
 

 

 

Abstract—Determining what affects financial successfulness of 

consumers and identifying the strength and the nature of the 

relationship between financial knowledge, financial skills and 

financial behaviour is very important as many individuals are 

indebted and have experienced serious financial problems. The 

relevant research indicates that many individuals no matter the level 

of their financial knowledge and financial skills still make serious 

financial mistakes and fail to manage their finances successfully. 

Behavioural economists analysed errors that occur in financial 

behaviour of individuals and confirmed the significance of 

psychological factors. The objective of this research is to investigate 

the transformation of what consumers know about personal finances 

into how they actually manage them, where behavioural control is 

also examined as a potential moderator of that relationship. In order 

to analyze the relationship between the variables, multiple regression 

and moderation analysis are used. Findings suggest that individuals' 

financial success depends on all of the examined variables. 

Furthermore, the moderation effect of behavioural control was 

partially confirmed. 
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Financial Skills, Behavioural Control, Personal Finances, Financial 
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I. INTRODUCTION 

 According to the findings of many studies financial 

knowledge and financial skills are very important in the 

context of determining one’s financial wellbeing (Cvrlje, 

2014). Hilgert et al (2003) found the evidence of positive 

relationship between financial knowledge and individuals’ 

involvement in good financial practices such as regular bill 

payment, monitoring expenses, creating and maintaining a 

budget, creating an emergency fund, diversifying investments 

and increased household solvency. They concluded that 

financial knowledge and financial skills might be very 

important predictors of successful decision making. Lusardi 

(2008) showed that financial knowledge and skills affect 

financial decision-making and concluded that ignorance about 

basic financial concepts and financial calculations can be 

linked to poor financial behavior of individuals and low 
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financial successfulness. In her opinion, those who are more 

financially knowledgeable and have developed good financial 

skills should be much more likely to engage in personal 

finance planning (Lusardi, 2008). Collins (2010) suggested 

that financial knowledge has a positive effect on successful 

financial behavior of individuals. Many other authors in their 

studies came to the same conclusion (Boyce and Danes, 1998; 

Bernheim and Garrett, 2003; Lusardi 2004; Lusardi and 

Mitchell, 2008; Stango and Zinman, 2009; Gale and Levine, 

2011) and confirmed the existence of positive relationship 

between financial knowledge and various forms of successful 

financial behavior. Furthermore, some studies reported 

positive correlation between numerical skills and financial 

well-being of the individuals (Banks et al., 2010) where 

numerical skills and general cognitive abilities proved to be 

good predictors of various forms of financial successfulness 

(Banks and Oldfield, 2007; Gerardi et al., 2010). 

 However, there are some studies which emphasize that 

the link between financial knowledge, financial skills and 

successful financial decision making, is not a simple as it 

might seem at first. Although the evidence of numerous 

studies may lead to the conclusion that financial literacy 

should result in improved financial decision making and 

increased wellbeing of households, some studies suggest 

otherwise. Hastings et al. (2013a) have found inconsistencies 

in the financial behavior of many individuals, even those with 

high level of financial knowledge and skills. Moreover, in 

everyday life we may find many examples where financially 

educated individuals make poor financial decisions and face 

serious financial problems (Cvrlje, 2014). The answer to such 

inconsistencies may be found in the fact that some 

relationships might be affected and changed by a third 

variable. Examples of such variables include moderators, 

mediators, suppressors and covariates (MacKinnon et al., 

2000). Moreover, in the social sciences it is often a challenge 

to find those relationships in which some effect can be 

explained only by a single variable (Vashdi, 2013). For this 

reason, more and more studies include the effects of third 

variables on the basic relations. There are some factors, which 

are generally very little investigated, such as psychological 

variables which according to the behavioral economists could 

affect the relationship between financial knowledge, financial 
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skills and the way in which individuals make their financial 

decisions (Pompian, 2006). Throughout the literature 

investigating human attitudes and behavior, one of the most 

commonly investigated psychological factors includes locus of 

control which is very similar to behavioral control. Behavioral 

control is one of the psychological factors that might make 

people take financial risks and make financial decisions with 

possibly disastrous consequences for their financial wellbeing 

(Gärling et al, 2010). Since persons’ own view of the control 

over financial decision making is very important, behavioral 

control is included in the analysis and moderation effect of 

behavioral control is also examined in this paper.  

 Finally, it can be concluded that in terms of the 

effectiveness of financial knowledge and financial skills, there 

is still no consensus in the relevant literature. Furthermore, it 

is evident that there is room for more detailed investigations 

of this issue by using credible empirical methodology by 

which it is possible to determine whether, and under what 

conditions, the increase of financial knowledge and skills will 

lead to more successful financial decision-making and better 

financial behavior. Furthermore, it will be clear whether 

behavioral control is important in this process and in what 

extent. The results of this study will be very useful for 

individuals and households but also for economic and 

education policy makers.  

II. LITERATURE REVIEW AND HYPOTHESIS DEVELOPMENT 

A. Financial knowledge  

 Financial knowledge includes theoretical and practical 

understanding of financial concepts and objects. There are 

many ways that a person may acquire financial knowledge, 

including formal, non-formal and informal financial education 

(Pastuović, 2008). According to Atkinson and Messy (2012) 

individuals with higher level of financial knowledge should be 

able to make rational decisions which are very important to 

create an efficient financial market. The general assumption is 

that the increase of financial knowledge will result in the 

improvement of the behavior. Many studies confirmed the 

relationship between knowledge and behavior (Hogarth et al., 

2003). The lack of knowledge on financial principles, money 

management and other financial matters is one of the possible 

explanations why some individuals manage their resources 

inefficiently and do not follow the recommended financial 

practices. According to the survey conducted by Hilgert and 

Hogarth (2003) individuals who scored better on the financial 

knowledge test showed to be more inclined to use the 

recommended financial practices such as regular bill 

payments, creating a savings fund in case of uncertainty etc. 

Furthermore, in another study Hilgert et al (2003) found that 

individuals who are financially knowledgeable are more likely 

to behave in financially responsible ways. According to the 

presented findings it is predicted that individuals with higher 

level of financial knowledge will display more successful 

financial behavior. This prediction is reflected in Hypothesis 

1. H1: There is a positive relationship between financial 

knowledge and successfulness in managing personal finances.  

B. Financial Skills 

 Financial skills present specific numerical, statistical and 

logical abilities that relate to the capability to compute, 

convert and understand financial calculations such as 

computing percentages, understanding interest rates and 

inflation, calculating interest and such. It is essential to 

distinguish between the general and basic numerical skills 

(Lipkus et al., 2001; Peters et al., 2006). The general 

assumption is that numerically literate person can manage and 

respond to the mathematical demands of life. Some authors 

have researched the connection between specific financial 

skills and some financial outcomes such as debt, savings and 

investments, in order to examine the relevance and 

applicability of financial skills in the matters of personal 

finance management. The results of the analysis indicate to 

positive correlation between financial skills and financial 

outcomes (Lusardi and Mitchell, 2008, ANZ Bank, 2008). 

Study conducted by Banks et al. (2010) suggests that 

individual’s lack of mathematical and numerical skills can 

have a significant negative impact on his welfare. Moreover, 

they imply that individuals with higher levels of numerical 

skills often enjoy financial well-being, as compared with 

individuals with a lower level of numerical skills. Research 

conducted by Gerardi et al. (2010) confirmed the correlation 

between low level of numerical skills, on the one hand, and 

problems with repayment of mortgage loans, on the other 

hand.  According to the findings presented in the relevant 

literature, individuals with higher level of financial skills 

should display more successful financial behavior. Therefore, 

this study suggests a following hypothesis. H2: There is a 

positive relationship between financial skills and 

successfulness in managing personal finances. 

C. Behavioral Control  

Studies have shown that the way people perceive 

themselves and the world around them has an influence on 

their financial and non-financial preferences and largely 

determines their behavior (Onkivisist and Shaw, 1987; Hira 

and Mugenda, 1999; Cvrlje, 2014). In his work, Rubenstein 

(1981) concludes that the feelings and opinions that people 

have about money primarily depend on their opinion and 

feelings about their own life. Furthermore, in his research 

Tokunaga (1993) confirms the existence of a positive 

correlation between locus of control and accumulated debt on 

credit cards. As currently viewed by Ajzen (2002), perceived 

behavioral control is an overarching construct that includes 

self-efficacy as well as controllability. According to the 

findings presented, in this paper it is hypothesized that lower 

level of behavioral control should be negatively associated 

with successfulness in managing personal finances. Therefore, 

following hypothesis is proposed. H3: There is a positive 

relationship between high level of behavioral control and 

successfulness in managing personal finances 

Psychology literature and behavioral economics suggest 
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that the relationship between what individuals know and how 

they behave may be moderated by some correlated variables 

(Eagly and Chaiken, 1993). Therefore, it is important to 

investigate whether individual’s behavioral control affects the 

transformation of financial knowledge into financial 

successfulness i.e. financial skills into financial 

successfulness. These predictions are reflected in Hypothesis 

4 and Hypothesis 5. H4: Behavioral control moderates the 

relationship between financial knowledge and successfulness 

in managing personal finances; H5: Behavioral control 

moderates the relationship between financial skills and 

successfulness in managing personal finances. 

D. Research Model  

Based on the above presented findings of the relevant 

literature, the following research model is proposed.  

 
Fig. 1: Research model 

III. METHODOLOGY 

 A. Research design 

  The research was conducted in two phases: pilot study and 

the main study. The pilot study was undertaken with a purpose 

of refining the scales used in the questionnaire. The final 

questionnaire was administered in the form of telephone 

survey using the base of randomly selected telephone 

numbers. The measurements of all constructs are based on 

previous studies. Specifically, the financial knowledge and 

financial skills scales are based on the research done by 

Lusardi and Mitchell (2011) for the American HRS in 2004. 

Individuals’ behavioral control was assessed using three items 

developed by Nysveen et al (2005). Using three, five-point 

Likert-type statements, the scale measures one’s subjective 

degree of control over performance of a particular behavior, in 

this case, financial behavior. Nysveen et al. (2005) used the 

scale with mobile services but it appears to be amenable for 

use with other types of behavior as well. The construct 

reliability for the scale was 0.77 (Nysveen et al., 2005). 

Successfulness in managing personal finances scale was 

adapted from Cvrlje (2014). Using five, five-point Likert-type 

statements, the scale measures one’s performance in making 

successful financial decisions and behaving responsibly. The 

construct reliability for the scale was 0.85. 

 

 

 

Financial 

skills 

Inflation computation 

skills 

•If the interest rate on your savings account was 1% per year and inflation was 2%, after 1 year 

you will (in real terms) have more money than today.  

Interest rate 

computation skills 

•If today you have 100 HRK in a savings account and the interest rate is 2% per year, after 5 years 

you will have exactly 102 HRK.  

Exchange rate 

computation skills 

• If the buying exchange rate is 5 and selling exchange rate 6, you will give 50 HRK in order to 

buy 10 CHF. 

Financial 

knowledge 

Understanding of Risk 

(risk awareness and 

diversification) 

• Bonds are generally riskier than stocks.  

• By investing in securities of various joint stock companies and other legal entities, the average 

investor increases his risk of loss.  

Understanding of Loans • If you have a loan with variable interest rate, with the increase in interest rate, the principal 

amount will also increase.  

• Mortgage loan with a repayment period of 15 years, usually has a larger installment than a 

mortgage loan with a repayment period of 30 years, but the total interest paid for the duration of 

the loan of 15 years will be lower than the interest paid on the loan in 30 years.  

Behavioral control 

My financial situation depends entirely on me.  

I own resources and means necessary for success  

I am free to choose the way I make my own financial decisions. 

Successfulness in managing personal 

finances 

I live in accordance with my financial possibilities.  

I try to plan and predict my future expenses. 

I pay my bills and other financial obligations on time. 

I invest my money in financial assets. 

I have a long-term saving plan. 

 

B. Sampling and research method  

  The pilot testing was conducted on a judgmental sample of 

30 respondents, aged 20-79 years, living in Zagreb, using 

snowball sampling. Feedback from the pilot test was used in 

finalizing the structured questionnaire. The final study 

population comprised 387 randomly chosen active (employed 

and unemployed) respondents living in Croatia, aged 20-79 

years.  

The assumptions tested in the hypothesis H1, H2 and H3 is 

that people who have higher levels of financial knowledge, 

financial skills and behavioral control will be more successful 

in managing their own finances than those who have lower 

levels of financial knowledge, financial skills and behavioral 

control. Testing was conducted using multiple linear 
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regression analysis in the software package EViews8. After 

the regression analysis was conducted, in order to test 

hypothesis H4 and H5, the second step included moderation 

analysis. 

IV. THE RESULTS OF THE MODEL ESTIMATION  

A. Figures and Tab Respondents’ characteristics  

Total of 387 respondents from 20 to 79 years old were 

included in this research. Initial analysis of data showed that 

57, 37% of respondents were women and 42, 63% were men. 

The major percentage of respondents were from 25 to 59 

years old (85%), followed by 60 to 79 years old (10%) and 

5% of respondents 20 to 24 years. 

B. Results on hypothesis testing  

   Regression analysis (H1, H2, H3) 

The regression assumptions of linearity, homoscedasticity, 

and normality (Cohen, 1998) were first examined. The results 

indicated that there was no violation of the basic assumptions 

of linearity or residual homoscedasticity. Detecting 

abnormalities was carried out using Jarque-Bera test. The 

results showed that there was no statistically significant 

departure from normality, which met the residual normality 

assumption in the regression analysis (p = 0.633486). 

  In the next phase correlations among the variables were 

examined. Results of the covariance analysis showed that 

successfulness in managing personal finances (SIPF) is 

positively related to financial knowledge (FK), financial skills 

(FS) and behavioral control (BC). According to Evans (1996) 

the correlation between SIPF and FK and FS is weak (0,234; 

0,246) while the correlation between SIPF and BC is 

moderate (0,543). Furthermore, the relationship between FK 

and FS is positive and the strength of their correlation is 

moderate (0,571). Relationship between BC and both FK and 

FS is positive, however the strength of their correlation is very 

weak (0,128; 0,165). After examining correlations, next step 

included multiple regression analysis using the Least square 

method. The results of the regression analysis are shown in 

Table 1. According to the results, the following regression 

equation is formulated, whereby the standard errors are shown 

in the brackets: 

y= 0,316147 X1 + 0,349036 X2 + 0,696021 X3 

(0.141971)       (0.185554)       (0.057401) 

where y represents successfulness in managing personal 

finances, X1 financial knowledge, X2 financial skills and X3 

behavioral control. According to the evaluated model, when 

FK increases for 1 unit, SIPF will increase for 0,316147 units. 

Moreover, when FS increase for 1 unit, SIPF will increase for 

0.349036 units. Finally, when BC increases for 1 unit, SIPF 

will increase for 0.693021 units. This evaluation confirmed 

the existence of positive relation between variables in the 

model and assumptions tested in hypothesis H1, H2 and H3. 
 

 

 

 

TABLE I 

REGRESSION ANALYSIS (EVIEWS8) 

Dependent Variable: SIPF 

Method: Least Squares 

Variable Coefficient Std. Error t-Statistic Prob.   

C 8.015280 0.637976 12.56361 0.0000 

FK 0.316147 0.141971 2.226840 0.0265 

FS 0.349036 0.185554 1.881044 0.0607 

BC 0.693021 0.057401 12.07324 0.0000 

R-squared 0.329175     Mean dependent var 16.45220 

Adjusted R-squared 0.323920     S.D. dependent var 3.940577 

S.E. of regression 3.240103     Akaike info criterion 5.199369 

Sum squared resid 4020.836     Schwarz criterion 5.240283 

Log likelihood -1002.078     Hannan-Quinn criter. 5.215593 

F-statistic 62.64619     Durbin-Watson stat 2.025465 

Prob(F-statistic) 0.000000    
 

 

A. Moderation analysis (H4) 

In the hierarchical regression, in Step 1, financial 

knowledge was entered as predictor variable. In Step 2, 

besides financial knowledge, behavioral control was entered 

as a second predictor variable. In Step 3, besides financial 

knowledge and behavioral control, their interaction term was 

entered (FKxBC) to examine the interaction/moderation 

effects. Step 1, results indicate that financial knowledge 

accounts for 5, 5% of the variance in successfulness in 

managing personal finances. In Step 2, behavioral control 

accounted for an additional 26, 8% of the variance in 

successfulness in managing personal finances. In Step 3, 

interaction of financial knowledge and behavioral control turn 

to be statistically insignificant (p=0, 5824) and the total 

variance explained remained almost unchanged compared to 

the previous step. According to the results it can be concluded 

that behavioral control does not moderate the relationship 

between financial knowledge and successfulness in managing 

personal finances. Thereby, hypothesis H4 could not be 

accepted. 

4th International Conference on Humanities, Social Sciences and Education (ICHSSE-17) March 13-14, 2017 Dubai (UAE)

https://doi.org/10.15242/HEAIG.H0317436 25



 

 

TABLE II 

RESULTS OF THE MODERATION ANALYSIS 1 

Steps Predictor Beta t p R2 Adj. R2 Moderation 

effect 

Step 1 Financial knowledge  0.652946 4.739867 0.0000 0.055137 0.052682 

No 

Step 2 
Financial knowledge 0.466454 3.961867 0.0001 

0.322977 0.319451 
Behavioral control 0.705258 12.32544 0.0000 

Step 3 

Financial knowledge 0.692407 1.620842 0.1059 

0.323512 0.318213 
Behavioral control 0.742391 8.387821 0.0000 

Financial knowledge X 

Behavioral control 0.021891 0.550280 0.5824 
 

C. Moderation analysis (H5) 

      As in the previous model the moderation effect was 

examined through three steps. In Step 1, results indicate that 

financial skills account for 6, 07% of the variance in 

successfulness in managing personal finances. In Step 2, 

behavioral control accounted for an additional 25, 97% of the 

variance in successfulness in managing personal finances. In 

Step 3, interaction of financial skills and behavioral control 

turn to be statistically significant and the total variance 

explained increased by an extra 2, 79%.  If after the inclusion 

of the moderator variable, there are indices of a statistically 

significant contribution in the proportion of explained 

variance criteria (R
2
), it can be concluded that moderation 

effect is present. The results of the conducted analysis suggest 

that behavioral control moderates the relationship between 

financial skills and successfulness in managing personal 

finances An R
2
 value of 0,348 indicates a small moderation 

effect size (Cohen, 1998). However, interaction terms usually 

account for about 1 to 3% of the variance in social science 

studies (Chaplin, 1991) so this result may be interpreted as 

expected. The assumption made in hypothesis H5 was 

confirmed. 

 

TABLE III 

RESULTS OF THE MODERATION ANALYSIS 2 

Steps Predictor Beta T p R2 Adj. R2 Moderation 

effect 

Step 1 Financial skills 0.891041 4.991670 0.0000 0.060785 0.058345 

Yes 

Step 2 
Financial skills 0.581599 3.772655 0.0002 

0.320489 0.316950 
Behavioral control 0.698358 12.11455 0.0000 

Step 3 

Financial skills 2.652501 4.973570 0.0000 

0.348383 0.318213 
Behavioral control 1.032960 10.31734 0.0000 

Financial skills X 

Behavioral control 
0.203779 4.049090 0.0001 

 

 

V. Conclusion 

The first purpose of this study was to examine whether 

financial knowledge, financial skills and behavioral control 

were significantly related to successfulness in managing 

personal finances. The findings supported this hypothesis. The 

results of this study point to a significant positive association 

between the variables and they not only support but also 

extend the existing literature. This study demonstrated that 

among the three variables examined in this study, behavioral 

control is the one that contributes to the financial 

successfulness of individuals the most, followed by financial 

skills, and at the end financial knowledge which was found to 

be a variable with the least contribution. This implies that 

one’s subjective degree of control over performance of a 

financial behavior should be managed with special attention. 

This should be very valuable for the designers of financial 

education programs since they should pay additional attention 

to the development of individuals’ sense of control and work 

on building the right financial attitude towards financial 

planning and personal finance management. The second 

purpose of this study was to examine the moderation effect of 

behavioral control on the relationship between financial 

knowledge and successfulness in managing personal finances 

i.e. financial skills and successfulness in managing personal 

finances. The moderation analysis showed that behavioral 

control does not moderate the relationship between financial 

knowledge and financial successfulness. However, behavioral 

control was found to be a significant moderator of the 

relationship between financial skills and financial 

successfulness. This results suggest that the higher level of 

behavioral control heightened the strength of the association 

between financial skills and successfulness in managing 

personal finances. Conversely, lower level of behavioral 

control weakened this association. 
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