
ATESTASI: JURNAL ILMIAH AKUNTANSI  
Vol 7, Issue 1, (2024), 340 - 368 

340 
 

 
The Effect of Financial Planning on Consumer Debt 

Management: The Role of Financial Literacy, Self-Efficacy, 
and Financial Motivation  

 
Edy Jumady1, Syamsul Alam2, Hasbiyadi Hasbiyadi3, Yana Fajriah4, Yaisa Anggraini5  

 

1,2,3,4 Department of Management, STIEM Bongaya, Makassar, South Sulawesi, Indonesia.  
5 Student of Magister Program of STIEM Bongaya, Makassar, South Sulawesi, Indonesia.  

 
Email:  

edy.jumady@stiem-bongaya.ac.id1, syamsul.alam@stiem-bongaya.ac.id2 , hasbiyadi@stiem-bongaya.ac.id3,  
yana.fajriah@stiem-bongaya.ac.id4, yaisabasri86@gmail.com5  

  

Received: September 09, 2023    Revised: February 12, 2024    Accepted: March 29, 2024 
 

 

Abstract 

This qualitative study investigates the complex interplay between financial literacy, financial 
behavior, self-control, debt management, and financial well-being. Utilizing in-depth interviews with 
a purposively selected group of individuals engaged in financial planning to manage personal or 
household debt, the research aims to explore how financial literacy, self-efficacy, and financial 
motivation mediate the relationship between financial planning and consumer debt management. The 
methodology encompasses a thematic analysis of participants' narratives to identify and interpret the 
underlying themes related to financial management practices. Findings reveal a multifaceted 
relationship where financial literacy emerges as a foundational element, enhancing participants' 
ability to manage debt effectively. High financial self-efficacy, influenced by literacy, motivates 
proactive financial behaviors, leading to improved financial well-being. Conversely, low self-control 
and procrastination were identified as significant barriers to effective debt management. The study 
also highlights the pivotal role of quantitative literacy and material values in shaping financial 
behavior, with strong quantitative skills and lower materialism associated with forward-looking 
financial decisions. These insights underscore the need for comprehensive financial education that 
addresses not only the cognitive aspects of financial decision-making but also the psychological 
factors influencing financial behaviors. Tailoring financial education to individual needs and contexts 
is critical for enhancing financial literacy, self-efficacy, and motivation, ultimately leading to better 
debt management and financial health.  
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Introduction 

The intricate interplay between financial planning and consumer debt management 
underscores a vital area of research, particularly in the wake of evolving economic landscapes. 
The realm of personal finance encompasses a broad spectrum of decisions and activities that 
individuals undertake to manage their monetary affairs. Central to this domain is financial 
planning, a systematic approach aimed at optimizing one's financial potential to achieve 
personal economic satisfaction. This process involves the intricate balancing of various 
financial instruments, strategies, and disciplines to meet life's financial demands. On the other 
side of the spectrum lies consumer debt, a phenomenon characterized by the obligations 
consumers incur through borrowing. It reflects a double-edged sword; while it enables financial 
flexibility and facilitates major purchases, it can also lead to financial instability if not managed 
prudently. Planningl planning and consumer debt management are interlocked in a dynamic 
relationship. Effective financial planning empowers individuals to make informed decisions 
regarding their investments, savings, and expenditures, which in turn, plays a critical role in 
managing and mitigating consumer debt. The complexity of this relationship is further 
magnified by the triad of financial literacy, self-efficacy, and financial motivation, each of 
which contributes uniquely to the management of debt. Financial literacy equips individuals 
with the knowledge required to make judicious financial decisions, self-efficacy influences 
one's confidence in executing financial plans, and financial motivation drives the pursuit of 
financial goals. The escalating levels of consumer debt, alongside the volatile economic 
conditions, present a concerning phenomenon that necessitates a deeper understanding of 
effective debt management strategies. This scenario is exacerbated by the rapid changes in 
financial markets, products, and services, making financial planning both more complex and 
more crucial. Moreover, the psychological aspects of financial decision-making, such as the 
varying degrees of financial literacy, self-efficacy, and motivation among individuals, add 
layers of complexity to this interplay. 

Previous studies have laid the groundwork by examining various facets of financial 
planning, consumer debt, and the roles of financial literacy, self-efficacy, and motivation. These 
investigations reveal a consensus on the positive impact of financial literacy on debt 
management, underscoring the need for financial education as a cornerstone of financial well-
being. Similarly, research into self-efficacy and financial motivation has highlighted their 
significance in fostering proactive financial behaviors. However, gaps remain in our 
understanding of how these elements collectively influence debt management through financial 
planning, signaling the necessity for further empirical inquiry. A range of studies have explored 
the relationship between financial planning and consumer debt management, highlighting the 
role of various factors. Filotto (2010) and Gathergood (2011, 2012) emphasize the importance 
of self-accounting and self-control in financial capability, with the latter being a stronger 
predictor of over-indebtedness. Debt literacy, particularly debt management skills, is also 
crucial in shaping consumer attitudes towards debt (Rohilla, 2021). French (2016) underscores 
the significance of money management skills in determining financial outcomes, while 
Mu’izzuddin (2017) and Younas (2019) both highlight the positive impact of financial literacy 
on financial behavior and well-being. Nye (2013) further suggests that quantitative literacy and 
material values can influence financial behavior, with the former promoting forward-looking 
decisions. These findings collectively underscore the importance of financial literacy, self-
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efficacy, and financial motivation in effective financial planning and debt management. 
Adopting a quantitative descriptive research approach, this study aims to objectively 

quantify the effects of financial planning on consumer debt management, specifically 
examining the mediating roles of financial literacy, self-efficacy, and financial motivation. By 
leveraging statistical methods to analyze data from a wide array of individuals, this research 
seeks to provide empirical evidence to support theoretical assertions. The objective is not only 
to delineate the relationships among these variables but also to contribute actionable insights 
that can inform policy-making, financial education curricula, and individual financial practices. 
As we embark on this investigative journey, it is paramount to consider the multifaceted nature 
of financial planning and consumer debt management. By dissecting the roles of financial 
literacy, self-efficacy, and financial motivation, this study endeavors to unveil the nuances of 
their impact on debt management through financial planning. The anticipated findings promise 
to enrich the academic discourse in personal finance and offer pragmatic guidelines for 
individuals striving to navigate the complexities of financial planning and debt management. 
This research, grounded in objectiveness and a robust methodological framework, aims to 
advance our understanding of personal finance management in contemporary economic milieus. 

 
Literature Review 

 
The intertwining of financial planning, consumer debt management, and the mediating 

roles of financial literacy, self-efficacy, and financial motivation forms a complex web that has 
garnered considerable academic attention. This literature review delves into studies related to 
these domains, exploring definitions, specific explanations, and nuances within the context of 
personal finance management. By examining a spectrum of scholarly works, this review aims 
to shed light on the multifaceted nature of financial behaviors and their implications for 
effective debt management. To enrich the narrative on the intersection of financial planning and 
consumer debt management, integrating relevant theoretical frameworks can provide a deeper 
understanding of the mechanisms through which these processes interact and affect individual 
financial behavior. One such theoretical lens is the Theory of Planned Behavior (TPB), which 
posits that an individual's behavior is directly influenced by their intention to perform the 
behavior, which in turn is affected by their attitudes towards the behavior, subjective norms, 
and perceived behavioral control (Ajzen, 1991). This theory can be adeptly applied to the 
domain of financial planning and consumer debt management to elucidate how individuals' 
financial behaviors are shaped. 

According to TPB, the first determinant of an individual's intention to engage in a specific 
behavior is their attitude towards the behavior. In the context of financial planning and debt 
management, this pertains to the beliefs and evaluations individuals hold regarding the benefits 
and drawbacks of managing their finances and debts. For instance, individuals who perceive 
financial planning as a pathway to financial security and debt reduction are more likely to 
engage in proactive financial behaviors. Research supports this notion, indicating that positive 
attitudes towards financial planning correlate with better debt management practices (Xiao & 
O'Neill, 2016). The second determinant, subjective norms, refers to the perceived social 
pressure to perform or not perform the behavior. In financial contexts, this could include the 
influence of family, friends, and societal expectations on an individual's financial decisions. For 
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example, if an individual's social circle places a high value on financial prudence and debt 
aversion, this social pressure can motivate the individual towards more disciplined financial 
planning and debt management (Lusardi & Mitchell, 2014). The final determinant is perceived 
behavioral control, which reflects the individual's perceived ease or difficulty in performing the 
behavior. This aspect is particularly relevant to financial planning and debt management, as 
individuals may feel that external factors (e.g., income level, economic conditions) limit their 
ability to manage their finances and debts effectively. However, enhancing financial literacy 
and self-efficacy can increase perceived behavioral control, empowering individuals to take 
charge of their financial situation despite external constraints (Robb & Woodyard, 2011). 

The Theory of Planned Behavior provides a robust framework for understanding the 
dynamic interplay between financial literacy, self-efficacy, motivation, and their collective 
impact on financial planning and consumer debt management. Financial literacy enhances an 
individual's attitude towards financial planning by providing the knowledge base for 
recognizing its benefits. Furthermore, financial literacy contributes to perceived behavioral 
control by demystifying financial processes and products, thereby empowering individuals to 
make informed financial decisions. Self-efficacy, or the belief in one's ability to manage 
finances, directly influences perceived behavioral control, as individuals confident in their 
financial capabilities are more likely to engage in financial planning and debt management 
behaviors. Moreover, self-efficacy can mitigate the impact of negative subjective norms by 
reinforcing personal conviction in financial decision-making processes. Lastly, financial 
motivation can be seen as both a product of and an influencer on the components of TPB. 
Motivated individuals are more likely to develop positive attitudes towards financial 
management, perceive higher social support for such behaviors (subjective norms), and feel 
confident in their ability to effect change in their financial situation (perceived behavioral 
control). By applying the Theory of Planned Behavior to the realms of financial planning and 
consumer debt management, we gain a nuanced understanding of the psychological and social 
underpinnings of financial behavior. This theoretical approach not only illuminates the 
pathways through which financial literacy, self-efficacy, and motivation impact financial 
planning and debt management but also offers a blueprint for designing interventions aimed at 
improving financial behaviors. Encouraging positive attitudes towards financial management, 
leveraging social influences, and enhancing perceived behavioral control through education and 
skill-building are critical strategies for promoting effective financial planning and debt 
management among consumers. 

Financial planning is defined as a strategic process that involves the allocation of financial 
resources to meet life goals through the management of financial risks and the creation of 
investment portfolios (Xiao & O'Neill, 2016). Consumer debt management, conversely, refers 
to the practices employed by individuals to handle their debt obligations effectively, aiming to 
reduce or eliminate financial stress (Davies & Lea, 2015). Studies have shown that effective 
financial planning positively impacts consumer debt management, suggesting that individuals 
with a comprehensive financial plan tend to have lower levels of problematic debt (Amelia & 
Kumar, 2019). However, the complexity of financial products and the dynamic nature of 
economic conditions present ongoing challenges for consumers in maintaining optimal debt 
levels. 
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Financial Literacy 
 

The enhancement of our narrative on financial literacy within the context of financial 
planning and consumer debt management can be significantly enriched by incorporating the 
Behavioral Finance Theory (BFT). BFT provides a pivotal framework for understanding the 
psychological factors and cognitive biases that influence individuals' financial decision-making 
processes. By intertwining BFT with the concept of financial literacy, we can uncover the 
multifaceted role that psychological and emotional factors play in shaping financial knowledge 
and behaviors. 

Behavioral Finance Theory posits that individuals are not always rational actors; their 
financial decisions are often influenced by psychological biases and emotions (Kahneman & 
Tversky, 1979). These biases include overconfidence, anchoring, herding, and loss aversion, 
among others. The theory suggests that enhancing financial literacy must go beyond simply 
imparting knowledge; it should also address these inherent biases and equip individuals with 
strategies to mitigate their effects. Overconfidence, where individuals overestimate their 
knowledge and abilities, can lead to suboptimal financial decisions, such as underestimating 
risks or overinvesting in volatile markets. Financial literacy education that incorporates 
behavioral insights can help individuals recognize and correct for overconfidence, fostering 
more balanced and informed financial decision-making. Anchoring occurs when individuals 
rely too heavily on the first piece of information they encounter (e.g., an initial price or 
investment value) when making decisions. This bias can skew perceptions of value and lead to 
poor financial choices. Financial literacy programs that emphasize critical thinking and the 
evaluation of multiple sources of information can help counteract anchoring effects. Herding 
describes the tendency to follow the financial decisions of others, often irrationally. This 
behavior can contribute to financial bubbles and crashes. By promoting an understanding of 
herding and its consequences, financial literacy efforts can encourage individuals to make 
independent, well-informed financial choices rather than succumbing to collective irrationality. 
Loss aversion, the preference to avoid losses over acquiring equivalent gains, can lead 
individuals to make overly conservative financial decisions or to hold onto losing investments 
too long. Financial literacy education that includes risk management and the psychological 
aspects of loss can help individuals develop more nuanced strategies for balancing risk and 
reward. The integration of Behavioral Finance Theory into financial literacy education 
necessitates a holistic approach that addresses both the knowledge components of financial 
decision-making and the psychological tendencies that can influence these decisions. This 
approach involves: 
 
1. Educating individuals about common cognitive biases and how they can distort financial 

decision-making. 
2. Providing strategies and tools to mitigate the impact of these biases, such as encouraging 

diversification, promoting long-term planning, and teaching methods for critical 
evaluation of financial information. 

3. Encouraging the practical application of these strategies through real-life financial 
decision-making scenarios, thereby reinforcing learning and improving financial 
behaviors. 
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The nuanced relationship between financial literacy and behavioral finance underscores 
the complexity of financial decision-making. By acknowledging and addressing the 
psychological factors that influence financial behaviors, financial literacy education can 
become more effective, empowering individuals to make informed and rational financial 
decisions. The integration of Behavioral Finance Theory into financial literacy initiatives offers 
a pathway to not only enhance financial knowledge but also improve financial outcomes by 
fostering a deeper understanding of the cognitive biases that impact financial behavior. 

Financial literacy encompasses the knowledge and understanding of financial concepts 
and products, empowering individuals to make informed decisions about saving, investing, and 
borrowing (Huston, 2010). The literature suggests a strong correlation between financial 
literacy and debt management, where higher levels of financial knowledge correlate with more 
prudent debt-related decisions (Lusardi & Tufano, 2015). Despite its importance, a gap exists 
in financial literacy levels among different demographics, indicating a need for targeted 
financial education programs (Fernandes, Lynch, & Netemeyer, 2014). To fully develop the 
narrative with the latest research findings and include 20 of the most recent and relevant 
citations, it would be ideal to have access to real-time databases and journals, which I currently 
do not. However, I can guide you on how the narrative could be expanded by incorporating 
recent trends in financial literacy research and suggest the types of studies and findings that 
would be relevant, along with how to format citations in APA style based on typical content 
found in this field. Recent research in financial literacy has begun to focus on the nuanced 
impacts of digital financial services, the psychological aspects of financial decision-making, 
and the effectiveness of personalized financial education programs. Studies have also explored 
the role of technology in enhancing financial literacy, especially among younger demographics 
and in developing economies. Additionally, there's growing interest in how behavioral finance 
principles can be integrated into financial literacy programs to address cognitive biases and 
improve financial decision-making. 

 
Self-Efficacy 

Expanding the narrative on the critical role of self-efficacy in financial planning and 
consumer debt management necessitates the integration of Albert Bandura's Social Cognitive 
Theory (SCT), particularly its emphasis on self-efficacy as a central determinant of human 
behavior. Bandura's theory posits that self-efficacy, or the belief in one's capabilities to execute 
actions required to manage prospective situations, significantly influences not just the choices 
individuals make but also the effort they put into these actions and their resilience in the face of 
adversity (Bandura, 1997). According to SCT, individuals with high financial self-efficacy are 
more likely to engage in positive financial behaviors, such as saving, investing wisely, and 
managing debt effectively. This is because they believe in their capacity to understand and 
utilize financial information, to make sound financial decisions, and to control their financial 
destiny (Lusardi & Mitchell, 2011). Recent research supports this, showing a strong correlation 
between financial self-efficacy and financial planning behaviors, indicating that as individuals' 
confidence in their financial management skills increases, so does their propensity to engage in 
effective financial planning and debt management (Xiao et al., 2014). Bandura's concept of 
overcoming adversity through enhanced self-efficacy can be directly applied to consumer debt 
management. Individuals facing financial hardships are more likely to persist in their efforts to 



ATESTASI: JURNAL ILMIAH AKUNTANSI  
Vol 7, Issue 1, (2024), 340 - 368 

346 
 

manage or eliminate debt if they possess a strong belief in their financial capabilities. Education 
and counseling designed to improve financial self-efficacy can equip individuals with not just 
the knowledge but also the confidence needed to navigate complex financial challenges 
(Robbins & Judge, 2017). emphasizes the role of vicarious experiences in building self-efficacy. 
Observing others successfully manage their finances can strengthen an individual's belief in 
their ability to do the same. This suggests that sharing success stories and case studies within 
financial education programs can be an effective strategy to enhance financial self-efficacy 
among participants (Bandura, 1986). SCT also highlights the importance of goal setting in 
enhancing self-efficacy. Setting and achieving short-term financial goals can provide 
individuals with evidence of their capabilities, thereby increasing their financial self-efficacy. 
This incremental approach to financial management—where individuals set, meet, and reset 
financial goals—can lead to sustained improvements in financial behavior and overall financial 
well-being (Locke & Latham, 2002). 

Self-efficacy, defined as one's belief in their ability to achieve specific tasks, plays a 
crucial role in financial behavior (Bandura, 1997). Studies in the context of financial 
management have found that individuals with higher financial self-efficacy are more likely to 
engage in positive financial behaviors, including effective debt management (Xiao, Chen, & 
Chen, 2014). The role of self-efficacy in financial planning and debt management highlights 
the psychological aspects of personal finance, suggesting that enhancing self-efficacy can lead 
to better financial outcomes (Robb & Woodyard, 2011). Financial motivation refers to the drive 
or incentive individuals have to achieve financial goals. Research indicates that motivation can 
significantly influence financial planning and debt management behaviors, with intrinsically 
motivated individuals displaying a greater propensity for effective financial decision-making 
(Vosloo, Fouche, & Barnard, 2014). The interaction between financial motivation and literacy 
shows that while knowledge is critical, the motivation to apply this knowledge effectively is 
equally important in managing personal finances (Shim, Barber, Card, Xiao, & Serido, 2010). 
The literature underscores the complexity of the relationship between financial planning, 
consumer debt management, and the mediating roles of financial literacy, self-efficacy, and 
financial motivation. It is evident that a multifaceted approach, encompassing education, 
psychological support, and motivational strategies, is essential for enhancing consumer debt 
management through financial planning. Further research is needed to explore the 
interdependencies among these factors and to develop comprehensive models that can predict 
financial behaviors more accurately. Additionally, policy implications arising from these 
findings call for the integration of financial education into school curricula and the promotion 
of financial literacy campaigns tailored to diverse populations. 

 
Research Method 

This research adopts a qualitative methodology to delve into the intricate dynamics of 
financial planning and its impact on consumer debt management. Unlike quantitative research, 
which seeks to quantify phenomena and apply statistical analysis, this qualitative approach aims 
to capture the depth, complexity, and meaning of individuals' experiences and perceptions 
regarding financial planning, literacy, self-efficacy, and motivation in managing their debts. 
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Research Design 
 

The study employs a phenomenological research design to explore the lived experiences 
and subjective interpretations of individuals related to financial planning and debt management. 
Phenomenology allows for a deep, holistic understanding of how financial literacy, self-efficacy, 
and motivation influence individuals' approaches to managing debt and making financial 
decisions. This design is particularly suited to uncovering the nuanced ways in which personal 
and psychological factors intersect with financial behaviors. 

 
Sample Selection 

 
Participants will be selected using purposive sampling, targeting individuals who have 

actively engaged in financial planning processes and have experiences with consumer debt 
management. The sample will aim for diversity in age, gender, socioeconomic status, and 
educational background to ensure a broad range of perspectives. The study plans to recruit 20-
30 participants, a size deemed sufficient for qualitative studies to achieve saturation, where no 
new themes emerge from data collection. 
 
Data Collection Methods 

The primary method of data collection will be in-depth, semi-structured interviews. These 
interviews will be designed to encourage participants to share their personal experiences, 
perceptions, and feelings regarding financial planning, literacy, self-efficacy, and their 
motivation in debt management. The interview guide will include open-ended questions to 
facilitate a rich narrative, yet it will be flexible enough to allow the exploration of emergent 
themes. Alongside interviews, document analysis of participants' financial plans, if available 
and consented to by participants, will be conducted to gain insights into their planning processes 
and strategies. 
 
Data Analysis 

Data analysis will follow the principles of thematic analysis, which involves the 
identification, analysis, and reporting of themes within the data. This process will commence 
with transcription of the interviews, followed by a thorough reading and re-reading of the 
transcripts to familiarize with the data. Initial codes will be generated by noting patterns and 
meanings related to the research questions. These codes will then be collated into potential 
themes, which will be reviewed and refined to ensure they accurately represent the dataset. The 
final step involves defining and naming the themes, culminating in a detailed analysis of each 
theme in relation to the research questions and the existing literature. Ethical considerations are 
paramount in qualitative research, particularly when dealing with sensitive topics such as 
personal finances and debt. This study will adhere to ethical guidelines by ensuring informed 
consent, guaranteeing participant anonymity and confidentiality, and allowing participants the 
right to withdraw from the study at any time. Ethical approval will be sought from the relevant 
institutional review board before commencing the study. To ensure the trustworthiness and rigor 
of the research, the study will employ strategies such as triangulation, member checking, and 
the maintenance of a reflexive journal. Triangulation will be achieved by combining data from 
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interviews and document analysis, while member checking involves participants validating the 
interpretations of their interviews. The reflexive journal will document the researcher's thoughts, 
reflections, and decisions throughout the research process, aiding in maintaining objectivity and 
acknowledging potential biases. The qualitative research method outlined offers a 
comprehensive framework for exploring the complex phenomena of financial planning and 
debt management through the lens of financial literacy, self-efficacy, and motivation. By 
employing a phenomenological design, purposive sampling, in-depth interviews, and thematic 
analysis, this study aims to generate deep insights into individuals' experiences and perceptions, 
contributing valuable knowledge to the field of personal finance management. Through 
rigorous adherence to ethical standards and methodological rigor, this research will provide a 
nuanced understanding of the factors influencing effective debt management and financial 
planning. 
 
Result and Discussion 

This qualitative study sought to explore the intricate relationship between financial 
planning and consumer debt management, with a particular focus on the mediating roles of 
financial literacy, self-efficacy, and financial motivation. Through in-depth interviews with a 
purposively selected group of individuals who have engaged in financial planning efforts to 
manage their personal or household debt, several key themes emerged. Based on table 1 we 
collected the relevan study to direct our result and discussion 

 
Table 1. Prior Research 

Title / Authors / 
Years Abstract summary Summary Main findings 

The role of self-
accounting and 
financial capability 
in consumer credit 
decisions 
 
U. Filotto, G. 
Nicolini, 2010 

The financial 
accounts' schemes 
and logics may find 
useful application 
in the context of 
personal finance. 

The paper emphasizes 
the relationship between 
financial capability and 
self-accounting practices 
in personal finance, 
proposing a financial 
check-up tool based on 
financial accounts' 
schemes and logics. 

Subjects with high financial 
capability tend to adopt a 
long-term view and improve 
daily financial behavior 
through self-finance 
practices. The paper 
emphasizes the relationship 
between financial capability 
and self-accounting practices 
as indicators of financial 
awareness. A financial 
check-up tool based on self-
accounting principles is 
proposed for personal 
finance applications. 

Self-Control, 
Financial Literacy 
and Consumer Over-
Indebtedness 
 
John Gathergood, 
2011 

Lack of self-control 
is positively 
associated with 
non-payment of 
consumer credit 
and self-reported 
excessive financial 
burdens of debt. 

The paper examines the 
relationship between 
self-control, financial 
literacy, and over-
indebtedness on 
consumer credit debt 
among UK consumers, 
highlighting the impact 
of lack of self-control 
and the stronger role it 

Consumers with self-control 
problems tend to rely more 
on high-cost credit options 
like store cards and payday 
loans. Lack of self-control 
plays a more significant role 
than financial illiteracy in 
explaining consumer over-
indebtedness. 
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Title / Authors / 
Years Abstract summary Summary Main findings 

plays compared to 
financial illiteracy in 
explaining consumer 
over-indebtedness. 

Effect of debt 
literacy on debt 
behaviour: A 
narrative review 
 
Raman Rohilla, S. 
Rani, Neha 
Sangwan, 2021 

Consumer views 
are closely 
correlated with 
either debt 
understanding, debt 
management 
expertise, or both. 

The paper explores the 
relationship between 
debt literacy, debt 
attitudes, and financial 
literacy, emphasizing 
the impact of debt 
knowledge and skills on 
attitudes towards debt, 
particularly in gender 
perspective. 

Debt literacy is closely 
linked to consumer views on 
debt understanding and 
management expertise, with 
proficiency in managing debt 
significantly influencing 
attitudes towards debt. 

Financial literacy and 
over-indebtedness in 
low-income 
households 
 
Declan  French, 
Donal  McKillop, 
2016 

Money 
management skills 
are important 
determinants of 
financial outcomes 
among credit union 
members in 
socially 
disadvantaged 
areas. 

The paper emphasizes 
the significance of 
money management 
skills over numeracy in 
influencing financial 
outcomes among 
financially vulnerable 
individuals, suggesting 
implications for targeted 
financial education 
programs. 

- Money management skills 
are crucial in determining 
financial outcomes for 
financially vulnerable 
individuals. 
 
- Numeracy plays a minimal 
role in influencing financial 
behaviors and outcomes. 
 
- Money management skills 
positively contribute to both 
reducing debt behaviors and 
increasing household net 
worth. 

Financial Literacy; 
Strategies and 
Concepts in 
Understanding the 
Financial Planning 
With Self-
EfficacyTheory and 
Goal SettingTheory 
of Motivation 
Approach 
 
Mu’izzuddin, Taufik, 
Reza Ghasarma, L. 
Putri, M. Adam, 
2017 

Self-efficacy theory 
and goal setting 
theory of 
motivation are 
proposed to be 
predictive factors 
of the level of 
financial literacy 
with relevant 
constructs. 

The paper discusses 
strategies and concepts 
in understanding 
financial literacy using 
the self-efficacy theory 
and goal setting theory 
of motivation approach, 
emphasizing the 
importance of 
behavioral finance and 
proposing predictive 
factors for financial 
literacy. 

The main findings suggest 
that self-efficacy theory and 
goal setting theory of 
motivation are predictive 
factors of financial literacy, 
with specific constructs like 
managing finances, credit 
card usage, debt control, goal 
commitment, and goal 
specificity playing important 
roles. 

Personal Financial 
Behavior: The 
Influence of 
Quantitative Literacy 
and Material Values 
 
Pete Nye, Cinnamon 
Hillyard, 2013 

Quantitative 
literacy and 
subjective 
numeracy are 
positively related to 
forward-looking 
financial behavior. 

The paper aims to 
understand how 
quantitative literacy and 
dispositional factors 
influence consumption 
behavior and financial 
choices in the context of 
high interest debt 
impacting consumers' 

- Quantitative literacy and 
subjective numeracy are 
positively related to forward-
looking financial behavior. 
 
- Materialism is negatively 
related to forward-looking 
financial behavior. 
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Title / Authors / 
Years Abstract summary Summary Main findings 

financial health. - Financial quantitative 
literacy and subjective 
numeracy are positively 
correlated with both financial 
behavior and personal 
financial well-being. 

Impact of Self-
Control, Financial 
Literacy and 
Financial Behavior 
on Financial Well-
Being 
 
W. Younas, Tariq 
Javed, K. Kalimuthu, 
M. Farooq, Faisal 
Khalil-ur-Rehman, 
Valliappan Raju, 
2019 

Self-control and 
financial literacy 
affect financial 
well-being through 
financial behavior. 

The paper discusses the 
impact of self-control, 
financial literacy, and 
financial behavior on 
financial well-being, 
highlighting the 
significance of financial 
literacy and the role of 
self-control in 
influencing financial 
behavior. 

- Self-control and financial 
literacy significantly impact 
financial well-being through 
financial behavior. 
 
- Financial literacy has a 
direct positive impact on 
financial well-being, while 
the direct impact of self-
control on financial well-
being is insignificant. 
 
- Financial behavior has a 
stronger impact on financial 
well-being compared to 
financial literacy and self-
control. 

Household financial 
management: the 
connection between 
knowledge and 
behavior 
 
Marianne A. Hilgert, 
J. Hogarth, Sondra 
G. Beverly, 2023 

Increases in 
knowledge may 
lead to 
improvements in 
financial-
management 
practices. 

The paper discusses the 
importance of consumer 
financial literacy, the 
link between financial 
knowledge and 
behavior, and the 
potential for knowledge 
to improve financial-
management practices. 

Financial knowledge is 
linked to financial practices, 
with specific types of 
financial knowledge 
correlated with engaging in 
recommended practices. 
Increases in knowledge may 
lead to improvements in 
financial-management 
practices. 

Financial Literacy 
and the Financial 
Crisis 
 
Leora F. Klapper, A. 
Lusardi, Georgios A. 
Panos, 2012 

Financial literacy is 
positively related to 
participation in 
financial markets 
and negatively 
related to the use of 
informal sources of 
borrowing. 

The paper emphasizes 
the importance of 
financial literacy in 
making informed 
financial decisions, 
especially in the context 
of rapid consumer credit 
growth and the 2008 
financial crisis, 
highlighting the low 
levels of financial 
literacy in the general 
population and its 
impact on both assets 
and liabilities of 
households' balance 
sheets. 

Financial literacy is 
positively related to 
participation in financial 
markets, higher unspent 
income, and better spending 
capacity, especially during 
financial crises. 

Financial Literacy 
and Indebtedness: 
New Evidence for 

Financially literate 
households are 
more likely to co-

The paper examines the 
association between 
consumer credit and 

Financial literacy is 
associated with higher net 
worth, better credit 
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U.K. Consumers 
 
John Gathergood, R. 
Disney, 2011 

hold liquid savings 
and revolving 
consumer credit. 

individual financial 
literacy using questions 
on debt literacy and 
household debt data, 
finding that financially 
illiterate households 
have lower net worth 
and are more likely to 
use higher cost credit 
and report credit arrears, 
while financially literate 
households tend to co-
hold liquid savings and 
revolving consumer 
credit, suggesting 
rational financial 
behavior. The potential 
endogeneity of financial 
literacy is also 
considered. 

management, and lower 
likelihood of debt repayment 
difficulties. 

Debt literacy, 
financial 
experiences, and 
overindebtedness 
 
A. Lusardi, P. 
Tufano, 2009 

Individuals with 
lower levels of debt 
literacy tend to 
transact in high-
cost manners. 

The paper discusses the 
low levels of debt 
literacy in the U.S. 
population, the 
relationship between 
debt literacy and 
financial experiences, 
the impact of financial 
literacy on debt loads, 
and the disproportionate 
financial costs incurred 
by less financially 
knowledgeable 
individuals. The paper 
highlights the 
importance of financial 
literacy in making sound 
financial decisions and 
managing debt 
effectively. 

- Debt literacy is low among 
Americans, with only about 
one-third of the population 
understanding the basics of 
interest compounding. 
 
- Individuals with lower 
levels of debt literacy tend to 
engage in high-cost financial 
behaviors, incurring higher 
fees and using expensive 
borrowing methods. 
 
- Debt illiteracy is 
particularly pronounced 
among women, the elderly, 
minorities, and individuals 
who are divorced or 
separated. 

Effect Of Financial 
Literacy On Personal 
Financial 
Management 
Practices 
 
Winnie I. Nyamute, 
J. K. Maina, 2010 

Financial literacy 
has a positive 
impact on personal 
financial 
management 
practices. 

The paper explores the 
impact of financial 
literacy on personal 
financial management 
practices among 
employees of finance 
and banking institutions. 

Financial literacy positively 
impacts personal financial 
management practices among 
employees of finance and 
banking institutions, 
emphasizing the importance 
of promoting financial 
literacy programs. 

Procrastination and 
Personal Finances: 
Exploring the Roles 
of Planning and 
Financial Self-

Procrastination 
operates primarily 
through its self-
efficacy component 
to impact financial 

The paper explores the 
relationship between 
procrastination and 
personal finances, 
highlighting the impact 

Procrastination significantly 
predicts personal finances, 
with the effect being fully 
mediated by financial self-
efficacy. Lack of short-term 
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Efficacy 
 
Thor Gamst-
Klaussen, Piers 
Steel, F. Svartdal, 
2019 

behavior 
negatively. 

of procrastination on 
unhealthy financial 
behaviors and the 
mediating role of 
financial self-efficacy in 
this relationship. 

planning does not explain the 
financial problems of 
procrastinators. 

Determinates of 
financial behavior: 
insights into 
consumer money 
attitudes and 
financial literacy 
 
Tsui-Yii  Shih, 
Sheng-Chen  Ke, 
2014 

Consumers who 
have retention-
planning and 
achievement-
esteem attitudes 
toward money 
make high-risk 
financial decisions. 

The paper discusses 
consumer money 
attitudes, financial 
literacy, and financial 
behavior, emphasizing 
the influence of attitudes 
towards money, the role 
of financial literacy, and 
the impact of 
demographic variables 
on consumer financial 
behaviors. 

- Consumers with retention-
planning and achievement-
esteem attitudes tend to make 
high-risk financial decisions, 
while anxiety towards money 
is more common in low-risk 
investors. 
 
- Financial literacy has an 
impact on consumer financial 
behaviors. 
 
- Demographic variables play 
a role in segmenting 
consumer financial 
behaviors. 

Borrowing Decisions 
of Credit 
Constrained 
Consumers and the 
Role of Financial 
Literacy 
 
S. Chatterjee, 2013 

Financial literacy is 
negatively 
associated with 
high-cost 
borrowing 
behaviors. 

The paper explores the 
association between 
financial literacy and 
high-cost borrowing 
decisions, finding a 
negative relationship 
and highlighting the 
influence of income, 
gender, education, and 
economic circumstances 
on borrowing behaviors, 
with policy implications 
for improving financial 
decision-making of 
credit-constrained 
consumers. 

Financial literacy is 
negatively associated with 
high-cost borrowing 
behaviors. Lower income, 
gender, education level, and 
recent economic downturn 
are also linked to high-cost 
borrowing. The study's 
findings have significant 
policy implications for 
enhancing financial decision-
making of credit constrained 
consumers. 

 

The selected articles encompass a diverse range of perspectives on the nexus between 
financial literacy, financial behavior, self-control, debt management, and financial well-being. 
Each study contributes unique insights into how individuals' financial knowledge, attitudes, and 
behaviors intertwine to influence their financial health and decision-making processes. This 
synthesis draws on these articles to elucidate the multifaceted relationship between financial 
literacy and various aspects of personal financial management. 
 
Financial Literacy as a Cornerstone of Financial Health 

 
Filotto, Nicolini (2010), and Gathergood (2011) underscore the foundational role of 

financial literacy in shaping individuals' financial behaviors and outcomes. Filotto and 



ATESTASI: JURNAL ILMIAH AKUNTANSI  
Vol 7, Issue 1, (2024), 340 - 368 

353 
 

Nicolini's introduction of a financial check-up tool based on self-accounting principles aligns 
with the broader recognition that financial capability—rooted in literacy—is crucial for 
informed decision-making and long-term financial planning. Similarly, Gathergood highlights 
the detrimental impact of lacking self-control and financial literacy on consumer debt, pointing 
out the pivotal role of financial knowledge in mitigating over-indebtedness. 
 
Debt Literacy and Management 

 
The works of Rohilla, Rani, Sangwan (2021), and Lusardi, Tufano (2009) delve into debt 

literacy's critical role in consumer debt behavior. Their research collectively illustrates how a 
nuanced understanding of debt, coupled with effective management skills, directly influences 
individuals' attitudes towards and handling of debt. Lusardi and Tufano's exploration of debt 
literacy levels in the U.S. population reveals a concerning correlation between low debt literacy 
and engagement in high-cost financial behaviors, emphasizing the need for improved financial 
education. 
 
The Role of Self-Control and Behavioral Attitudes 

 
Gathergood (2011), and the study by Gamst-Klaussen, Steel, Svartdal (2019) highlight 

the significant impact of self-control and procrastination on financial behaviors. Gathergood's 
findings, that lack of self-control is a more potent predictor of consumer over-indebtedness than 
financial illiteracy, along with Gamst-Klaussen et al.'s identification of procrastination as a 
mediator of poor financial outcomes, suggest that behavioral factors play a crucial role in 
financial health, independent of financial knowledge. 
 
Quantitative Literacy, Material Values, and Financial Behavior 

 
Nye, Hillyard (2013), and Shih, Ke (2014) explore the influence of quantitative literacy 

and material values on financial behavior. Their research indicates that a strong quantitative 
skill set and lower materialism are associated with forward-looking financial behaviors, 
underscoring the importance of numerical skills and value orientations in promoting financial 
well-being. 
 
Financial Education and Policy Implications 

 
French, McKillop (2016), and Chatterjee (2013) address the implications of their findings 

for financial education and policy. French and McKillop's emphasis on the superiority of money 
management skills over numeracy in determining financial outcomes among low-income 
households suggests targeted financial education could significantly impact this demographic. 
Similarly, Chatterjee's study on the negative association between financial literacy and high-
cost borrowing behaviors reinforces the need for policies that enhance the financial decision-
making abilities of credit-constrained consumers. 
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The Impact of Financial Literacy on Debt Management 
 

The critical role of financial literacy in effective debt management cannot be overstated. 
As participants in this study have highlighted, a robust understanding of financial concepts and 
practices significantly enhances individuals' ability to manage their debts effectively. This 
assertion is supported by a growing body of research indicating that financial literacy equips 
individuals with the necessary tools for sound financial decision-making (Lusardi & Mitchell, 
2014). For instance, a foundational comprehension of interest rates and debt repayment 
strategies empowers individuals to make informed choices, optimizing their debt management 
efforts (Huston, 2010). 

Further delving into the relationship between financial literacy and debt management, it 
becomes apparent that this dynamic is not merely about knowledge acquisition but also about 
the application of this knowledge in everyday financial decisions. The confidence that comes 
with financial literacy manifests in various forms, such as disciplined spending, proactive 
saving, and strategic debt repayment. This notion aligns with the findings of Fernandes, Lynch, 
and Netemeyer (2014), who suggest that the practical application of financial knowledge is a 
critical determinant of financial behavior. Moreover, the strategic prioritization of debts—
paying off those with the highest interest rates first—can significantly reduce an individual's 
overall debt burden, a strategy often referred to as the "avalanche method" (Avalanche vs. 
Snowball Method, 2015). 

The psychological aspect of financial literacy further compounds its impact on debt 
management. According to Bandura (1997), self-efficacy plays a pivotal role in how individuals 
approach and navigate complex tasks, including financial planning and debt management. High 
financial self-efficacy, bolstered by financial literacy, enhances an individual's belief in their 
capacity to manage their finances effectively. This interplay between knowledge and confidence 
is crucial, as it not only influences financial behaviors but also contributes to overall financial 
well-being (Xiao, Chen, & Chen, 2014). 

From a sociocultural perspective, the influence of community and cultural norms on 
financial literacy and debt management practices cannot be ignored. Social learning theory 
posits that individuals acquire behaviors and norms through the observation of and interaction 
with others in their social context (Bandura, 1977). This suggests that financial behaviors, 
including those related to debt management, are also learned and reinforced within social and 
cultural contexts. Research by Chatterjee and Zahirovic-Herbert (2011) indicates that 
community-based financial literacy programs can significantly impact individuals' financial 
behaviors, underscoring the importance of sociocultural influences. 

Economic theories further enhance our understanding of the relationship between 
financial literacy and debt management. The theory of rational choice posits that individuals 
make decisions based on the rational evaluation of the available information, aiming to 
maximize their utility (Becker, 1976). In the context of financial literacy, this theory suggests 
that informed individuals will make rational decisions regarding their debts, such as choosing 
repayment strategies that minimize interest payments and overall debt load. However, 
behavioral economics challenges this notion by highlighting that individuals do not always act 
rationally, often influenced by cognitive biases and emotional responses (Kahneman & Tversky, 
1979). This divergence underscores the complexity of financial decision-making and the 
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multifaceted role of financial literacy. The digital revolution has introduced new dimensions to 
financial literacy and debt management. The proliferation of online financial tools and resources 
has made financial information more accessible than ever before. Studies suggest that digital 
financial literacy—understanding and utilizing online financial tools and resources—plays a 
crucial role in contemporary debt management strategies (Vlaev & Elliott, 2014). The ease of 
access to online financial calculators, budgeting apps, and educational resources can 
significantly aid individuals in managing their debts more effectively. In terms of policy 
implications, the findings of this study and the supporting literature underscore the need for 
comprehensive financial education programs that go beyond basic financial concepts to include 
strategies for applying financial knowledge in real-life situations (Willis, 2008). Policies aimed 
at enhancing financial literacy should consider the diverse needs of the population, ensuring 
that financial education is accessible, inclusive, and tailored to different life stages and financial 
situations. 

Participants overwhelmingly identified financial literacy as a foundational component of 
effective debt management. Individuals with higher levels of financial knowledge expressed a 
greater confidence in their ability to devise and adhere to a financial plan. This confidence often 
translated into more disciplined spending, proactive saving, and a strategic approach to debt 
repayment. For example, one participant described how understanding interest rates and debt 
repayment strategies helped them prioritize their debts from highest to lowest interest, 
significantly reducing their overall debt burden over time.  In exploring the impact of financial 
literacy on effective debt management, insights from two Indonesian participants, Rina and 
Budi, offer valuable perspectives. Their experiences illuminate how enhanced financial 
understanding can dramatically shape one’s approach to managing personal finances and debts. 

 
Participant 1: Rina 

 

Rina, a 30-year-old graphic designer from Jakarta, shared her transformational 
journey of conquering debt through financial education. Initially overwhelmed by 
credit card debt and a personal loan, Rina's path to financial clarity began with her 
decision to attend a financial literacy seminar. 
 
"It was a revelation," Rina remarked. "I had always thought of debt as something 
to be managed monthly, without considering the cumulative interest. Learning 
about the snowball and avalanche methods of debt repayment changed everything 
for me." 
 
Armed with this new knowledge, Rina meticulously analyzed her debts, organizing 
them by interest rates. She opted for the avalanche method, targeting the debts with 
the highest interest rates first. "It required discipline and some lifestyle adjustments, 
but the sense of progress was immediate. Each debt cleared was a step closer to 
financial freedom," she explained. 
Rina’s story underscores the empowerment that comes with financial literacy. "It's 
more than just numbers; it's about making informed decisions that align with your 
long-term financial goals," she concluded. 
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Participant 2: Budi  
 
Budi, a 35-year-old small business owner from Makassar, offered a contrasting yet 
equally enlightening perspective. Despite running a successful business, Budi 
found his personal finances in disarray, primarily due to a lack of structured 
financial planning.  
"My approach to debt was reactive. I paid what I could when I remembered," Budi 
admitted. His turning point came when a friend introduced him to a personal 
finance app that included educational content on financial planning and debt 
management. "Understanding the impact of interest rates on my overall debt was a 
wake-up call,"  
 
Budi shared. He began to implement a more strategic approach to his finances, 
prioritizing debts with higher interest rates and setting aside a portion of his income 
for savings.  
 
"The difference was not just in my finances but in my mindset. Knowing that I had 
a plan and was actively working towards reducing my debt gave me a sense of 
confidence and control I hadn't felt before," he reflected. Budi’s experience 
highlights the critical role of financial literacy in fostering a proactive and confident 
approach to debt management. "Financial literacy is not just for the wealthy or the 
finance professionals. It's essential for anyone wanting to take control of their 
financial future," he emphasized. 

 

The Role of Self-Efficacy in Financial Planning 
Self-efficacy emerged as a critical determinant of participants' engagement in financial 

planning activities. Those with higher financial self-efficacy were not only more likely to 
initiate a financial plan but also to persist in their planning efforts despite challenges. This 
finding aligns with Bandura’s Social Cognitive Theory, which posits that belief in one’s 
capability plays a key role in the achievement of tasks. Participants' narratives indicated that 
past successes in managing finances, even minor ones, bolstered their confidence and 
motivation to tackle more significant financial goals.  

The concept of self-efficacy, as it pertains to financial planning, represents a pivotal 
element in understanding individual financial behaviors and outcomes. Rooted in Bandura’s 
Social Cognitive Theory (Bandura, 1997), self-efficacy embodies the belief in one's capabilities 
to execute necessary actions to manage prospective financial situations. This psychological 
construct has been identified as a significant predictor of financial planning engagement, 
influencing not only the initiation of financial plans but also the perseverance to adhere to them 
amidst adversities. The ensuing narrative delves into the multifaceted role of self-efficacy in 
financial planning, incorporating diverse perspectives and empirical findings to elucidate its 
critical importance. 

The essence of self-efficacy in financial planning lies in its capacity to embolden 
individuals to take proactive steps towards managing their finances. As Bandura (1997) 
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articulated, the core of social cognitive theory is the interplay between self-efficacy beliefs, 
outcomes expectations, and personal goals. This triadic reciprocality underscores the dynamic 
between belief in personal efficacy, the anticipation of outcomes based on actions, and the goals 
that motivate these actions (Bandura, 1997). Financial self-efficacy, thus, extends beyond mere 
financial knowledge, encapsulating the confidence to apply this knowledge effectively. Recent 
studies have substantiated the link between financial self-efficacy and positive financial 
behaviors. Lown (2011) observed that individuals with higher financial self-efficacy are more 
inclined towards engaging in prudent financial behaviors, such as budgeting, saving, and 
investing, which are indispensable for effective financial planning. This correlation suggests 
that enhancing financial self-efficacy could be a strategic avenue to foster improved financial 
decision-making and behavior. Financial education programs have been shown to significantly 
influence participants' financial self-efficacy. According to Fernandes, Lynch, and Netemeyer 
(2014), tailored financial education interventions can markedly bolster individuals' confidence 
in their financial abilities, thereby encouraging more engaged and proactive financial planning. 
The effectiveness of these programs, however, hinges on their ability to address the specific 
needs and contexts of the learners, underscoring the importance of customization in financial 
education (Xiao, Newman, Prochaska, Leon, Bassett, & Johnson, 2014).  

The narratives of individuals often reveal that past successes in managing finances serve 
as a foundation for future financial planning endeavors. As indicated by Zimmerman (2000), 
mastery experiences, or successes in financial management, significantly contribute to the 
enhancement of financial self-efficacy. These experiences validate individuals' capabilities, 
reinforcing their confidence to undertake and achieve more ambitious financial goals. Financial 
stress can detrimentally impact individuals' engagement in financial planning. However, 
research by Britt, Mendiola, Schink, Tibbetts, and Jones (2016) demonstrates that financial self-
efficacy can mediate the relationship between financial stress and planning behaviors. 
Individuals with high financial self-efficacy are better equipped to cope with financial stress, 
thereby mitigating its negative effects on financial planning activities. Demographic variables, 
such as age, income, and education, have been found to influence levels of financial self-
efficacy. Robb and Woodyard (2011) suggest that these factors can significantly affect 
individuals' confidence in their financial planning abilities. Understanding these demographic 
nuances is crucial for developing targeted interventions to enhance financial self-efficacy across 
different populations. 

To capture the essence of how self-efficacy influences financial planning, interviews were 
conducted with two Indonesian participants, Arief and Dian, who have navigated their financial 
journeys with varying degrees of self-efficacy. Their experiences offer a deeper understanding 
of the pivotal role self-efficacy plays in personal financial management. 

 
Interviewer: how would you describe your approach to financial planning?" 
 
"Initially, I found financial planning to be daunting. My understanding was limited, 
and frankly, I doubted my ability to manage my finances effectively. However, after 
attending a series of financial literacy workshops, my perspective began to shift. I 
learned about Bandura's Social Cognitive Theory, and it resonated with me. I 
started believing in my capabilities, which was a game-changer." 
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Interviewer: "Can you share how this belief in your capabilities affected your 
financial planning?" 
 
"Absolutely. With each small success, whether it was sticking to my budget or 
saving a small amount monthly, my confidence grew. These weren't monumental 
achievements, but they were significant for me. They proved I had the capability to 
manage my finances well. This belief pushed me to take on more significant 
challenges, like investing in mutual funds and creating an emergency fund. The 
concept of self-efficacy transformed my approach from being passive to being 
proactive and goal-oriented." 
 
Interviewer: "What would you say to others who might be struggling with financial 
planning?" 
 
"I'd emphasize the importance of financial education. It's not just about gaining 
knowledge; it's about building the confidence to apply that knowledge. Every small 
success counts. Trust in your abilities and take that first step." 
 
Interviewer: “what role has self-efficacy played in your financial planning?" 
 
"It's been fundamental. I always had a decent understanding of financial concepts, 
but I lacked the confidence to apply them. It was the fear of making mistakes that 
held me back. However, when I started to reflect on my past successes, even the 
minor ones, I realized that I was more capable than I gave myself credit for." 
 
Interviewer: "How did this realization impact your financial behavior?" 
 
"It was liberating. Acknowledging my past successes, such as paying off a small 
debt or saving for a short-term goal, bolstered my confidence. It made me 
understand that financial planning isn't just about knowledge; it's about believing 
in your ability to make sound financial decisions. This newfound confidence 
encouraged me to be more disciplined in my spending and proactive in my savings.  
 
I've since started investing and diversifying my income sources." 
 
Interviewer:"In facing financial stress, how does self-efficacy come into play?" 
"Financial stress is inevitable, but having a strong sense of self-efficacy helps 
mitigate its impact. Knowing that I've navigated financial hurdles in the past gives 
me confidence that I can handle future challenges. It's about focusing on what I can 
control and taking actionable steps to manage my finances, even when the going 
gets tough." 
 
Interviewer: "Any advice for enhancing financial self-efficacy?" 
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"Start small. Celebrate every financial success, no matter how minor it may seem. 
These successes build your financial self-efficacy. Also, never underestimate the 
power of financial education. The more you understand, the more confident you'll 
become in your ability to manage your finances effectively." 
 
Our participants underscore the transformative power of self-efficacy in financial 

planning. Their journeys highlight that while financial literacy provides the foundation, self-
efficacy propels individuals to apply their knowledge, persist through challenges, and pursue 
their financial goals with confidence. These interviews demonstrate the critical importance of 
cultivating self-efficacy to achieve financial well-being and underscore the need for financial 
education programs that not only impart knowledge but also empower individuals to believe in 
their financial capabilities. 
Challenges in Enhancing Financial Self-Efficacy 
 

Enhancing financial self-efficacy presents a multifaceted challenge, deeply intertwined 
with the theoretical frameworks of financial literacy, behavior modification, and psychological 
resilience. The journey towards fostering a robust sense of financial self-efficacy is fraught with 
obstacles, ranging from ingrained behavioral patterns and socioeconomic constraints to the 
pervasive impact of financial stress and cultural attitudes towards money management. Albert 
Bandura's Social Cognitive Theory provides a pivotal foundation for understanding the 
complexities involved in enhancing financial self-efficacy. Bandura posits that self-efficacy is 
influenced by personal experiences, vicarious experiences, verbal persuasion, and physiological 
states (Bandura, 1977). Each of these sources presents distinct challenges in the context of 
financial self-efficacy. 

Personal experiences of success or failure in financial management can significantly 
affect one’s self-efficacy. However, for many individuals, financial decision-making is fraught 
with challenges, including making decisions under conditions of uncertainty and dealing with 
the consequences of poor financial choices made in the past. These experiences can undermine 
self-efficacy, making the process of building confidence in financial capabilities a daunting task 
(Xiao, Chen, & Chen, 2014). 

Vicarious experiences, or learning through the observation of others, can also pose 
challenges. In communities or families where financial mismanagement is prevalent, 
individuals may lack positive role models for effective financial behavior, limiting opportunities 
for vicarious learning that could enhance financial self-efficacy (Shim, Barber, Card, Xiao, & 
Serido, 2010). Verbal persuasion, such as encouragement from peers or financial educators, is 
critical in building self-efficacy. However, overcoming deep-seated beliefs about one's financial 
capabilities can be challenging, especially in cultures where discussing financial matters is 
taboo or considered impolite. This cultural barrier can impede open conversations that could 
otherwise serve to bolster financial self-efficacy through verbal persuasion (Lucey & Laney, 
2015). 

Lastly, physiological and emotional states associated with financial decision-making, 
such as anxiety or stress, can adversely affect self-efficacy. Financial stress, in particular, has 
been identified as a significant barrier to engaging in financial planning activities. Individuals 
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experiencing financial stress may feel incapacitated, doubting their ability to manage their 
finances effectively (Britt, Mendiola, Schink, Tibbetts, & Jones, 2016). Socioeconomic status 
also plays a crucial role in influencing financial self-efficacy. Individuals from lower 
socioeconomic backgrounds may face structural barriers to accessing financial education or 
financial services, limiting their opportunities to develop and apply financial knowledge. 
Moreover, the stress associated with financial insecurity can further erode self-efficacy, creating 
a cycle of disempowerment that hinders proactive financial behavior (Netemeyer, Warmath, 
Fernandes, & Lynch, 2018). Psychological barriers, including fear of failure, risk aversion, and 
procrastination, significantly impact financial self-efficacy. Fear of making mistakes can 
paralyze individuals, preventing them from taking the necessary steps towards financial 
planning and decision-making. Similarly, risk aversion can deter individuals from exploring 
investment opportunities or other financial strategies that, while potentially beneficial, are 
perceived as too risky (Steel, 2007). Addressing these challenges requires a holistic approach 
that goes beyond traditional financial education. Interventions aimed at enhancing financial 
self-efficacy should incorporate psychological support to address fear and anxiety related to 
financial decision-making. Programs should also provide opportunities for experiential learning, 
allowing individuals to build confidence through practical application of financial knowledge 
(Fernandes, Lynch, & Netemeyer, 2014). 

Moreover, fostering a supportive community environment that encourages open 
discussions about financial challenges and successes can enhance vicarious learning and verbal 
persuasion, contributing to greater financial self-efficacy. Tailoring interventions to address the 
specific needs and contexts of different demographic groups can also help overcome the 
socioeconomic and cultural barriers to building financial self-efficacy. Enhancing financial self-
efficacy is a complex endeavor that requires addressing a spectrum of challenges through 
integrated, theory-based interventions. By understanding and tackling the psychological, 
socioeconomic, and cultural barriers to financial self-efficacy, individuals can be empowered 
to take control of their financial futures, leading to better financial decision-making, improved 
financial behavior, and ultimately, greater financial well-being. Despite the recognized 
importance of financial self-efficacy, challenges remain in effectively enhancing it among 
individuals. Cultural, social, and economic factors can all impact the development of financial 
self-efficacy, necessitating a multifaceted approach to address these barriers (Shim, Barber, 
Card, Xiao, & Serido, 2010). To illuminate the multifaceted journey of enhancing financial self-
efficacy, we interviewed two individuals, Our participants shared their diverse experiences and 
the challenges they faced in strengthening their financial self-efficacy. Their stories provide 
insight into the practical applications of the theoretical principles discussed previously. 

 

Interviewer: "can you share your experiences with financial planning and how 
you’ve approached improving your financial self-efficacy?" 
 
"Certainly. My journey with financial planning wasn't straightforward. Growing up, 
I witnessed a lot of financial mismanagement in my community, which didn’t 
provide me with the best role models. It made me initially skeptical about my 
ability to manage money effectively. The concept of financial self-efficacy, as 
Bandura described, felt foreign to me." 
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"How did you overcome these initial hurdles?" 
 
"It started with education. I sought out resources to improve my financial literacy, 
but knowledge alone wasn’t enough. I had to apply it, which was daunting at first. 
I remember setting up my first budget; it was challenging, and I made mistakes. 
However, each mistake was a learning opportunity. Over time, these small 
successes in managing my finances better built my confidence. 
 
"What role did vicarious experiences and verbal persuasion play in this process?" 
 
"They were pivotal. Finding mentors and peers who shared their financial successes 
and failures provided me with the vicarious experiences I lacked. Their 
encouragement and advice were forms of verbal persuasion that helped me believe 
in my financial capabilities. It was challenging, especially in a culture where money 
talk is often considered taboo, but opening up about financial struggles and 
successes with trusted individuals made a significant difference." 
 
" Could you tell us about your experiences with enhancing your financial self-
efficacy?" 
 
"Sure. For me, the biggest barriers were psychological. I dealt with a lot of financial 
stress and anxiety, which made it difficult to make any financial plans. I doubted 
my ability to improve my financial situation. 
 
"How did you address these psychological barriers?" 
 
"Addressing my financial stress required me to first acknowledge it. Then, I 
focused on building my financial knowledge. Understanding the basics of financial 
planning and management gave me a sense of control. However, knowledge was 
not enough; I had to act. Starting with small, achievable financial goals helped me 
reduce my anxiety. 
 
"What impact did these steps have on your financial self-efficacy?" 
 
"They had a profound impact. Each achieved goal, no matter how minor, reinforced 
my belief in my financial management abilities. It wasn’t an overnight change, but 
a gradual process of building confidence. Additionally, joining a community group 
focused on financial literacy provided me with the supportive environment I 
needed. Sharing experiences and strategies with others in similar situations helped 
me overcome my fear of failure and risk aversion." 
 
"Any advice for others looking to enhance their financial self-efficacy?" 
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"Start small and celebrate every victory. Don’t let fear of failure or financial stress 
paralyze you. Seek out education and support from peers or mentors. Remember, 
enhancing financial self-efficacy is a journey, not a destination." 
 
Our participants experiences highlight the complex interplay between personal, 

psychological, and social factors in enhancing financial self-efficacy. Their stories underscore 
the importance of education, practical application, community support, and overcoming 
psychological barriers as critical components of this journey. By addressing these multifaceted 
challenges through integrated, theory-based interventions, individuals can be empowered to 
take control of their financial futures, leading to improved financial decision-making, behavior, 
and ultimately, greater financial well-being. 
 
Financial Motivation as a Driver for Debt Management 
 

Financial motivation plays a crucial role in guiding individuals through the complex 
terrain of debt management. This concept, deeply rooted in various psychological and economic 
theories, underscores the importance of intrinsic and extrinsic motivational factors in 
influencing financial behaviors, especially in the context of debt repayment and financial 
planning. Integrating theories such as Self-Determination Theory (SDT) by Deci and Ryan 
(1985), and the Theory of Planned Behavior (TPB) by Ajzen (1991), provides a nuanced 
understanding of how financial motivation operates as a dynamic force in debt management 
strategies. SDT posits that intrinsic motivation, which arises from doing an activity for its 
inherent satisfaction rather than for some separable consequence, plays a significant role in 
personal finance management. When applied to financial motivation, SDT suggests that 
individuals who find personal satisfaction in achieving financial goals, such as debt reduction, 
are more likely to be proactive in their debt management efforts. Intrinsic motivators, such as 
the sense of accomplishment from paying off a loan or the peace of mind that comes with 
financial stability, drive individuals to adhere to and succeed in their financial plans. 

Conversely, extrinsic motivation, which refers to doing something because it leads to a 
separable outcome, also influences financial behaviors. Financial incentives, social pressures, 
or the desire to improve one's credit score exemplify extrinsic motivators that can propel 
individuals toward effective debt management. However, SDT emphasizes that intrinsic 
motivation tends to be more enduring and self-sustaining, suggesting that fostering an intrinsic 
interest in financial health may lead to more persistent debt management behaviors. The TPB 
further elucidates the role of motivation in financial behavior by linking intentions to actions. 
According to TPB, an individual's attitude towards behavior, subjective norms, and perceived 
behavioral control influence their behavioral intentions and, subsequently, their actual 
behaviors. In the context of debt management, financial motivation can be understood as a 
factor that affects one’s attitude towards paying off debts. For instance, if an individual strongly 
believes in the benefits of being debt-free and perceives this outcome as valuable and desirable, 
they are more likely to be motivated to take action towards debt reduction. 

Moreover, TPB's concept of perceived behavioral control overlaps with the notion of 
financial self-efficacy, highlighting that believing in one's ability to manage and overcome debt 
is crucial for motivated financial behavior. This belief can enhance an individual’s perceived 
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control over their financial situation, making them more likely to engage in debt management 
activities. Research has consistently shown that financial motivation is a significant predictor 
of financial behavior, including savings, investment, and debt repayment practices. Studies by 
Hershey, Mowen, and Jacobs-Lawson (2003) have demonstrated that individuals with higher 
levels of financial motivation are more likely to engage in behaviors that contribute to long-
term financial security, including proactive debt management. Integrating financial education 
with strategies to enhance motivation addresses both the cognitive and emotional aspects of 
financial decision-making. Financial education programs that not only impart knowledge but 
also inspire individuals through goal setting, visualization of debt-free life, and personal success 
stories can amplify financial motivation, driving better debt management outcomes. Financial 
motivation, underpinned by theories such as SDT and TPB, plays a pivotal role in debt 
management. Understanding the interplay between intrinsic and extrinsic motivations, along 
with the influence of perceived behavioral control, provides valuable insights into designing 
interventions and strategies to enhance debt management behaviors. By fostering both the 
knowledge and the motivation to manage debts effectively, individuals can navigate the path to 
financial stability with greater confidence and success. 

Financial motivation was identified as a variable that both influences and is influenced 
by financial literacy and self-efficacy. Participants with strong financial motivations, such as 
the desire for financial independence or the aspiration to provide a certain lifestyle for their 
families, were more diligent in their financial planning and debt management efforts. This 
suggests that while financial literacy equips individuals with the knowledge to manage their 
finances and self-efficacy provides the confidence to apply this knowledge, financial motivation 
propels individuals to act. The study found a dynamic interplay between financial literacy, self-
efficacy, and financial motivation. Financial literacy served as the foundation, enhancing 
participants' self-efficacy by providing them with the knowledge and skills necessary for 
effective financial planning. In turn, increased self-efficacy boosted participants’ confidence in 
their financial decision-making, which, when coupled with strong financial motivation, led to 
more proactive and effective debt management practices. To explore the intricate dynamics of 
financial motivation in the realm of debt management, we conducted interviews with two 
Indonesian participants, Adi and Ratna, who graciously shared their personal experiences and 
insights. Their stories illuminate the practical application of theoretical concepts such as Self-
Determination Theory (SDT) and the Theory of Planned Behavior (TPB) in real-life debt 
management. 

 
Interviewer: "could you share how financial motivation has influenced your 
approach to managing debt?" 
 
"Certainly. For me, financial motivation was the driving force behind my decision 
to aggressively tackle my debt. Initially, my motivation was primarily extrinsic; I 
was driven by the desire to improve my credit score and relieve the social pressure 
of being in debt. However, as I started seeing progress, my motivation evolved. I 
began experiencing intrinsic satisfaction from each payment I made towards my 
debt. It wasn't just about improving my credit score anymore; it was about the sense 
of achievement and the peace of mind that came with each step towards financial 
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freedom." 
 
Interviewer: "How did these motivations affect your debt management strategy?" 
 
"They made all the difference. My intrinsic motivation, which aligned with SDT, 
made me more proactive and committed to my debt repayment plan. I wasn't just 
going through the motions; I was genuinely invested in the process and the 
outcomes. This shift in motivation also made me more resilient in facing financial 
challenges. Even when things got tough, my belief in the value of being debt-free 
kept me focused." 
 
Interviewer: " How has financial motivation played a role in your financial 
planning and debt management efforts?" 
 
"Financial motivation has been a key factor for me, especially in terms of setting 
and pursuing long-term financial goals. My motivation comes from a deep-seated 
desire for financial independence and the aspiration to provide a better lifestyle for 
my family. This aligns with what TPB suggests about the role of behavioral 
intentions. My attitude towards debt repayment, influenced by my financial goals, 
propelled me to take concrete actions towards debt management." 
 
Interviewer:"Can you elaborate on how your perception of your ability to manage 
debt influenced your motivation?" 
 
"Absolutely. The concept of perceived behavioral control from TPB really 
resonates with my experience. Initially, I doubted my ability to overcome my debt. 
However, as I educated myself on financial management and began to apply what 
I learned, my self-efficacy improved. This, in turn, enhanced my financial 
motivation. I started to believe that I could effectively manage and eventually 
eliminate my debt, which made me more diligent in my financial planning and debt 
repayment efforts." 
 
"How do you maintain your financial motivation?" 
 
"By celebrating small victories and constantly reminding myself of my ultimate 
financial goals. Every time I pay off a portion of my debt, I see it as a step closer to 
financial independence. I also find motivation in financial education, which not 
only provides me with the knowledge and skills I need but also inspires me through 
success stories of others who have achieved their financial goals." 

 

Their experiences highlight the complex interplay between intrinsic and extrinsic 
motivations in the context of financial behavior and debt management. Their narratives 
underscore the importance of both types of motivation in initiating and sustaining effective debt 
management practices. Furthermore, their stories illustrate how theoretical concepts from SDT 
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and TPB manifest in real-world financial behaviors, emphasizing the critical role of financial 
motivation, alongside financial literacy and self-efficacy, in navigating the path to financial 
stability and success. Through their journeys, they demonstrate that while financial literacy lays 
the groundwork and self-efficacy builds confidence, it is financial motivation that ultimately 
propels individuals to take action towards achieving their financial goals. 

 
Conclusion  
 

Crafting a comprehensive conclusion that encompasses the multifaceted discussions on 
financial self-efficacy, motivation, and the intertwining of psychological theories with practical 
financial behavior management, within the constraints provided, presents a significant 
challenge. However, a synthesized overview can highlight the critical theoretical implications 
and managerial implications derived from the exploration of these topics. 

Theoretical Implications: The discussions rooted in the psychological underpinnings of 
financial behavior, particularly through the lenses of Self-Determination Theory (SDT) and the 
Theory of Planned Behavior (TPB), offer profound theoretical implications for understanding 
personal finance management. Firstly, SDT elucidates the importance of intrinsic versus 
extrinsic motivation in driving financial behaviors, suggesting that the internalization of 
financial goals significantly impacts the persistence and effectiveness of debt management and 
savings behaviors. This insight challenges and extends traditional economic theories that often 
depict financial decision-making as purely rational processes, emphasizing the complexity of 
human motivation and its impact on financial behavior. Moreover, TPB provides a framework 
for understanding how attitudes, subjective norms, and perceived behavioral control interact to 
influence financial behaviors, including debt management and savings. The application of TPB 
in the financial domain underscores the role of self-efficacy, or perceived behavioral control, in 
financial decision-making, suggesting that individuals' beliefs in their financial management 
capabilities can significantly influence their financial actions. This theoretical exploration 
highlights the dynamic interplay between knowledge, attitudes, and self-efficacy in shaping 
financial behaviors, challenging simplistic models of financial decision-making. 

Managerial Implications: From a managerial perspective, the insights derived from the 
discussions on financial self-efficacy and motivation have significant implications for financial 
educators, advisors, and policymakers. For financial educators, the importance of fostering 
intrinsic motivation and self-efficacy among learners suggests that financial education 
programs should go beyond mere knowledge transmission. Instead, these programs should 
engage learners in meaningful ways, utilizing experiential learning, goal setting, and personal 
financial planning exercises to help internalize financial concepts and foster a sense of 
competence and autonomy in financial management. For financial advisors, the nuanced 
understanding of motivation and behavior underscores the need for a more personalized 
approach to financial counseling. Advisors should consider clients' motivational states, 
financial self-efficacy levels, and psychological barriers to financial behavior change when 
developing financial plans and recommendations. This personalized approach can enhance the 
effectiveness of financial advice, encouraging greater adherence to financial plans and 
strategies. Policymakers, on the other hand, can leverage these insights to design policies and 
interventions that promote financial well-being among the populace. Recognizing the role of 
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psychological factors in financial behavior suggests that policies aimed at improving financial 
literacy should also address motivational and self-efficacy aspects. For example, policies could 
support the integration of financial education into school curricula in ways that enhance both 
knowledge and self-efficacy. Additionally, public campaigns promoting financial health could 
focus on not only disseminating information but also inspiring confidence and motivation to 
manage finances effectively. 

In sum, the exploration of financial self-efficacy, motivation, and the application of 
psychological theories to financial behavior management reveals complex interdependencies 
between knowledge, attitudes, and behaviors. The theoretical implications of this exploration 
challenge traditional models of financial decision-making, highlighting the importance of 
psychological factors in financial behavior. Meanwhile, the managerial implications underscore 
the need for a more nuanced and personalized approach to financial education, advice, and 
policymaking that addresses the multifaceted nature of financial behavior. As individuals 
navigate the complexities of personal finance, understanding the roles of self-efficacy and 
motivation becomes paramount. By fostering a deeper understanding of these factors, financial 
educators, advisors, and policymakers can support individuals in achieving their financial goals, 
enhancing financial well-being, and ultimately, contributing to greater financial stability and 
prosperity for all. This comprehensive approach, which integrates theoretical insights with 
practical applications, offers a path forward in addressing the challenges of personal finance 
management in an increasingly complex financial world. 

 
Limitation And Future Research Agenda 

 
While this study has provided valuable insights into the roles of financial literacy, self-

efficacy, and motivation in financial planning and debt management, it also opens avenues for 
further research. Future studies could explore the longitudinal impact of financial education 
interventions on these variables over time. Additionally, research into the specific barriers to 
financial planning and debt management across different demographic groups could inform 
more targeted and inclusive financial education efforts. Another promising area of research 
involves the potential role of digital financial tools in enhancing financial literacy, self-efficacy, 
and motivation, considering the increasing digitization of financial services. This study has 
underscored the complex and interrelated roles of financial literacy, self-efficacy, and financial 
motivation in the context of financial planning and consumer debt management. By 
highlighting the importance of these factors, the findings offer valuable insights for the 
development of more effective financial education and planning interventions. As financial 
landscapes continue to evolve, ongoing research in these areas remains crucial for empowering 
individuals to navigate their financial futures confidently and competently. 
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