T=0.642, P=0.521), Financial Behavior (T =1.609, P=0.108),
Financial Self-efficacy (T =-0.253, P=0.800), Financial Inclusion
(T = 1.416, P = 0.157), and Financial Capability (T = —0.085,
P=0.932).

3.4. Demographic Profile

The sample was diverse in relation to all the standard demographic

characteristics with the exception of gender:

e Gender: Both genders were included in the sample. However,
male respondents accounted for a much larger proportion
(79.0%, n = 701) as compared with female respondents
(21.0%, n = 186).

e Age: The majority of the respondents were in the younger
age groups: 25-34 (37.8%,n=1335), 18-24 (36.2%,n=321),
35-44(19.3%,n=171),45-54 (5.2%, n = 46), and more than
54 years 1.6% (n = 14).

e  Marital status: The majority of the respondents were single,
which is in line with expectations given the youthfulness of
most of the sample: single (52.3%, n=464), married (44.3%,
n = 393), divorced (2.8%, n = 25), widowed (0.3%, n = 3),
and other (0.2%, n = 2).

e Educational level: Overall, the respondents were found to
have a high level of formal education, with percentages
and numbers for the highest level engaged with as follows:
diploma or less (46.0%, n = 408), bachelor (45.5%, n = 404),
postgraduate (8.3%, n = 74), and other (0.1%, n=1).

e Yearly income in Saudi riyal: Close to half the respondents
were in the lowest income category of <19.999 (48.7%,
n = 432), whereas the sample’s composition relative to the
higher-income levels was as follows: 20,000-99,999 (18.4%,
n = 163), 100,000-149,999 (7.2%, n = 64), 150,000—
199,999 (4.1%, n = 36), 200,000-499,999 (3.8%, n = 34),
500,000-99,999 (1.0%, n =9), 1,000,000—4,999,999 (0.8%,
n=7), more than 5M (0.2%, n = 2), and income not reported
(15.8%, n = 140).

e  Source of income: The majority of the sample reported income
from salary or wages as their only source of income (58.2%,
n=566), with the next largest group comprising students with
no source of income (15.9%, n = 155) followed by students
with a source of income (8.8%, n = 86). Those reporting their
sole source of income as profits from a business comprised
the next largest group (7.0%, n = 68). Smaller groups of
respondents reported their sources of income as follows: rent
only (3.2%, n=31), salary and rent only (4.9%, n = 48), and
other sources (2.0%, n = 19).

e  Major: The respondents were diverse in relation to the subjects
they had majored in, with the highest proportions with a
background in areas related to finance: public administration
(15.0%, n = 133), finance (13.4%, n = 119), business
administration (11.3%, n=100), accounting (10.8%, n=96),
economics (6.5%, n = 58), marketing (3.4%, n = 30), human
resources (HR) (3.0%, n = 27), management information
systems (MIS) (2.1%, n = 19), and others (34.4%, n = 305).
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A complete list of majors reported by the respondents is
available on request.

e Employment sector and status: The respondents worked in
a broad range of sectors and varied in terms of employment
status: public sector (31.7%, n=281), student (30.1%, n=267),
private sector (27.1%, n = 240), and freelance (6.9%,n=061).
There was also a category designated as other (4.3%, n=38),
which included those who reported their status as retired,
unemployed, or housewife.

e Source of knowledge related to financial awareness: The
respondents reported gaining financial awareness from a
number of sources: home (41.1%, n = 365), university major
(18.6%, n = 165), prior mistakes (15.2%, n = 135), training
courses (10.3%, n=91), friends and colleagues (8.0%,n=71),
relatives (3.0%, n = 27), and other including the Internet and
social media and self-education (3.7%, n = 33).

4. DESCRIPTIVE FINDINGS

4.1. Descriptive Analysis and Correlation Matrix

The descriptive analysis of our model variables is presented in
Table 1: A high level of agreement was found for all the mean
values, showing that the respondents had adequate Financial
Attitude (4.29), Financial Knowledge (4.07), Financial Behavior
(4.22), Financial Self-efficacy (4.10), Financial Inclusion (4.09),
and Financial Capability (3.89). Also a high level of agreement
among the respondents was found: The std. values were lower
than 1, indicating agreement among the respondents.

The Pearson correlations presented in Table 2 provided initial
support for the relationships between the variables. Significant
positive moderate correlations were seen between the model
predictors, which did not show any high correlations in relation
to multicollinearity issues. Financial Self-efficacy correlated
significantly with aspects of Financial Literacy, including the
strongest correlation with Financial Knowledge (r=0.532*%). On
the other hand, the strongest predictor of Financial Capability was
Financial Self-efficacy (r = 0.627*%*).

Table 1: Descriptive analysis (n=887)

4.2. Stage 1: Examining the Quality of the
Measurement Model

Stage 1 of PLS modeling entails examining the quality of the
measurement model through Confirmatory Factor Analysis (CFA)
in order to validate the factor structure in terms of the individual
statements’ factor loading, composite reliability (CR), Cronbach’s
alpha, and Average Variance Extracted (AVE). These coefficients
validate the statistical reliability and convergent validity of the
measurement model. Discriminant validity was satisfied based
on the Fornell-Larcker approach, the cross-loading approach, and
the Heterotrait-Monotrait Ratio of Correlations (HTMT) approach
(Hair et al., 2021).

According to the CFA findings, the individual statements’ Factor
Loading (FL) values were higher than the cutoff value of 0.50
cutoff and most were above the preferred cutoff value of 0.70
along with t-values higher than 1.96 and P <0.05. However, based
on the AVE coefficients, decreases were seen for the Financial
Knowledge and Financial Inclusion factors. The statements with
the lowest FL values (FK1, F12, and F15) were, therefore, dropped
to enhance the AVE coefficients.

The convergent validity of the model was satisfied based on
the findings presented in Table 3. All the retained statements
had an FL value higher than the cutoff value of 0.50 and most
were below the preferred cutoff value of 0.70, with significant
t-values higher than 1.96 and P < 0.05. The CR coefficients
were found to be higher than the cutoff value of 0.70, thereby
showing adequate convergent validity and internal consistency:
Financial Attitude (0.828), Financial Knowledge (0.825), Financial
Behavior (0.838), Financial Self-efficacy (0.868), Financial
Inclusion (0.844), and Financial Capability (0.854). The same
results accrued for the Cronbach’s alpha coefficients, which were
higher than the cutoff value of 0.70 and, therefore, contributed to
the internal consistency and statistical reliability of the model:
Financial Attitude (0.723), Financial Knowledge (0.718), Financial
Behavior (0.758), Financial Self-efficacy (0.810), Financial
Inclusion (0.754), and Financial Capability (0.747). Also, the AVE
coefficients were higher than the cutoff value of 0.50 such that

Number Variable Mean Level SD Minimum Maximum
1 Financial attitude 4.29 High 0.63 1.50 5.00

2 Financial knowledge 4.07 High 0.70 1.00 5.00

3 Financial behavior 4.22 High 0.64 2.00 5.00

4 Financial self-efficacy 4.10 High 0.75 1.00 5.00

5 Financial inclusion 4.09 High 0.68 1.00 5.00

6 Financial capability 3.89 High 0.95 1.00 5.00
SD: Standard deviation

Table 2: Correlation matrix (n=887)

Number Variable 1 3 4 5 6
1 Financial attitude 1

2 Financial knowledge 0.530%**

3 Financial behavior 0.515%* 0.384** 1

4 Financial self-efficacy 0.523%** 0.532%%* 0.461%* 1

5 Financial inclusion 0.458%* 0.550%* 0.443%** 0.588** 1

6 Financial capability 0.387** 0.453%%* 0.386** 0.627** 0.469%* 1

**Correlation is significant at the (0.01) level
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Table 3: Confirmatory factor analysis report (n=887)
Statement

Financial attitude
FA1: Setting goals for the future is crucial
FA2: I ensure prompt payment of my bills

FA3: I maintain a vigilant personal oversight of my financial situation
FA4: T am willing to invest, at risk, a portion of my own funds for savings or investment purposes

Financial knowledge
FK2: I excel in calculations such as profit/loss, percentages, etc.

FK3: Investments with a high yield tend to be accompanied by a high level of risk

FK4: Rapidly rising cost of living is a hallmark of high inflation

FKS: If prices soar, the purchasing power of savings could be severely diminished

Financial behavior

FB1: I set long-term financial objectives that guide my spending habits

FB2: I adhere to a weekly or monthly budget for expenses
FB3: I compare prices before making a purchase
FB4: I assess my financial status prior to a significant purchase

FBS5: I have a strategy in place to reach my financial goals (retirement, savings, investments, etc.)

Financial self-efficacy
FSE1: I am self-assured in managing my finances
FSE2: I can easily spend less than my income each month

FSE3: I can comfortably deposit money into the bank to plan for the future

FSE4: I have the ability to obtain a loan from the bank

FSES: I have the necessary skills to utilize financial services to achieve my financial goals

Financial inclusion

FI3: I am knowledgeable about conventional financial products and services

(savings, loans, insurance, and payments/remittances)

F14: I have employed my savings account to prepare for future expenses
FI5: I am aware of the necessary documentation to open a bank account

FI16: I receive timely information regarding my financial transactions
Financial capability

FC1: I am capable of obtaining at least SR 1,000 in the event of an unexpected

expense in the next month

FC2: I have sufficient funds to sustain for 3 months without a regular income
FC3: I am proficient in handling day-to-day financial matters, such as checking

accounts, credit and debit cards, and tracking expenses

FL t Cronbach’s
o/CR/AVE

0.717 28.567***  Cronbach’s o (0.723)
0.740 27.944%** CR (0.828)
0.812 56.874%** AVE (0.547)

0.684 27.469%**

0.726 30.533***  Cronbach’s o (0.718)
0.756 35.475%%* CR (0.825)
0.751 34357+ AVE (0.541)
0.709 27.064%%*

0.750 32.051***  Cronbach’s ot (0.758)
0.764 36.656%** CR (0.838)
0.644 21.168%** AVE (0.510)
0.639 21.728%**

0.762  40.929%%*

0.766 41.647***  Cronbach’s ot (0.810)
0.763  35.837%%* CR (0.868)
0.797 45577+ AVE (0.570)
0.654 22.216%**

0.784 46.870%**

0.759 34.486***  Cronbach’s o (0.754)
CR (0.844)

0.811 48.306%** AVE (0.575)

0.688 22,858

0.771 37.182%**

0.813 45.248***  Cronbach’s o (0.747)
CR (0.854)

0.817 48.339%** AVE (0.661)

0.808 50.689%*

***¥P<0.001. AVE: Average variance extracted, CR: Composite reliability

Source: The author adapted questionnaires originally developed by Al Rahahleh (2023), Perry & Morris (2005), and Robb & Woodyard (2011), as well as the Financial Industry
Regulatory Authority (FINRA, 2012), to align them more effectively with the specific goals of the study.

they contributed to the convergent validity of the model: Financial
Attitude (0.547), Financial Knowledge (0.541), Financial Behavior
(0.510), Financial Self-efficacy (0.570), Financial Inclusion
(0.575), and Financial Capability (0.661).

In regard to discriminant validity as a basis for checking significant
variance between the model variables, three approaches were
adopted. Firstly, according to the Fornell and Larcker (1981)
approach, as shown in Table 4, the square root of the AVE of each
factor was higher than the factor correlations with the remaining
model factors. According to the HTMT approach (Henseler et al.,
2015), as shown in Table 5, the coefficients were lower than 1 with
most below 0.85, the preferred cutoff. Finally, according to the
cross-loading approach, as shown in Table 4, the item loading for
each factor was greater than its FL in the other factors.

4.3. Stage 2: Examining the Paths of the Structural
Model

To test the associations between the model variables, the structural
model was evaluated through path analysis and the quality of
the structural model was examined based on the coefficients
of explained variance (R?). The full model comprising all the
variables explained a satisfactory amount of variation in the
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predicted variables given the coefficient values: Financial Behavior
(R? = 32.5%), Financial Self-efficacy (R?* = 37%), Finanical
Inclusion (R? = 36.2%), and Financial Capability (R? = 32.1%).
Further, the possibility of a multicollinearity issue between the
model variables was examined: The Variance Inflation Factor (VIF)
coefficients were lower than the cutoff value of 10, suggesting that
the structural model was free of the multicollinearity issue (Pallant,
2020). The structural model estimates are presented in Figure 1,
and the path estimates for the proposed hypotheses were as follows:
H: Financial attitude has a significant influence on financial
behavior.

The path estimate was B = 0.340, P = 0.000, which reflects a
significant positive influence and thereby supports H,.

H,: Financial attitude has a significant influence on financial
self-efficiency.

The path estimate was B = 0.358, P = 0.000, which reflects a
significant positive influence and thereby supports H,.

H,: Financial attitude has a significant influence on financial
capability.
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Table 4: Discriminant validity based on the cross-loading approach (n=887)

FA1 0.717 0.365 0.251
FA2 0.740 0.369 0.243
FA3 0.812 0.432 0.325
FA4 0.684 0.358 0.347
FB1 0.353 0.750 0.344
FB2 0.381 0.764 0.283
FB3 0.361 0.644 0.218
FB4 0.380 0.639 0.183
FBS5 0.377 0.762 0.371
FC1 0.305 0.295 0.813
FC2 0.261 0.298 0.817
FC3 0.385 0.369 0.808
FI3 0.315 0.330 0.368
Fl4 0.387 0.418 0.440
FI5 0.340 0.312 0.293
FI6 0.389 0.327 0.367
FK2 0.341 0.315 0.386
FK3 0.364 0.278 0.354
FK4 0.436 0.304 0.295
FK5 0.390 0.251 0.283
FSE1 0.460 0.413 0.485
FSE2 0.375 0.334 0.486
FSE3 0.435 0.397 0.477
FSE4 0.280 0.262 0.457
FSE5 0.441 0.357 0.495

0.315 0.369 0.355
0.349 0.337 0.378
0.407 0.394 0.438
0.320 0.426 0.401
0.315 0.271 0.367
0.334 0.256 0.354
0.303 0.250 0.294
0.276 0.296 0.270
0.405 0.325 0.387
0.361 0.313 0.524
0.374 0.322 0.471
0.444 0.444 0.544
0.759 0.399 0.425
0.811 0.389 0.508
0.688 0.415 0.392
0.771 0.381 0.487
0.437 0.726 0.399
0.398 0.756 0.408
0.364 0.751 0.384
0.314 0.709 0.351
0.453 0.398 0.766
0.416 0.351 0.763
0.488 0.397 0.797
0.414 0.353 0.654
0.492 0.473 0.784

Table 5: Discriminant validity based on the Fornell and Larcker approach and the heterotrait-monotrait ratio of

correlations approach (n=887)

Financial attitude 0.740

Financial behavior 0.517 0.714 0.700

Financial capability 0.398 0.400 0.813 0.524 0.512

Financial inclusion 0.473 0.460 0.489 0.758 0.636 0.602 0.635

Financial knowledge 0.517 0.392 0.452 0.517 0.736 0.720 0.529 0.596 0.704

Financial self-efficacy 0.534 0.472 0.635 0.602 0.526 0.755 0.687 0.593 0.812 0.763 0.683

The path estimate was B = 0.083, P = 0.048, which reflects a
significant positive influence and thereby supports H..

H,: Financial self-efficacy mediates the influence between
financial attitude and financial inclusion.

The path estimate for the indirect influence was B = 0.215,
P = 0.000, which reflects a significant indirect influence and
thereby supports H,.

H: Financial knowledge has a significant influence on financial
behavior.

The path estimate was B = 0.086, P = 0.019, which reflects a
significant positive influence and thereby supports H..

H,: Financial knowledge has a significant influence on financial

self-efficacy.

The path estimate was B = 0.340, P = 0.000, which reflects a
significant positive influence and thereby supports H,.

H : Financial knowledge has a significant influence on financial
capability.

The path estimate was B = 0.208, P = 0.000, which reflects a
significant positive influence and thereby supports H..

H,: Financial self-efficacy mediates the influence between
Financial Knowledge and Financial Inclusion.

The path estimate was B = 0.205, P = 0.000, which reflects a
significant indirect influence and thereby supports H,.

H,: Financial behavior has a significant influence on financial
capability.

The path estimate was B = 0.151, P = 0.000, which reflects a
significant positive influence and thereby supports H,.

H,: Financial inclusion has a significant influence on financial
capability.
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Table 6: Summary of path estimates (n=887)

H Path Beta Decision

H, Financial attitude - financial behavior 0.340%* Supported
H, Financial attitude - financial self-efficacy 0.358* Supported
H, Financial attitude = financial capability 0.083* Supported
H, Financial attitude - financial self-efficacy > financial inclusion Indirect (0.215%) Supported
H; Financial knowledge - financial behavior 0.086* Supported
H, Financial knowledge - financial self-efficacy 0.340%* Supported
H, Financial knowledge - financial capability 0.208* Supported
H, Financial knowledge - financial self-efficacy = financial inclusion Indirect (0.205%) Supported
H, Financial behavior - financial capability 0.151%* Supported
H, Financial inclusion = Financial capability 0.272%* Supported
H, Financial self-efficacy = financial behavior 0.246* Supported
H, Financial self-efficacy = financial inclusion 0.602%* Supported
H, Financial self-efficacy = financial behavior - financial capability Indirect (0.037*) Supported
H, Financial self-efficacy > financial inclusion = financial capability Indirect (0.164%) Supported

Financial behavior (R=32.5%)
Financial self-efficacy (R>=37%)
Financial inclusion (R>=36.2%)
Financial capability (R>=32.1%)

*P<0.05

The path estimate was B = 0.272, P = 0.000, which reflects a
significant positive influence and thereby supports H, .

H ,: Financial self-efficacy has a significant influence on financial
behavior.

The path estimate was B = 0.246, P = 0.000, which reflects a
significant positive influence and thereby supports H, .

H,,: Financial self-efficiency has a significant influence on
financial inclusion.

The path estimate was B = 0.602, P = 0.000, which reflects a
significant positive influence and thereby supports H,.

H ,: Financial behavior mediates the influence between financial
self-efficacy and financial capability.

The path estimate was B = 0.037, P = 0.006, which reflects a
significant indirect influence and thereby supports H ..

H,,: Financial inclusion mediates the influence between financial
self-efficacy and financial capability.

The path estimate was B = 0.164, P = 0.000, which reflects a
significant indirect influence and thereby supports H ,.

A summary of the path estimates is presented in Table 6.

S. DISCUSSION

The purpose of this study was to investigate the influences between
a number of variables pertinent to citizens’ ability to access and
function in relation to the formal financial environment, i.e.,
Financial Attitude, Financial Knowledge, Financial Behavior,
Financial Self-efficacy, Financial Inclusion, and Financial
Capability. The model proposes direct and indirect influences
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Figure 1: Structural model estimates

Financial Self-effic
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0.151 (0.000)

Financial Behavior

Financial Capability

0.086 (0.019) 0.208 (0.000)

Financial Knowledge

to deepen the field’s understanding of how financial capability,
financial inclusion, and financial self-efficacy are determined
among Saudi citizens. A sample consisting of 887 valid responses
was subjected to PLS path modeling, and the findings provided
support for all the hypotheses investigated.

Building financial capability relies on supporting multiple
mechanisms that rely, in turn, on multiple interdependent



Rahahleh: Determinants of the Financial Capability: The Mediating role of Financial Self-efficacy and Financial Inclusion

relationships. Overall, the literature supports this statement, but
does not explore all these relationships in detail. The present study
constitutes a step towards addressing this research gap by setting
a new direction and providing a new model to inform and drive
future research.

In terms of the relationships proposed in the model, it is evident
that each of the focal variables is vital in determining the extent
to which an individual and a society as a whole can develop
financial capability and realize financial inclusion. Given its
interest in building financial capability among its country’s
citizens, the Saudi government, and, indeed, the governments of
many other countries, would be well-advised to consider extensive
programming efforts in which all the aspects included in the model
investigated herein are taken into account, i.e., financial attitude,
financial knowledge, financial behavior, financial self-efficacy,
and financial inclusion.

According to the study findings, the three dimensions of financial
literacy, i.e., financial attitude, financial knowledge, and financial
behavior, are interrelated, which is in line with findings reported
in prior studies. On this basis, it is reasonable to conclude that
financial knowledge and financial attitude have a determining
influence on and are predictive of individuals’ financial behavior.
These components were also found to have a vital role in
determining financial self-efficacy and actual financial behavior,
both of which arise from and influence financial literacy,

Financial self-efficacy, which is an outcome of the financial
literacy components, was found to be a prerequisite for achieving
financial inclusion, such that its part in various relationships
between the components is an essential consideration in this
regard—particularly as a predictor of financial capability. In
fact, the findings support direct and indirect mechanisms in
terms of building financial capability as mainly determined
by either components or outcomes of financial literacy such
as self-efficacy. Indeed, these findings reveal interdependent
relationships between self-awareness aspects, including financial
literacy, financial inclusion, and financial self-efficacy. Hence,
those looking to build a positive personal financial life would
achieve it by developing financial capability through the variables
examined herein.

Overall, a set of direct and indirect mechanisms were examined
in relation to predicting financial capability, and interrelationships
and interdependency were found among them. However, the
findings presented are only the beginning of this research direction
such that more research effort is needed to extend this work to
confirm and complicate our understanding of the relationships
identified and to integrate more aspects into the model.

6. CONCLUSION

Addressing the predictors of financial capability in a developing
country context such as the Kingdom of Saudi Arabia is a vital
contribution to advancing the field’s understanding of individual
aspects related to determining the extent of an individual’s financial
inclusion and the extent to which a country has realized financial
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inclusion as determined by its educational, socio-economic, and
regulatory environments.

As the sequential process in which financial literacy and financial
self-efficacy are mutually dependent and also influence financial
inclusion and financial capability remains open to debate, the
proposed model comprises both direct and indirect mechanisms
in relation to determining the pathways through which financial
capability is determined. The findings support all the relationships
and roles proposed, showing that financial literacy, achieved,
maintained, and advanced through many components, is the vital
starter for subsequent determinants of financial capability.

Additionally, the findings indicate the need for more effort to raise
the level of financial awareness among Saudi citizens. The findings
provide a comprehensive picture of how financial capability is
determined, which should be considered by all governments,
agencies, and institutions with responsibility for providing
financial education to citizens.

REFERENCES

ACCION. (2019), Seizing the Moment: On the Road to Financial
Inclusion (Financial Inclusion 2020 Synthesis Report). Washington,
DC: Center for Financial Inclusion.

Ajzen, 1. (1991), The theory of planned behavior. Organizational Behavior
and Human Decision Processes, 50(2), 179-211.

Al Rahahleh, N. (2022), Financial literacy levels among Saudi
citizens across budgeting, saving, investment, debt, and insurance
dimensions. Journal of Risk and Financial Management, 15, 582.

Al Rahahleh, N. (2023), The Mediating Role of Financial Self-efficacy in
the Relationship between Financial Literacy and Financial Inclusion:
Partial Least Squares Structural Equation Modeling. Working Paper.

Amagir, A., Wilschut, A., Groot, W. (2018), The relation between financial
knowledge, attitudes towards money, financial self-efficacy, and
financial behavior among high school students in the Netherlands.
Empirische Padagogik, 32(3/4), 387-400.

Amatucci, F.M., Crawley, D.C. (2011), Financial self-efficacy among
women entrepreneurs. International Journal of Gender and
Entrepreneurship, 3(1), 23-37.

Amran, N.A. (2011), The effect of owner’s gender and age to firm
performance: A review. Journal of Global Business and Economics,
2(1), 104-116.

Anderson, J.C., Gerbing, D.W. (1988), Structural equation modeling
in practice: A review and recommended two-step approach.
Psychological Bulletin, 103(3), 411-423.

Aprea, C., Wuttke, E., Breuer, K., Koh, N.K., Davies, P., Greimel-
Fuhrmann, B., Lopus, J.S. (2016), International Handbook of
Financial Literacy. Germany: Springer.

Arifin, A.Z. (2018), Influence factors toward financial satisfaction with
financial behavior as intervening variable on Jakarta area workforce.
European Research Studies Journal, 21(1), 90-103.

Arofah, A.A. (2019), Financial literacy, self-efficacy, and financial
behaviour of college students. International Journal of Pedagogy
and Teacher Education, 3(2), 129-138.

Asebedo, S.D., Seay, M.C. (2018), Financial self-efficacy and the saving
behavior of older pre-retirees. Journal of Financial Counselling and
Planning, 29(2), 357-368.

Atkinson, A., McKay, S., Kempson, E., Collard, S. (2006), Levels
of financial capability in the UK: Results of a baseline survey.
(Consumer Research 47).



Rahahleh: Determinants of the Financial Capability: The Mediating role of Financial Self-efficacy and Financial Inclusion

Atkinson, A., Messy, F.A. (2012), Measuring Financial Literacy: Results
of the OECD/International Network on Financial Education (INFE)
Pilot Study. Washington, DC: OECD Publishing.

Atlas, S.A., Lu, J., Micu, P.D., Porto, N. (2019), Financial knowledge,
confidence, credit use, and financial satisfaction. Journal of Financial
Counseling and Planning, 30(2), 175-190.

Bandura, A. (1977), Self-efficacy: Toward a unifying theory of behavioural
change. Psychological Review, 84(2), 191-215.

Bandura, A. (1982), Self-efficacy mechanism in human agency. American
Psychologist, 37(2), 122-147.

Batty, M., Collins, J.M., Odders-White, E. (2015), Experimental evidence
on the effects of financial education on elementary school students’
knowledge, behavior, and attitudes. Journal of Consumer Affairs,
49(1), 69-96.

Belas, J., Nguyen, A., Smrcka, L., Kolembus, J., Cipovova, E. (2016),
Financial literacy of secondary school students: Case study from
the Czech Republic and Slovakia. Economics and Sociology, 9(4),
191-206.

Bongini, P., lannello, P., Rinaldi, E.E., Zenga, M., Antonietti, A. (2018),
The challenge of assessing financial literacy: Alternative data analysis
methods within the Italian context. Empirical Research in Vocational
Education and Training, 10(1), 12.

Chowa, G., Ansong, D., Despard, M.R. (2014), Financial capabilities:
Multilevel modeling of the impact of internal and external capabilities
of rural households. Social Work Research, 38(1), 19-35.

Chu, Z., Wang, Z., Xiao, J.J., Zhang, W. (2017), Financial literacy,
portfolio choice and financial well-being. Social Indicators Research,
132(2), 799-820.

Civelek, M., Kljucnikov, A., Krajcik, V., Zufan, J. (2019), The
importance of discount rate and trustfulness of a local currency for
the development of local tourism. Journal of Tourism and Services,
10(19), 77-92.

Danes, S.M., Haberman, H.R. (2007), Teen financial knowledge, self-
efficacy, and behavior: A gendered view. Financial Counseling and
Planning, 18(2), 48-60.

Dewi, 1.G. (2022), Financial self-efficacy mediates the influence of
financial literature and attitude on financial management behavior.
International Journal of Social Science, 2(2), 1475-1482.

Djou, L.G., Lukiastuti, F. (2021), The moderating influence of financial
literacy on the relationship of financial attitudes, financial self-
efficacy, and credit decision-making intensity. Jurnal Akuntansi dan
Keuangan, 23(2), 69-82.

Domingo, M., Buvanendra, S. (2021), Does Financial Self-efficacy
Significantly Influence in Explaining Women’s Personal Finance
Behaviour: Evidence from Sri Lanka. Faculty of Management Studies
and Commerce, University of Sri Jayewardenepura, 18" International
Conference on Business Management.

Fanani, Z., Saudale, G.E.K. (2019), Influence of information asymmetry
and self-efficacy on budgetary slack: An experimental study. Jurnal
Akuntansi Dan Keuangan, 20(2), 62-72.

Farrell, L., Fry, T.R.L., Risse, L. (2016), The significance of financial
self-efficacy in explaining women’s personal finance behaviour.
Journal of Economic Psychology, 54, 85-99.

Fessler, P., Jelovsek, M., & Silgoner, M. (2020). Financial literacy in
Austria—focus on millennials. Monetary Policy and the Economy,
3,21-38.

FINRA. (2012), National Financial Capability Study Military Survey.
Financial Industry Regulatory Authority Investor Education
Foundation. Available from: https://www.usfinancialcapability.org

Forbes, J., Kara, S.M. (2010), Confidence mediates how investment
knowledge influences investing self-efficacy. Journal of Economic
Psychology, 31(3), 435-443.

Fornell, C., Larcker, D.F. (1981), Evaluating structural equation models

International Journal of Economics and Financial Issues | Vol 13 « Issue 6 » 2023

with unobservable variables and measurement error. Journal of
Marketing Research, 18(1), 39-50.

Garg, N., & Singh, S. (2018). Financial literacy among youth. International
Journal of social economics, 45(1), 173-186.

GPFI. (2010), G20 Principles for Innovative Financial Inclusion:
Executive Brief. Mumbai: Global Partnership for Financial Inclusion.

Hair, J.F. Jr., Hult, G.T.M., Ringle, C.M., Sarstedt, M. (2021), A Primer
on Partial Least Squares Structural Equation Modeling (PLS-SEM).
United States: Sage Publications.

Hayhoe, C.R., Leach, L., Allen, M.W., Edwards, R. (2005), Credit cards
held by college stu-dents.Journal of Financial Counseling and
Planning,16(1), 1-10.

Heckman, S.J., Grable, J.E. (2011), Testing the role of parental debt
attitudes, student income, dependency status, and financial
knowledge have in shaping financial self-efficacy among college
students. College Student Journal, 45(1), 51-64.

Henchoz, C., Coste, T., Wernli, B. (2019), Culture, money attitudes
and economic outcomes. Swiss Journal of Economics and
Statistics,155(1), 1-13.

Henseler, J., Ringle, C.M., Sarstedt, M. (2015), A new criterion for
assessing discriminant validity in variance-based structural equation
modeling. Journal of the Academy of Marketing Science, 43(1),
115-135.

Hensley, B.J. (2015), Enhancing links between research and practice to
improve consumer financial education and well-being. Journal of
Financial Counseling and Planning, 26(1), 94-101.

Hepler, T.J., Feltz, D.L. (2012), Take the first heuristic, self-efficacy,
and decision-making in sport. Journal of Experimental Psychology:
Applied, 18(2), 154-161.

Hilgert, M.A., Hogarth, J.M., Beverly, S.G. (2003), Household financial
management: The connection between knowledge and behavior.
Federal Reserve Bulletin, 106, 309-322.

Hira, T.K. (2012), Promoting sustainable financial behaviour: Implications
for education and research. International Journal of Consumer
Studies, 36(5), 502-507.

Holzmann, R., Mulaj, F., Perotti, V. (2013), Financial Capability in Low-
and Middle-Income Countries: Measurement and Evaluation (A
Report on the World Bank’s Research Program and the Knowledge
from the Russia Financial Literacy and Education Trust Fund).
United States: World Bank, Ministry of Finance of the Russian
Federation, OECD.

Husnain, B. (2019), Personality, Financial Self-Efficacy and Investment
Decisions: The Role of Need for Cognition and Individual Moods
(Doctoral Dissertation, International Islamic University, Islamabad).

Huston, S.J. (2010), Measuring financial literacy. Journal of Consumer
Affairs, 44(2), 296-316.

Johnson, E., Sherraden, M.S. (2007), From financial literacy to financial
capability among youth. The Journal of Sociology and Social
Welfare, 34(3), 119-147.

Joo, S., Grable, J.E., Bagwell, D.C. (2003), Credit card attitudes and
behaviors of college students. College Student Journal, 37,405-418.

Kalmi, P. (2018), The effects of financial education: Evidence from
Finnish lower secondary schools. Economic Notes, 47(2-3), 353-386.

Kempson, E., Perotti, V., Scott, K. (2013), Measuring Financial
Capability: A New Instrument and Results from Low-and Middle-
Income Countries. Washington, DC: World Bank. Available from:
https://openknowledge.worldbank.org/handle/10986/16296

Kim, K.T., Anderson, S.G., Seay, M.C. (2019), Financial knowledge and
short-term and long-term financial behaviors of millennials in the
United States. Journal of Family and Economic Issues, 40(2), 194-208.

Lachance, M.J., Choquette-Bernier, N. (2004), College students’
consumer competence: A qualitative exploration. International
Journal of Consumer Studies, 28(5), 433-442.



Rahahleh: Determinants of the Financial Capability: The Mediating role of Financial Self-efficacy and Financial Inclusion

Lapp, W.M. (2010), The Missing Link: Financial Self-Efficacy’s Critical
Role in Financial Capability. EARN Research Institute, White
Paper. Available https://www.earn.org/wp-content/uploads/2015/03/
missing_link financial self-efficacy critical role in_financial
capability.pdf

Loke, V., Choi, L., & Libby, M. (2015). Increasing youth financial
capability: An evaluation of the MyPath savings initiative. Journal
of Consumer Affairs, 49(1), 97-126.

Lown, J.M., Kim, J., Gutter, M.S., Hunt, A.T. (2015), Self-efficacy and
savings among middle and low income households. Journal of Family
and Economic Issues, 36(4), 491-502.

Lusardi, A., Mitchell, O. S., & Curto, V. (2010). Financial literacy among
the young. Journal of consumer affairs, 44(2), 358-380.

Lusardi, A., Mitchell, O.S. (2014), The economic importance of financial
literacy: Theory and evidence. Journal of Economic Literature,
52(1), 5-44.

Luukkanen, L., Uusitalo, O. (2019), Toward financial capability:
Empowering the young. Journal of Consumer Affairs, 53(2), 263-295.

Mindra, R., Moya, M. (2017), Financial self-efficacy: A mediator in
advancing financial inclusion. Equality, diversity and inclusion: An
International Journal, 36(2), 128-149.

Mindra, R., Moya, M., Zuze, L.T., Kodongo, O. (2017), Financial self-
efficacy: A determinant of financial inclusion. International Journal
of Bank Marketing, 35(3), 338-353.

Mitchell, O.S., Lusardi, A. (2011), Financial literacy and planning:
Implications for retirement well-being. In: Mitchell, O.S.,
Lusardi, A., editors. Financial Literacy: Implications for Retirement
Security and the Financial Marketplace. Oxford: Oxford Academic,
p16-39.

Montford, W., Goldsmith, R.E. (2016), How gender and financial self-
efficacy influence investment risk taking. International Journal of
Consumer Studies, 40(1), 101-106.

Moreland, K.A. (2018), Seeking financial advice and other desirable
financial behaviors. Journal of Financial Counseling and Planning,
29(2), 198-206.

Newman, A., Obschonka, M., Schwarz, S., Cohen, M., Nielsen, . (2019),
Entrepreneurial self-efficacy: A systematic review of the literature on
its theoretical foundations, measurement, antecedents, and outcomes,
and an agenda for future research. Journal of Vocational Behaviour,
110, 403-419.

Nguyen, T.A.N., Rozsa, Z., Belas, J., Belasova, L. (2017), The effects
of perceived and actual financial knowledge on regular personal
savings: Case of Vietnam. Journal of International Studies, 10(2),
278-291.

Nguyen, T. A. N., & Rozsa, Z. (2019). Financial literacy and financial
advice seeking for retirement investment choice. Journal of
Competitiveness, 11(1), 70-83.

Nizam, R., Karim, Z.A., Rahman, A.A., Sarmidi, T. (2020), Financial
inclusiveness and economic growth: New evidence using a threshold
regression analysis. Economic Research-Ekonomska Istrazivanja,
33(1), 1465-1484.

Noor, N., Batool, I., Arshad, H.M. (2020), Financial literacy, financial
self-efficacy and financial account ownership behavior in Pakistan.
Cogent Economics and Finance, 8(1), 1806479.

OECD. (2013), Financial Literacy and Inclusion. Financial Literacy and
Education. France: Organisation for Economic Co-operation and
Development.

OECD. (2015), National Strategies for Financial Education: OECD/
INFE Policy Handbook. Available from: https://www.oecd.org/
daf/fin/financial-education/national-strategies-for-financial-
educationpolicy-handbook.htm

Pallant, J. (2020), SPSS Survival Manual: A Step by Step Guide to Data
Analysis Using IBM SPSS. United Kingdom: Routledge.

28

International Journal of Economics and Financial Issues | Vol 13 « Issue 6 » 2023

Perry, V.G., Morris, M.D. (2005), Who is in control? The role of self-
perception, knowledge, and income in explaining consumer financial
behaviour. Journal of Consumer Affairs, 39(2), 299-313.

Piotrowska, M. (2019), Facets of competitiveness in improving the
professional skills. Journal of Competitiveness, 11(2), 95-112.

Podsakoff, P.M., MacKenzie, S.B., Podsakoff, N.P. (2012), Sources of
method bias in social science research and recommendations on how
to control it. Annual Review of Psychology, 63, 539-569.

Potocki, T., Cierpial-Wolan, M. (2019), Factors shaping the financial
capability of low-income consumers from rural regions of Poland.
International Journal of Consumer Studies, 43(2), 187-198.

Potrich, A.C.G., Vieira, K.M., Kirch, G. (2015), Determinants of financial
literacy: Analysis of the influence of socioeconomic and demographic
variables. Revista Contabilidade and Finangas, 26(69), 362-377.

Potrich, A.C.G., Vieira, K.M., Mendes-Da-Silva, W. (2016), Development
of a financial literacy model for university students. Management
Research Review, 39(3), 356-376.

Putri, M.H., Pamungkas, A.S. (2019), Pengaruh financial knowledge,
locus of control dan financial self-efficacy Terhadap financial
behavior. Jurnal Manajerial Dan Kewirausahaan, 1(4), 890-889.

Qamar, M.A.J., Khemta, M.A.N., Jamil, H. (2016), How knowledge and
financial self-efficacy moderate the relationship between money
attitudes and personal financial management behavior. European
Online Journal of Natural and Social Sciences, 5(2), 296-308.

Renaldo, N., Karuppannan, G., Bhuiyan, A.B., Kumarasamy, M.M.
(2021), The determinance of the financial behavior among graduate
students in Indonesia. Australian Finance and Banking Review,
5(1), 15-28.

Robb, C.A., Woodyard, A.S. (2011), Financial knowledge and best
practice behavior. Journal of Financial Counseling and Planning,
22(1), 60-70.

Rothwell, D.W., Khan, M.N., Cherney, K. (2016), Building financial
knowledge is not enough: Financial self-efficacy as a mediator in the
financial capability of low-income families. Journal of Community
Practice, 24(4), 368-388.

Sample, J., Warland, R. (1973), Attitude and prediction of behavior. Social
Forces, 51(3), 292-304.

Santini, F.D.O., Ladeira, W.J., Mette, F.M.B., Ponchio, M.C. (2019), The
antecedents and consequences of financial literacy: A meta-analysis.
International Journal of Bank Marketing, 37(6), 1462-1479.

Serido, J., Shim, S., Tang, C. (2013), A developmental model of financial
capability: A framework for promoting a successful transition to
adulthood. International Journal of Behavioral Development, 37(4),
287-297.

Sherraden, M.S. (2013), Building blocks of financial capability. In:
Birkenmaier, J., Sherraden, M., Curley, J., editors. Financial
Capability and Asset Development. United Kingdom: Oxford
University Press, p3-43.

Sherraden, M.S., Huang, J., Frey, J.J., Birkenmaier, J., Callahan, C.,
Clancy, M.M., Sherraden, M. (2015), Financial Capability and
Asset Building for All (Grand Challenges for Social Work Initiative
Working Paper No. 13). Washington: American Academy of Social
Work and Social Welfare.

Shih, T.Y., Ke, S.C. (2014), Determinates of financial behavior: Insights
into consumer money attitudes and financial literacy. Service
Business, 8(2), 217-238.

Shim, S., Serido, J., Bosch, L., Tang, C. (2013), Financial identity-
processing styles among young adults: A longitudinal study of
socialization factors and consequences for financial capabilities.
Journal of Consumer Affairs, 47(1), 128-152.

Sposito, V.A., Hand, M.L., Skarpness, B. (1983), On the efficiency
of using the sample kurtosis in selecting optimal lpestimators.
Communications in Statistics-Simulation and Computation, 12(3),



Rahahleh: Determinants of the Financial Capability: The Mediating role of Financial Self-efficacy and Financial Inclusion

265-272.

Taylor, K.M., Betz, N.E. (1983), Applications of self-efficacy theory to
the understanding and treatment of career indecision. Journal of
Vocational Behaviour, 22(1), 63-81.

Vlaev, L, Elliott, A. (2017), Defining and influencing financial capability.
In: Ranyard, R., editor. Economic Psychology. United States: John
Wiley and Sons, p187-205.

Wijaya, R., Leon, F.M. (2019), Financial Inclusion and Financial Self-
Efficacy in Indonesia. In: Proceedings of the 2019 International
Conference on Organizational Innovation (ICOI 2019). Netherlands:
Atlantis Press, p543-547.

Xiao, J.J.,Ahn, S.Y., Serido, J., Shim, S. (2014), Earlier financial literacy
and later financial behaviour of college students. International Journal
of Consumer Studies, 38(6), 593-601.

Xiao, J.J., Chen, C., Chen, F. (2014), Consumer financial capability and
financial satisfaction. Social Indicators Research, 118(1), 415-432.

Yap, R.J.C., Komalasari, F., Hadiansah, 1. (2018), The effect of financial
literacy and attitude on financial management behavior and
satisfaction. Bisnis and Birokrasi Journal, 23(3), 140-146.

Yong, C.C., Yew, S.Y., Wee, C.K. (2018), Financial knowledge, attitude
and behaviour of young working adults in Malaysia. Institutions and
Economies, 10(4), 21-48.

International Journal of Economics and Financial Issues | Vol 13 « Issue 6 * 2023




