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ABSTRACT

This quantitative study aimed at assessing the financial literacy of higher
secondary education students residing in Haa Dhaal Atoll (Northen Atoll) of the
Maldives. Data was collected from 177 students, and simple random sampling
students were randomly selected. The methods of data analysis were
Exploratory Factor Analysis along with hypothesis testing to analyze the data.
Results indicate that there is a strong relationship between financial awareness
and financial self-efficacy while there is moderate relationship between financial
experience and financial self-efficacy as well as moderate relationship between
financial self-efficacy and financial behavior. Studies to assess financial self-
efficacy of students are seldom conducted in the Maldives, hence, this gives two
primary implications; one for academia as this study adds to the current body of
existing literature. The second implication is to the public; educational ministry
and authorities responsible for devising financial programs can curate programs
that would equip students with the most crucial financial skills they require.
There is limited literature based on the financial literacy of Maldivian students;
hence, this is a novel study. While few studies have been conducted on financial
literacy based in the Maldives, the analytical studies are limited.

Keywords: Financial Awareness, Financial Behavior, Financial Efficacy,
Financial Experience, Financial Literacy

1. Introduction

Research on financial literacy reveals that many consumers lack the knowledge to make sound
financial decisions, which impacts their financial well-being. Studies indicate that financial
knowledge is linked to positive financial behaviors, yet there is debate over whether financial
education directly enhances financial literacy (Munawar., 2023). Lusardi and Mitchell (2023)
study found that middle-aged individuals who took a high school financial management course
saved a larger portion of their income. However, many respondents could not recall if they had
taken such a course, casting doubt on the accuracy of findings about education’s long-term
impact.

With the various types of financial instruments being introduced every day and the shift of
lifestyle changes of most Maldivian families from extended families to nuclear families,
managing individual finances is integral for a secure future. According to Lusardi and Mitchell,
integrating financial literacy into education is essential. Programs targeting students and
employees have shown positive outcomes, leading to improved financial behaviors like saving
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and effective debt management. Schools, workplaces, and governments play pivotal roles in
promoting financial literacy through various educational initiatives (Lusardi & Mitchell;
Lusardi & Messy, 2023).

Looking into Maldives, Financial literacy is essential for the Maldives’ economic resilience,
given its dependence on tourism and unique challenges. Although general literacy rates are
high, financial literacy remains low, leaving many vulnerable. Key challenges include the lack
of school-based financial education, cultural stigmas around money discussions, limited access
to financial services, and economic susceptibility to external shocks. Recommended strategies
include integrating financial education into school curricula, community programs,
partnerships with financial institutions, digital learning tools, and government-led initiatives.
Strengthening financial literacy will empower Maldivians to make informed financial
decisions, fostering long-term national stability and growth (Empowering Maldivians Through
Education and Awareness, 2024). With many students moving to the capital area or to other
more populous islands and cities in the Maldives, they depend heavily on managing individual
finances to live. Having financial awareness is crucial for a student to manage finances
individually and even for the future. This study analyzed the factors that contribute to
responsible financial behavior in the northern region of the Maldives among higher secondary
schoolers (aged 18 and above). This study tested three hypotheses based on the following three
research objectives and the consecutive three research questions.

2. Research Problem

The National Bureau of Economic Research’s (NBER) study on financial literacy among college
students offers relevant findings for assessing financial knowledge in higher education. It
emphasizes students' abilities to understand budgeting, savings, credit, and investment
concepts, all critical for managing personal finances after graduation. The study also examines
variations in financial literacy based on demographic factors, aligning with efforts to assess
financial literacy levels among students in Haa Dhaal Atoll, Maldives.

In findings on financial literacy among higher education students in the Maldives, various
sources underline the importance of financial education and literacy for youth. Studies using
OECD's PISA data show disparities in financial literacy among students, often linked to
socioeconomic factors (Students performance in financial literacy in PISA, 2022). This data
indicates that higher socioeconomic status and parental involvement in financial discussions
are associated with greater financial literacy. These insights can serve as benchmarks when
evaluating similar aspects in Maldivian students from Haa Dhaal Atoll.

Additionally, research demonstrates that introducing financial education early, especially in
formal schooling, improves financial behavior and decision-making skills in young adults
(Intoccia, 2023). Programs implemented worldwide show that structured financial education
in schools leads to better financial outcomes, such as reduced debt and improved savings
habits, which can guide Maldivian educational policymakers in designing effective
interventions.

According to students’ financial literacy behavior and expectation in 2015, The OECD report
emphasizes the importance of financial literacy in higher education, identifying key
competencies such as budgeting, saving, and credit understanding. The findings suggest that
enhancing financial literacy not only benefits individual decision-making but also contributes
to broader economic stability. This reinforces the need for targeted educational programs in
regions like Haa Dhaal Atoll, Maldives, to equip students with essential financial skills for their
future.



Research objectives;

1. To study the relationship between financial experience and financial self-efficacy.
2. To explore the relationship between financial awareness and financial self-efficacy.
3. To evaluate the relationship between financial self-efficacy and financial behavior.

Research questions;

1. What is the relationship between financial experience and financial self-efficacy?
2. What is the relationship between financial awareness and financial self-efficacy?
3. What is the relationship between financial self-efficacy and financial behavior?

3. Literature Review

3.1 Financial Literacy

According to Lusardi and Mitchell (2023), financial literacy is how people’s knowledge and
ability to use fundamental financial concepts in their economic decision-making and in other
important matters.

Lusardi and Mitchell (2023) describe financial literacy as the capacity to understand core
financial principles that helps the individuals in decision making. This skill has become crucial
in the rapidly evolving financial landscape, where knowledge in budgeting, saving, and
investing contributes to better decision-making and resilience against economic shocks,
ultimately fostering long-term financial stability.

The demand for financial literacy has grown due to factors like the rise of digital financial
services and increasingly complex financial products. Lusardi and Mitchell emphasize the shift
toward personal responsibility in retirement planning, which necessitates a solid foundation
in financial literacy. Without it, individuals may face challenges in making informed retirement
decisions, resulting in inadequate savings and increased dependence on public resources.
Lusardi and Mitchell (2023) proposed two hypotheses to explain this discrepancy: first,
knowledge from financial education might only become relevant when individuals have
resources to apply it; second, economic conditions during the respondents' youth—like fewer
credit options and frugality due to parents’ experiences in the Depression—may have
influenced behavior more than education alone.

The current study builds on this research by examining recent high school graduates from a
Midwestern school where some took a personal financial management course. This study
assesses whether the course directly influences financial literacy and decision-making,
providing clearer insights into education’s role in shaping financial behaviors. Adding to it,
Financial literacy also benefits communities and societies, as greater financial knowledge
correlates with responsible financial behavior, such as lower debt and higher savings. This not
only supports individual well-being but also contributes to broader economic stability.
Financially informed citizens are better prepared for economic disruptions, as evidenced by
the resilience shown during crises like the COVID-19 pandemic (Lusardi & Messy, 2023).
According to Lusardi and Mitchell, integrating financial literacy into education is essential.
Programs targeting students and employees have shown positive outcomes, leading to
improved financial behaviors like saving and effective debt management. Schools, workplaces,
and governments play pivotal roles in promoting financial literacy through various educational
initiatives (Lusardi & Mitchell; Lusardi & Messy, 2023). Lusardi and Mitchell (2023) argue that
financial literacy is a vital life skill, integral to individual and societal well-being. As financial
landscapes grow more complex, the need for relevant education and awareness increases



across demographic groups. Addressing gaps through tailored financial education initiatives
can help create a more financially secure and informed society.

This is the question Lusardi and Mitchell (2023) raise with their study on financial literacy,
whether it aids individuals in making well-informed choices within a complex financial system.
They claim that financial literacy is an essential ingredient of human capital, reducing the
frictions people face when they come to save (or not), invest or understand concepts as basic
as inflation and risk. Now research demonstrates that financial education is not evenly
distributed among demographic groups and a subset of society —young people, women, and
racial minorities—enter the workforce with lower levels of knowledge in the area. To plug such
gaps, they are suggesting personalized financial learning prototypes aimed at demographic
requirements while teaching money-management skills to students and employees. Xu et al.
(2023) agrees that financial literacy improves the current and long-term participation in
pension of the individuals in rural households and makes higher pension contributions. At the
same time, the findings also suggest that high financial literacy has comparative advantages in
household pension decision making in rural areas and effective financial literacy enhances the
“current, long-term and dynamic impacts of residents' financial literacy on NRPP participation
and pension contributions”. Nguyen et al. (2022) in their study of understanding financial
literacy and associated factors among adults in a low-income country found that lower financial
literacy is associated with having lower income and also shows that people with higher financial
literacy are more likely to be ‘uncertainty avoidance’ than those with engaging uncertainty.

Annamaria Lusardi’s lecture further emphasizes the essential role of financial literacy in
today's evolving economy, focusing on key concepts like interest, inflation, and risk
diversification. These fundamental questions reveal a lack of understanding globally, with only
about a third of adults answering them efficiently even in financially advanced countries. She
et al. (2023), in their systematic review findings stated that, several contextual and personal
factors influence financial well-being of young adults such as changes in macroeconomic
environment, market factors, technological advancement and financial social comparisons,
sociodemographic, personality traits and values, skills and attitudes, financial practices,
financial socialization, lifestyles and early life experiences, and subjective financial situation
and mental health. In another study it was revealed that financial literacy programs are crucial
in enhancing knowledge and behavior of children and adolescents and effectiveness of financial
literacy programs are enhanced by experiential learning, integration of real-life financial
scenarios, and parental involvement (Mancone et al., 2024).

Drexel University's doctoral research investigates financial literacy levels among college
students, stressing the urgent need for effective financial education. The study reveals a
significant knowledge gap that can lead to poor financial choices and increased debt. By
employing quantitative methods to evaluate various aspects of financial literacy, such as
budgeting, saving, and investing, this research underscores the importance of integrating
financial literacy into higher education curricula, making it especially relevant to study in Haa
Dhaal Atoll, Maldives. By providing students with essential financial skills, educational
institutions can promote responsible financial behaviors that contribute to individual and
community economic stability (Intoccia, 2023; Munawar, 2023).

This study explores college students' financial management, highlighting parental influence on
financial behaviors. Using multi-state data, it examines how students gain financial knowledge
and identifies risk factors. Findings offer insights into enhancing financial education for
students, parents, and educators (Intoccia, 2023).



Financial literacy is increasingly prioritized by financial institutions, educators, and state
governments, with several states now mandating personal finance education in schools.
Georgia, for example, integrated personal finance into its K-12 curriculum, including an end-
of-course test in high school economics. College financial literacy is also critical, as students'
financial decisions impact both their post-graduation finances and academic performance. A
study conducted in Hungary shows that the financial literacy of the population is improving
after Covid-19 pandemic; however, the practical use of financial literacy knowledge is below
the international average (Baranyi et al., 2022). In a study by Koskelainen et al. (2023) found
that in the recent years, with the development of FinTech, financial literacy and landscape is
changing, this changes effects the consumers consumption patterns and money management,
consumers ability to adapt their financial behavior according to innovative digital services and
tools, and suggest that financial literacy and digital financial literacy should be taught in
schools at younger age as both these can be seen as ‘survival’ skills.

Incorporating financial literacy in the education system would improve financial literacy,
financial efficacy and financial behavior. It has been shown that the financial landscape is
changing as in any other field and making the field more complicated making it difficult to
navigate without proper knowledge. Mansur et al. (2024) in their study of elementary school
students shows that education programs enhance financial literacy among elementary school
students and involve students in hands-on projects which teaches elements of financial literacy
greatly improves the financial knowledge, behavior and attitude, also suggested that
collaboration between schools and bank provided a practical platform for financial learning. A
Canadian study by Morris et al. (2022) found that financial confidence explains financial
behavior and financial behavior is explained by learning capacity and suggests that financial
education should be considerably improved and educators need to consider the role of financial
confidence in explaining financial behavior. Akinyemi, (2025) found that financial coaching is
more effective in improving financial outcomes than traditional financial education and found
that financial coaching significantly enhanced financial stability of low-income participants, so
that tailored coaching to specific socioeconomic contexts can be key strategies for addressing
the wealth gap. In developing countries, the consequences of poor financial decision-making
are more severe. While there is strong motivation to improve financial education, evidence of
its effectiveness remains mixed, with some studies showing positive results in specific
behaviors, while others suggest limited impact. Understanding the factors behind this
heterogeneity is crucial for enhancing financial education programs.

3.2 Theoretical Literature

Multiple theories have explained how we learn new skills, knowledge and interactions. These
theories also explored how we implement what we have learned into practice in our lives. How
we learn financial literacy and implement what we have learned can be explained by ‘triarchic
theory, financial socialization theory, social leaning theory and theory of consumer
socialization.

Analytical intelligence refers to the ability to analyze, evaluate, and compare information and
it is required for solving problems and judging the quality of ideas (Bag et al., 2025) which is
often measured through conventional IQ tests (Cherry, 2024). It encompasses problem-solving
skills and logical reasoning (Yang et al., 2022). Creativity involves the ability to generate novel
and appropriate solutions to complex problems (Fang et al., 2025). Creative intelligence
involves the capacity to generate novel ideas and think outside the box, which is crucial for
innovation and adapting to new situations (Tsatsou-Nikolouli, 2023). Practical intelligence is
one of the most important which enables individuals to adapt to change, practical intelligence
is the ability to apply knowledge to real-world scenarios (Hammadi et al., 2023), often referred
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to as "street smarts," and it emphasizes the importance of context in determining what
constitutes intelligent behavior (Kamkar et al., 2021) .

Some critics of the theory argue that triarchic theory does not significantly deviate from the
general theories of intelligence and suggested that the triarchic variables may overlap with
existing intelligence constructs (Yu et al., 2025; McAndrews & Ha-Brookshire, 2020).

There are various theories that found the importance of financial literacy and how Human
Capital Theory, Ross (2024) explains that people improve their economic outcomes by
investing in education and skills. Financial literacy is a key part of this investment. In today’s
complicated financial world, being financially literate helps individuals make informed choices
about budgeting, saving, and investing. It allows them to understand and use various financial
products effectively. Furthermore, financial literacy contributes to long-term financial
stability, helping individuals deal with economic challenges. Becker’s work highlights that
educated individuals tend to make better financial choices, improving their productivity and
economic well-being. Financial literacy is vital not only for personal success but also for
broader economic growth. Understanding and managing finances can significantly improve
one's quality of life and help achieve financial goals, showing the essential role of education in
building financial skills (Ross, 2024).

3.2.1 Investment in human capital

Abdelwahed and Doghan (2023) emphasizes that investing in education and skills can
significantly boost individual productivity and economic outcomes. They argued that
performance is affected by organizational learning culture and the quality of their work might
improve their competency through skills, new knowledge and ability. It was found that
financial literacy positively correlates to investment behavior and improves the confidence of
young adults’ ability to make the right financial decision (Chawla et al., 2022). Pandey et al.
(2022) highlighted that financial inclusion, financial literacy and financial initiatives as main
drivers’ financial stability of the society and the economy at the same time financial literacy
enhances sustainable growth. As financial literacy becomes more important in navigating
complex financial systems, incorporating it into education can enhance the human capital of
future generations. Serhii et al. (2025) argues that there is a pressing need for the development
of financial skills via financial literacy programs of the most vulnerable segments of the society
(Zaimovic et al., 2023) financial literacy education led to higher financial literacy and intern
results in better financial inclusion thereby reducing gender gap.

Behavioral Finance Theory examines the impact of psychological factors and biases on
financial decision-making. J. Chen (2024) explores Prospect Theory and how individuals make
choices when faced with risk and uncertainty. It emphasizes cognitive biases, such as loss
aversion, where people tend to prioritize avoiding losses over pursuing gains. Recognizing
these biases is crucial for enhancing financial literacy, as it enables individuals to identify
common pitfalls in personal finance. By addressing these psychological elements, financial
education can provide strategies to mitigate bias effects and enhance decision-making. This
understanding fosters improved financial behaviors, benefiting both individuals and
communities (J. Chen, 2024).

J. Chen (2024) reveals that individuals do not always act rationally when facing financial
choices; they often fall victim to biases that skew their judgment. Key ideas include loss
aversion, where potential losses weigh more heavily than equivalent gains, and framing effects,
which show how different ways of presenting the same information can lead to different
decisions. These insights are crucial for improving financial literacy, as recognizing these biases
helps individuals avoid irrational behaviors in financial decision-making. Including behavioral



finance principles in educational programs can empower individuals to make more informed
choices (J. J. Chen, 2024).

J. Chen (2024) also investigates how psychological factors shape consumer behavior,
integrating economic theory with psychological insights. He points out that consumers often
make decisions based on simple rules and biases, leading to choices that may not align with
traditional economic predictions. This exploration is vital for understanding financial decision-
making, as it highlights the influence of behavioral factors on economic choices. Thaler’s work
lays the groundwork for behavioral economics, further explaining consumer -choice
complexities (J. Chen, 2024).

Theory of Planned Behavior (TPB) suggests that a person's intentions, attitudes, and perceived
control over behavior greatly affect their actions. In financial literacy, TPB implies that a
positive attitude toward financial education can improve financial behavior. By encouraging
positive views of financial learning, educational programs can boost students’ confidence in
making financial decisions. This theory shows the importance of psychological factors in
shaping financial practices (The Theory of Planned Behavior, 2022).

Life Cycle Theory, The Life Cycle Theory of Saving and Investing examines how individuals
plan their finances over their lifetime. Kotlikoff and Spivak discuss how people base their
financial choices on expected lifetime income, aiming to maintain consistent consumption
throughout different life stages. This means saving during high-earning years and spending
savings during retirement. Understanding this theory is crucial for improving financial literacy,
as it provides insights into effective saving strategies and the importance of planning for long-
term financial needs (Firni, 2021).

Bandura’s Social Learning Theory emphasizes the role of observation and imitation in learning
behaviors. Individuals learn not just from their experiences but by watching others. This is
relevant to financial literacy because young people can learn valuable financial skills by
observing their peers, family, and mentors. Creating environments where positive financial
behaviors are shown can improve financial literacy in communities, leading to better financial
decisions overall (Rumjaun & Narod, 2025). Generation Y in particular have a strong influence
of peers in shaping their financial behavior and financial behavior of youths are shaped by their
interaction with peers (Alshebami & Aldhyani, 2022).

Research conducted in Rwanda by surveying 83 farmers suggests that there is no significant
relationship between social learning and community participation with financial literacy.
However, this paper suggested making use of existing community gathering of Umuganda to
improve financial literacy while focusing on younger people and females (Sanderse, 2023). It
was also found in another study that role modeling of peers appears to have negative effects on
financial literacy, but parental financial factors have positive financial literacy knowledge in
Adolescents (Agnew et al., 2025)

3.3 Financial Experience

According to Chabaefe and Qutieshet (2024) financial experience is the real life experience a
person gains with repeated handling of money in their lifetime. Researchers suggest that
having to acquire loans, handle current and saving accounts have led to the increase of financial
literacy usage with the need for financial experience mounting (Chabaefe & Qutieshet, 2023).
With the advancement of healthcare facilities, the lifespan of people is increasing, hence, the
need for retirement schemes and investments specifically is becoming more crucial, thereby
mandating one to acquire proper financial experience to handle one’s own retirement
investment as well as schemes (Kawamura et al., 2021). According to Siregar and Simatupang
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(2023), financial experience significantly affects financial literacy and financial self-efficacy.
Today’s marketplace being complex, success depends on people’s ability to make long-term
financial decisions in which financial experience is a deciding factor (Pivoriuté, 2024).

Financial literacy and financial experience have gained popularity in academia recently due to
its relevance to the daily life of people where most purchase homes as well as other assets under
loan schemes or some form of credit schemes. A study conducted among the SME owners in
Pakistan shows that there is a positive relationship between digital financial literacy of SME
owners’ and financial success as well as enterprise risk management practices (Al-Hashimy et
al., 2022).

Financial self-efficacy is ‘conceptualized as the confidence of an individual in his/her ability to

acquire information for making effective financial decisions’ (Lone & Bhat, 2022) also
suggested that financial literacy leads to financial well-being and have a strong positive
relationship also financial efficacy have a mediating effect with respect to financial literacy and
financial well-being (Lone & Bhat, 2022). Another study reveals that financial self-efficacy
mediates the relationship between financial experience and financial behavior (Muslichah et
al., 2023). Financial inclusion has a strong positive impact on financial literacy and results in
financial stability as financial literacy provides a cognitive framework for sound decision-
making (Hosen et al., 2025). Harahap et al. (2022) suggested retirement planning is not
directly related to level of financial literacy however mediated by financial risk tolerance and
influence of financial literacy over retirement planning is influenced and strengthened by
herding behavior. As per Johan et al. (2021), factors such as income, work experience, field of
study and often engaging in discussions circulating about money, financial experience and
know-how increase versus people who refrain from discussing financial matters. Several
studies reveal that younger generations are more likely to be in debt and are in financially
challenging situations compared to the older generations, which again raises the importance
of attaining financial experience and know-how (Johan et al., 2021).

3.4 Financial Awareness

According to Nogueira et al. (2025), financial knowledge refers to the theoretical
understanding of financial concepts, such as interest rates, investments, as well as banking
products. According to the OECD (2023) financial knowledge is the individual’s basic
knowledge of financial concepts to apply them in financial contexts correctly and thus make
their choices. Concepts about the effects of inflation on savings, the benefits of savings,
interest, and risks are some of the ideas that must be mastered to have financial knowledge.
Financial awareness consists of financial knowledge pertaining to financial behaviors such as
investing in shares, retirement planning, managing debit-credit cards and saving. Financial
literacy and financial knowledge are sometimes used interchangeably.

A study conducted in Singapore portrays that the people who are more financially literate are
more likely to engage in responsible financial behaviors and decisions because they are
financially more aware, possess more knowledge that aids them (Fong et al., 2021). Another
study conducted in Ghana also provides evidence that financial literacy has a significant effect
on sound financial behavior and that this leads to better management of finances by those who
have the knowledge (Tuffour et al., 2022). Carpena and Zia (2020) argue that during the last
decade, financial educational programs have been increasingly popular, while there are
counterarguments claiming that financial awareness along with financial knowledge is not
imperative when making financial decisions.

A Canadian study shows that financial confidence is positively correlated to financial behavior
however financial knowledge is not linked with financial behavior and highlighted the



importance of learning capacity in explaining financial confidence (Morris et al., 2022). Several
factors including financial knowledge influences the financial management behavior of
students (Rahmawati & Marcella, 2023), and financial literacy is positively associated with
entrepreneurial intention while it is shown that Entrepreneurial education does not explain
entrepreneurial intentions also shows that financial knowledge contributes the intention to set
up a new venture (Tran et al., 2024). Studies show that financial awareness significantly
correlates with financial self-efficacy (Ching et al., 2021). At present, due to the complexity,
managing finances well, a deeper understanding of financial resources is mandatory, hence,
both objective as well as subjective knowledge is vital (Dogra et al., 2023). According to several
research studies, a high degree of financial awareness leads to responsible financial decisions
and because life expectancy is increasing, the need to manage finances during a long retirement
period is essential (Dogra et al., 2023).

3.5 Financial Self-Efficacy

According to Salas-Velasco (2022), studies portray that having proper financial knowledge can
better equip students to make strategic financial decisions, some pertaining to the student
loans, however, the empirical research shows a contrasting picture, multiple studies showing
that there is poor financial literacy among students. Salas-Velasco (2022) further elaborated
that both the students as well as parents do not possess optimum financial knowledge to
consult students or other. Asmin et al. (2021) defines financial self-efficacy as one’s belief as
well as confidence in the financial ability and the confidence in making sound financial
decisions. A study conducted by Kartawinata, Fakhri, et al. (2021), financial literacy is the
knowledge and the ability to comprehend about financial concepts and have the confidence to
incorporate such knowledge in order to create successful results. Studies show that there is a
significant relationship between financial self-efficacy and financial experience as well as
awareness (Noor et al., 2022). As explained by Chong et al. (2021), there is a significant
relationship between financial self-efficacy and financial behavior, particularly strategic
financial behavior. As per Liu and Zhang (2021), financial experience, financial self-efficacy
and financial behavior are linked with financial experience significantly affecting both financial
self-efficacy and financial behavior. Another study portrays financial self-efficacy, financial
awareness and financial behavior intertwined with each other with each construct having a
significant effect on the other construct (Cera et al., 2021). Highlighted by Khawar and Sarwar
(2021), the growing need to make better financial decisions are due to the vast changes that are
taking place all over the world, with global finances interlinked with each other and trade being
open to the entire world, hence, the ability of a person to handle financial instruments are
crucial through their entire lifetime.

3.6 Financial Behaviour

According to Kartawinata, Wijayangka, et al. (2021) Financial behavior is the attitude and
behavior that a person has in managing their finances. According to Kumar et al. (2022),
pandemic made young adults financially vulnerable and financially worse-off leads to
psychological problems. Among these young adults, financial well-being is positively
associated with and influenced by financial behavior and financial socialization while it is
shown that financial literacy has no significant impact of financial well-being. Sabri et al.
(2023) in another study suggested that subjective and objective financial literacy are positively
associated with financial behavior. A study by Pandey and Utkarsh (2024), confirms that
women are more financially averse when compared to men as more women are proven to take
meticulous financial planning than most men (Chong et al., 2021). In another study it was
concluded that financial knowledge affects financial behavior and financial attitude, perceived
behavioral control affects financial behavior (She et al., 2024).
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Economic well-being of a society highly depends on earnings, wealth allocation, hence being
financially literate would assist a person in their long-term security (Rahman et al., 2021).
Furthermore, financial well-being has aspects such as being able to meet short-term expenses
with earnings, ability to save, control debt at a limited margin, being able to address financial
problems and primarily being content with one’s financial status (Rahman et al., 2021).

Financial H
Experience
(FE)
Hs
Financial Self- : -
efficacy (FS) S Flne'mc1a
Behavior (FB)
Financial
Awareness H2

Figure 1: Conceptual Framework
Hypotheses
Hi: There is a relationship between financial experience and financial self-efficacy.
H2: There is a relationship between financial awareness and financial self-efficacy.

H3: There is a relationship between financial self-efficacy and financial behavior.

4. Methodology

Research design: This study is quantitative research with factor analysis and structural
equation modelling used as the analysis methods to evaluate the data collected. Research
design is exploratory and the type is quantitative correlational research which three hypotheses
used in this study. There are four variables in this study with two independent variables
(financial experience and financial awareness), one mediating variable (financial self-efficacy)
and one dependent variable (financial behavior). The conceptual framework has partial
mediation as only some of the relationships are moderated by the mediating variable. All the
three hypotheses are also non-directional hypotheses and several studies in the literature
review evidence the correlations between the variables.

Target population: Target population is the higher secondary students residing in Haa Dhaal
atoll and the total sample frame is 320 students. These students are doing all Edexcel A Level
and are from all streams; science, arts and business. Final sample size was derived based on
the Krejcie and Morgan table (Morgan, 1970), which entails that for a target population of 320
students, 175 should be acquired as respondents by the least. Total of 177 responses were
collected for the study.

Unit of analysis: Higher secondary school students are the unit of analysis in this study; hence
people are the unit of analysis.



Table 1: Questionnaire Items

Item Question

Demographic questions

D1 Gender

D2 Age

D3 Stream

Financial experience (FE)

FE1 I have the sufficient experience to do my own financial records

FE2 I have experience in managing my own personal assets

FE3 I have experience in managing my own savings

FE4 I do have adequate financial experience to manage finances on my own

FE5 I do believe that my financial experience assists my financial behavior

Financial awareness (FA)

FA1 I am aware of purchasing stocks and bonds from companies

FA2 I know how to compare alternatives before making a financial decision

FA3 I can advice family/friends on managing finances

FA4 I know how gather information related to financial issues

FAs5 I am aware on how to act during a financial crisis

Financial self-efficacy (FS)

FS1 I can control my expenditure

FS2 I am confident that my financial ability will aid me in my financial behavior

FS3 I can avoid debt as much as possible

FS4 I can find optimum solutions for any possible financial calamity

FSs5 I am confident in advocating for finance management

FS6 I worry about not having enough funds during my retirement

FS7 I am confident that I can go as per my financial plans

FS8 I am fully capable of devising financial strategies for others

FSo I have the capability to make progress towards my financial goals

FS10 I know how to research properly for financial management

Financial behavior (FB)

FB1 I do advice my parents to pay bills on time

FB2 I am meticulous on my savings

FB3 I do suggest investing options to others

FB4 I advocate on strategies to manage finances within my social groups

FB5 Though it is early, I have a small sketch of my retirement plan

FB6 I purchase products on impulse

FB7 I do engage in making purchases due to peer pressure

FB8 I dismiss “too good to be true” opportunities passed over social media

FBog I actively research about managing finances

FB10 I analyze cases on the news about corporate failures due to mismanaging
finances

FB11 I am a frugal spender

FB12 I have not engaged in credit financing (taking loans or taking products on
credit)

FB13 I make specific budgets for my own spending

FB14 I'learn from my parent’s past experiences in managing finances

FB15 I do advice my parents to pay bills on time

Sampling technique: Simple random sampling under probability sampling is used as the
sampling technique because the sampling frame is available. While probability sampling has
other sampling techniques such as cluster, systematic and stratified random sampling, simple
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random sampling is the optimum sampling technique for this study as this study focuses on a
specific geographic area of the Maldives along with the actual sample frame.

Research Instrument: The instrument used in this study is a questionnaire, having a final
sample size of 177, a questionnaire was the most appropriate and feasible. Data was collected
online, with a google questionnaire emailed and data gathered for six months. With four
variables in the conceptual framework, the questionnaire had thirty-eight questions and
questions were adapted from eleven sources.

Data collection timeline: Data was collected six months with on average two questionnaires
collected daily.

Pre-testing: Pilot study was not conducted; however, pre-testing was carried out with the
questionnaire given to three experts to check both face validity as well as content validity.

Statistical analysis techniques: Factor analysis, reliability analysis and hypothesis testing were
used as the data analysis tests; hence, SPSS was used. Demographic tests were also carried out
with both inferential and descriptive analysis conducted. Under factor analysis, KMO and
Bartlett’s test of sphericity, cumulative percentage and rotational matrix were tested.
Reliability analyses were carried out to test the reliability of the study, using Cronbach Alpha
as the statistical test for reliability. The reason for using Exploratory Factor Analysis without
Confirmatory Factor Analysis is due to the small sample size and the fact that SPSS does enable
to complete the whole Exploratory Factor Analysis.

5. Results and Findings
5.1 Demographic Analysis and Results
Three demographic questions were used in this study; gender, age group and stream. The

results of the respondents are included below.

Gender Age Group

18%
42%
HFemale ®Male H 18 Years m Above 18 Years
Figure 2: Gender Descriptive Figure 3: Age Descriptive



Stream

66%

W Science M Business

Figure 4: Stream Descriptive

Inference: Majority of the respondents were females, while most of the students who
participated in the study are just 18 years old and majority of the participants were from the
business stream.

5.2 EFA and Reliability Analysis

Table 2: Exploratory Factor Analysis and Reliability Analysis

Construct KMO & Cum: Reliability Items Remaining AVE CR
Bartlett’s % analysis dropped items
test with
Factor
loadings
Financial 0.786 57.015 0.788 FE1 FE2 0.694
Experience FEs5 FE3 0.857
(FE) FE4 0.662
Financial 0.848 65.161 0.900 FA1 FA2 0.788
Awareness FA3 0.726
(FA) FA4 0.787
FA5 0.856
Financial 0.853 72.121 0.890 FS1 FS4 0.846
self-efficacy FS2 FS5 0.759
(FS) FS3 FS8 0.803
FS6 FS10 0.826
FS7
FSo
Financial 0.815 64.765 0.834 FB2 FB1 0.794
Behavior FB6 FB3 0.682
(FB) FB7 FB4 0.753
FB11 FB5 0.649
FB12 FBS 0.585
FB14 FBg 0.743
FB1o 0.751
FB13 0.615
FB15 0.625
Overall 0.929 64.189 0.934 0.55 0.96

EFA was conducted using the software SPSS (statistical package for social sciences) instead of
excel because of its vast features to analyze quantitative data. Under EFA, five tests were
conducted including KMO and Bartlett’s test of Sphericity, Cumulative percentage, reliability
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analysis, Average Variance Explained (AVE) and Composite Reliability (CR). The various
thresholds for the tests are as follows;

e KMO and Bartlett’s test of Sphericity - According to Shrestha (2021), KMO and
Bartlett’s test of Sphericity is a statistical test that determines whether the data set is
suitable for factor analysis and the acceptable threshold is 0.6 and above where 0.6 to
0.69 indicates mediocre threshold, while, 0.7 to 0.79 indicates a good significance and
0.8 to 1.0 indicates an excellent significance.

e  Cumulative percentage - Explained by Peterson (2000), the acceptable threshold of
cumulative percentage for social sciences is 50% and above.

e Reliability analysis - According to Shrestha (2021), the measure to test whether a
research medium has reliability is to test the Cronbach Alpha value which should be
07 and above. Further elaborated by Shrestha (2021), Cronbach Alpha measures
internal consistency, meaning, it measures the consistency of the research medium.

e AVE - Both AVE and CR measure the quality of the measure and any value above 0.5
and above indicates that the study has significant AVE (Cheung et al., 2024).

e CR-According to Hair et al (2021), values higher than 0.60 are deemed as acceptable
values in composite reliability while values 0.95 and above indicate redundancy.

5.3 Hypothesis Testing and Mediation Testing

According to Intellectus Consulting (2025), Pearson Correlation Coefficient evaluates the
strength of correlation between variables and because the dataset of the study was below 200,
using AMOS software could generate errors when conducting hypothesis testing, hence, it was
carried out using SPSS. To test the three hypotheses in this study, Pearson Correlation was
measured as this test shows the strength of correlation between constructs.

Explained by Intellectus Consulting (2025), Pearson Correlation Coefficient, the thresholds for
the measure are as follows;

e Indicates a perfect relationship: +1.0

e Indicates a strong relationship: 0.7 to £1.0

e Indicates a moderate relationship: +£0.3 to +0.69
e Indicates a low relationship: +0.1 to £0.29

e Indicates no relationship: o

Table 3: Pearson Correlation Output

Hypothesis Pearson interpretation
Correlation
FEOFS Hi 0.387 Moderate
FAOIFS H2 0.821 Strong
FSLCIFB H3 0.691 Moderate

It is seen that Hi of this study measures a Pearson Correlation value of 0.387 indicating that
there is a moderate relationship between the first independent variable; Financial Experience
and Financial Self-efficacy. H2 of this study measures a Pearson Correlation value of 0.821
indicating that there is a strong relationship between the second independent variable;
Financial Awareness and Financial Self-efficacy. H3 of this study measures a Pearson
Correlation value of 0.691 indicating that there is a moderate relationship between the
mediating variable; Financial Self-efficacy and the dependent variable; Financial Behavior.



Table 4: Mediation Output

P value interpretation
FELIFS 0.769 Not significant, hence do not mediate
FAOFS 0.000 Significiant, hence do mediate
FSCJFB 0.000 Significiant, hence do mediate

According to Preacher and Hayes (2004), the traditional Baron and Kenny approach is one of
the approaches to conduct mediation tests in the SPSS. While there are bootstrapping methods
such as PROCESS macro in SPSS, this research employed this test and the P value (significance
is a value less than 0.05) is reviewed for significance. As seen from the above table, between
the first independent variable and the mediating variable, there is no full mediation as the P
value is higher than the accepted threshold. However, there is mediation seen between the
second independent variable, mediating variable and the dependent variable.

6. Interpretation, Conclusion and Future Research

From the analysis it is interpreted that there is a strong relationship between financial
awareness and financial self-efficacy while there is moderate relationship between financial
experience and financial self-efficacy as well as between financial self-efficacy and financial
behavior. Therefore, it is concluded from this study that students having financial awareness
does increase the ability of a student to manage finances. In addition, it is concluded that both
financial experience and financial self-efficacy due to a moderate level increase sound financial
behavior from students. In conclusion, both financial awareness and financial experience are
factors that drive sound financial behavior although financial awareness plays a stronger role.

Q. Chen (2024) elaborates that the Prospect Theory explains how individuals make choices
when faced with risk and uncertainty. Explained by Siregar and Simatupang (2023), financial
experience immensely affects financial literacy and financial self-efficacy. A study in Singapore
shows that the people who are more financially literate are more likely to engage in responsible
financial behaviors when they are financially more aware (Fong et al., 2021). Stated by Chong
et al. (2021), there is a significant relationship between financial self-efficacy and financial
behavior, particularly strategic financial behavior. Another study portrays that financial
knowledge affects financial behavior and financial attitude, perceived behavioral control affects
financial behavior (She et al., 2024). Based on the correlation findings of this study, the
relationship between financial awareness and financial self-efficacy is strong, supporting the
study by (Fong et al., 2021). However, because the relationships between financial experience
and financial self-efficacy is moderate, this study do not fully support the study by Siregar and
Simatupang (2023). Similarly, the relationship between financial self-efficacy and financial
behavior is also moderate, indicating that this study do not fully support the study by Chong et
al. (2021).

As for the practical implications for the Ministry of Education and financial authorities in the
Maldives, this research’s findings can be considered to plan more financial literacy lessons that
can be taken for students. In addition, teachers can also be trained to educate students on these
skills and these teachers can give tests to assess how well the students know about handling
money and finance.

One of the limitations of this paper is that it did not attempt to collect data from other regions
of the Maldives and with the Maldives having three major regions; northern region, mid region
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and southern region, future research could attempt to cover either the two regions unexplored
in this study or conduct a study for the whole Maldives. Another limitation is the small sample
size of this research which is due to the low student population that resides in Northern atolls
of the Maldives, hence, future researchers could attempt to broaden the scope to other atolls
or even base the study for the whole Maldives. In addition, SEM was not employed due to the
small sample population because, according to Smid and Winter (2020), when using small
sample sizes and generating SEM, there could be substantial statistical errors that would
ultimately affect the results and the findings. Employment of cross-sectional self-report design
is another limitation as this do has the possibility of biases. 18 year olds and above was used in
this research because involving younger (younger than 18) mandates individual parent consent
and this potentially could lead to a longer data collection. Hence, the researchers used adults
(18 and above) to eliminate the probability of a longer data collection. Confining the
respondents to majorly business-stream respondents is another limitation, however, the region
had business stream students enrolled in higher secondary.
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