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ABSTRACT
This paper investigates the collective impact of financial literacy
and inclusion on individuals’ financial capability focusing on the
mediating role of financial behaviour. The research is conducted on
an individual-level survey. The relationships were examined by
using PLS-SEM. Financial capability can be improved by increasing
individuals’ financial knowledge, financial behaviour and promoting
their inclusion in financial services. Furthermore, the indirect effect
of financial knowledge and attitude on financial capability is found
to be significant, highlighting the importance of financial behav-
iour. The results assist policymakers and industry leaders in under-
standing the most influential factors on financial capability in the
context of a post-communist transition country. This enables them
to design policies and services aimed at equipping citizens with
knowledge and skills to make best use of their financial resources.
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1. Introduction

The government, continuously strive for providing a congenial environment for peo-
ple to understand the complexities of their finance, take the right financial decisions,
and plan their retirement and other financial goals wisely. To do so, people must
develop a desirable financial attitude, knowledge, and behaviour. In recent studies, it
is also brought into the notice that the intention of promoting financial literacy and
all the related efforts through regulations, policies, plans, and business practices must
cause helping individuals to enhance their financial capabilities (Hira, 2012). It is
readily noted that financial literacy is a widely used terminology (Bongini et al., 2018;
Hensley, 2015), but recently, a new notion has been getting buzz, i.e. financial cap-
ability (Hira, 2012). This is supported by the OECD (2015) report which shows that
Europeans often lack financial awareness and skills. Recently, emerging studies
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highlighting the increasing comparison between financial literacy and financial cap-
ability, and financial capability is becoming a wider notion than financial literacy
(Johnson & Sherraden, 2007). A recent focus is turning attention towards financial
capability measurement. There is scope to expand related studies to compare and
establish the rationale behind financial capability advent (Kempson et al., 2013;
Luukkanen & Uusitalo, 2019; Santini et al., 2019).

The present paper has adopted only such definition out of many where financial
literacy is inclusive of financial attitude, financial knowledge, and financial behaviour
as this concept is widely used in the collected works (Huston, 2010). Financial literacy
is people’s capability to process economic facts and figures so they can make cogni-
zant decisions about financial planning, wealth build-up, annuities, and debt manage-
ment (Lusardi & Mitchell, 2014). A report from OECD (2013) defines financial
literacy as a mixture of skill, behaviour, awareness, attitude, and knowledge, which
are essential for sound financial decisions making for an individual to achieve the
state of financial well-being. Many scholars and experts stated that financial literacy is
inclusive of the three components: financial attitude, financial knowledge, and finan-
cial behaviour (Atkinson & Messy, 2012; Garg & Singh, 2018; Huston, 2010; Potrich
et al., 2015; Santini et al., 2019). Thus, the above expositions expressed that financial
literacy covered three broad concepts: financial attitude, financial knowledge, and
financial behaviour.

The question is how financial literacy is related to financial capability. The finan-
cial capability concept was introduced in 2006 (Atkinson et al., 2006). Few experts
advocated that financial literacy is a helpful but not a sufficient idea. Financial literacy
is about the ability to act but cannot include the opportunity to act (Despard &
Chowa, 2014; Johnson & Sherraden, 2007). In recent years, the significance of pro-
moting financial capability has been on the rise (Loke et al., 2015; Luukkanen &
Uusitalo, 2019). Financial literacy includes the ability to act, and financial inclusion
means the opportunity to act, and both together develop financial capability
(Sherraden, 2013). Financial capability has been introduced to broaden the concept
compared to the thin idea of financial literacy (Kempson et al., 2013), comprising
both ability and opportunity. If an individual gains skills and knowledge but does not
use or apply it in practical decision making, it is termed as incapable (Piotrowska,
2019; Vlaev & Elliott, 2017). Financially capable people must have both the ability
and the opportunity to improve their financial well-being by making prudent finan-
cial decisions and actions. Here financial literacy fails as it does not cover the external
factor i.e. financial inclusion and, it is the major component for financial capability
(Johnson & Sherraden, 2007; Sherraden, 2013). Financial capability covers both the
components, financial literacy plus external opportunity through financial inclusion.
Thus, financial capability comprises knowledge development and access to financial
services (Loke et al., 2015). In recent times, policymakers have been making stronger
calls to increase financial capacity (Batty et al., 2015).

Scholars have found that financial knowledge affects financial management per-
formances and behaviours, and higher financial knowledge able consumers have bet-
ter financial behaviour (Hilgert et al., 2003; Mitchell & Lusardi, 2011; Nguyen &
Rozsa, 2019). On the other side, it was also found that money attitudes and its usage
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differs as per the consumers’ financial goals (Shih & Ke, 2014) and attitudes towards
money management effect financial behaviour (Henchoz et al., 2019). Another study
stated that the most people who have comparatively higher knowledge and attitude
reflect better in behaviour (Fessler et al., 2019). The financial literacy and financial
inclusion aim is to improve financial capability of youth (Despard & Chowa, 2014),
and not only the ability to act but the opportunity to act together affects financial
capability (Johnson & Sherraden, 2007). Several studies found that financial attitude
and knowledge are the antecedents of financial behaviour (Hayhoe et al., 2005;
Potrich et al., 2016; Yong et al., 2018) and financial capability is the descendent of
financial behaviour as improved behaviours boost financial capability (Batty et al.,
2015). Considering all the above-discussed literature reveals that financial behaviour
plays a significant mediating role with the two mentioned variables, the same is the
reason for considering financial behaviour as a core element of the conceptual frame-
work. This is the driving motivation to conduct the current study. Hence, the object-
ive of the paper is to answer three research questions: (1) Do financial attitude and
knowledge directly influence financial behaviour in the context of a post-communist
transition country? (2) Do financial literacy dimensions and financial inclusion dir-
ectly influence financial capability? (3) Does financial behaviour mediates the influen-
ces of financial attitude and financial knowledge on financial capability?

Economic, social and political reforms started flooding since, the early 1990s in
Albanian and changing the whole picture of the financial market, consumers, prod-
ucts, and services constantly. Considering the dual aim of the Albanian government,
first is to improve people financial education to boost financial market development
and growth and second, aligning the country’s financial system and the level of finan-
cial literacy to become the member of European Union, as these are pre-requisite to
joining the European Union (European Commission, 2016). To the best of the
authors’ knowledge, no study has covered, specifically, relationships between financial
attitude, financial knowledge, and financial capability with financial behaviour as a
mediator. Outcomes of the study are likely to help policymakers to develop financial
education programs to improve the behaviour of individuals to enhance financial cap-
ability for their well-being. Thus, the originality of the current research focuses on:
(1) Direct and indirect effect of financial attitude and financial knowledge on finan-
cial capability; (2) analysing the mediating role of financial behaviour in the frame-
work of financial capability, and (3) the direct impact of financial inclusion on
financial capability. This research seeks to address the above-mentioned research
gaps. The present paper examines how identified factors influence the individuals’
financial capability and the mediating role of financial behaviour at individual levels.

2. Theoretical background and hypotheses

The current study retrieved the support from three perspectives: Sen’s (1993) capabil-
ity theory, Bandura’s (1977) self-efficacy theory, and Berzonsky’s (1989) identity proc-
essing style. The capability approach contains functioning and capabilities at the
individual level. Functioning is about what individuals do (e.g. making prudent finan-
cial decisions) and what they are (e.g. are they financially literate?). Individuals’
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financial literacy is grounded in these functioning. The capability is a derivative con-
cept and reflects the various functioning an individual might achieve and it involves
the individuals’ choice. So, capabilities are about the set of choices an individual
makes to achieve a set goal to be a financially capable individual (Clark, 2005). The
focus of the current study advocates financial capability, as it is a state of being finan-
cially capable to protect individuals from current and future financial instability to
acquire financial freedom. Bandura’s (1977) self-efficacy theory refers to individuals’
assessment of their capacity to attain the desired financial behaviour and to achieve
financial capability through financial knowledge, financial attitude, and financial
inclusion (Danes & Haberman, 2007). This study will also relate to the identity devel-
opment process (Berzonsky, 1989). In context of current study, the financial identifi-
cation development process includes financial attitude, knowledge, and behaviour
within the framework of financial capability (Shim et al., 2013).

Financial behaviour is a key element of financial literacy (Atkinson & Messy, 2012;
Lusardi & Mitchell, 2014; Potrich et al., 2015; Shkvarchuk & Slav’yuk, 2019), and
financial attitude precedes financial behaviour (Potrich et al., 2016; Yong et al., 2018).
It was found that an attitude is a crucial term to comprehend behaviour (Ajzen,
1991). Various studies have explored that FAs play a significant role in shaping a per-
son’s financial behaviour (Serido et al., 2013; Shih & Ke, 2014). Moreover, attitudes
have a substantial influence on financial decision making also, as financial attitudes
are significantly related to financial management behaviour (Yap et al., 2018). It was
also found that attitudes and behaviours are related to each other (Joo & Grable,
2004), and attitude envisages behaviour (Sample & Warland, 1973). Financial atti-
tudes are established through economic and non-economic beliefs held by an individ-
ual on the results of certain behaviour and it is a vital factor in the individual
decision-making process (Ajzen, 1991; Potrich et al., 2015). Thus,

H1: Financial attitude positively affects financial behaviour.

Financial knowledge denotes the basic understanding of financial concepts
(Huston, 2010) as financial knowledge helps individuals to manage their financial
challenges in better ways to ensure their financial stability and growth (Hilgert et al.,
2003). Financial knowledge is associated with financial behaviour (Civelek et al.,
2019; Kalmi, 2018; Moreland, 2018) both for the long term and short term (K. T.
Kim et al., 2019) because people with the high level of education and study related to
business have a positive relationship with the probability of regular personal saving
(Bel�as et al., 2016; Nguyen et al., 2017). Another study showed that financial know-
ledge impacts borrowing, saving, and investment, all those similar kinds of financial
decisions and behaviour (Lusardi & Mitchell, 2014). This reveals that higher financial
knowledge leads to improved retirement planning and investments in financial prod-
ucts successfully as well (Mitchell & Lusardi, 2011; Robb & Woodyard, 2011). Also,
evidence showed a strong link between an individual’s financial knowledge and finan-
cial practices, it enables them to schedule their payment obligations, keeping funds
for emergencies, making prudent investment and setting financial goals (Chu et al.,
2017). The above arguments lead to:

H2: Individuals’ financial behaviour is positively influenced by financial knowledge.
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Financial behaviour is a very important factor that shapes financial capability
(Potocki & Cierpiał-Wolan, 2019; Xiao, Chen, et al., 2014). Higher financial capability
is associated with favourable and less risky financial behaviours. financial capability
has both individual and structural elements that combine the individual’s ability to
act and the opportunity to act, i.e. financial inclusion (Johnson & Sherraden, 2007).
Financial capability can be measured through financial behaviours (Mitchell &
Lusardi, 2011), and it is also stated that financial behaviour is one of the important
factors of financial capability (Xiao, Chen, et al., 2014). Financial capability refers to
the application of financial knowledge underpinned by desirable financial behaviours
to attain financial well-being (Potocki & Cierpiał-Wolan, 2019; Xiao, Chen, et al.,
2014). Hence, a new hypothesis is proposed as:

H3: Financial behaviour positively affects financial capability.

Attitude expresses implicit beliefs that can affect behavioural intents (Ajzen, 1991).
In the financial context, attitude can be elucidated as an opinion and a mind-set
about how an individual manages financial affairs and make financial decisions
(Arifin, 2018). Attitude is about confidence to take suitable financial decisions, and it
influences an individual’s financial capability (Shim et al., 2013). Improved attitudes
boost financial capability (Batty et al., 2015). If a person can make sound financial
decisions, it can be termed as financially capable. Considering the above discussion,
the following hypothesis can be formulated:

H4: Individuals’ financial capability is positively influenced by financial attitude.

Attitude precedes individuals’ behaviour (Ajzen, 1991; Yong et al., 2018).
Numerous studies indicated that attitude reflects prognostic relations with behaviour
(Hira, 2012), show a direct and positive relationship. On the other side, financial
behaviour impacts financial capability. financial behaviour is one of the most signifi-
cant factors that shape the level of financial capability (Potocki & Cierpiał-Wolan,
2019; Xiao, Chen, et al., 2014). As financial behaviour succeeds financial attitude and
precedes financial capability, therefore financial behaviour falls between financial atti-
tude and financial capability. It highlights that attitude results in behaviour and
behaviour results capability; therefore, financial behaviour has a mediator role
between attitude and capability. Thus, to address this gap in the research literature,
the following hypothesis has been framed:

H4a: The effect of financial attitude on financial capability is mediated by
financial behaviour.

Financial knowledge is explained as an individual’s understanding of micro, mac-
roeconomics, and personal finance (Atlas et al., 2019; Rothwell et al., 2016). A per-
son’s knowledge of financial markets and systems is an essential component of
financial capability (Lusardi & Mitchell, 2014). As mentioned earlier, financial know-
ledge is one of the major components of financial literacy, which has to be studied
individually to bring out specific effects of financial knowledge on financial capability
(Rothwell et al., 2016), because the focus has shifted towards financial capability
among consumers (Atkinson et al., 2006). Learning financial concepts are associated
with improved attitudes and behaviours, and if they persist, it may result in enhanced

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 1269



financial capability (Batty et al., 2015). Individuals who possess less education, are
more likely to showcase behaviours correlated with low financial capability, therefore
increasing financial knowledge is the base for improving financial capability.
Financial knowledge positively impacts future financial capability, but currently does
not have enough support in the literature (Batty et al., 2015) and this is the new
insight to look into. Thus, another relationship to test is:

H5: Financial knowledge positively affects financial capability.

It is assumed that financial knowledge’s effect on financial capability is not only
direct but also indirect via financial behaviour. Scholars have asserted that higher
financial knowledge is a way to promote better financial behaviours (Hilgert et al.,
2003; Hira, 2012; Huston, 2010; Potrich et al., 2016). Lesser financial knowledge has
higher chances of experiencing problems in debt management (Lusardi & Tufano,
2015), and higher financial knowledge is more likely to hold emergency savings com-
pared to those with lower levels of financial knowledge (Babiarz & Robb, 2014).
Higher knowledge results in better financial behaviour which in return can enhance
higher financial capability and control, with higher capability an individual can plan
financial commitments, better financial planning and cash flows in much better ways.
As mentioned earlier, financial behaviour is a core element that shapes the level of
financial capability (Potocki & Cierpiał-Wolan, 2019), and financial knowledge pre-
cedes financial behaviour (Hayhoe et al., 2005; Potrich et al., 2016; Yong et al., 2018).
Learning financial topics can improve attitudes and behaviours, and in the long run,
it can enhance financial capability (Batty et al., 2015). Consequently, financial behav-
iour succeeds financial knowledge and precedes financial capability, so financial
behaviour falls between financial knowledge and financial capability. Hence, a gap
has been identified regarding the mediate role of financial behaviour on the relation-
ship between financial knowledge and financial capability. Thus, a new hypothesis
can be formulated:

H5a: The effect of financial knowledge on financial capability is mediated by
financial behaviour.

Financial capability is also about the opportunity to act, referred to as financial
inclusion (external capabilities) (Johnson & Sherraden, 2007; Sherraden, 2013).
According to OECD (2013), financial inclusion is about awareness, availability, and
the accessibility of financial products and services, therefore ensuring that an individ-
ual can reach to financial services and products easily. Low levels of financial inclu-
sion are about failing to access and avail financial services that restrict people’s saving
their money properly, efficient planning for cost-effective borrowing, and to safeguard
themselves and their families from basic calamities of hunger, crime, and natural dis-
aster (GPFI., 2010). Therefore, financial inclusion enhancement is required, and it
can cause financial capability building (ACCION, 2019). Timely, accessible, cost-
effective, financially attractive, easy to use, safe & secure, and reliable financial prod-
ucts & services lead to financial inclusion (Aprea et al., 2016; Nizam et al., 2020;
Sherraden, 2013). Another study stressed external factors (i.e., access to and use of
services and products) concerning financial capability improvement and stated finan-
cial inclusion is an important point to be taken care of, for financial capability
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development (Chowa et al., 2014). Increased financial inclusion expands individuals’
ability to invest and protect from risk, and financial inclusion, is strongly and posi-
tively associated with an individual’s savings as access to bank accounts is related to
financial inclusion (Kempson et al., 2013), ultimately enhanced saving increases indi-
viduals financial safety. The capability approach is also about the external environ-
ment, within that, an individual has to operate, related to the other
environments. Thus,

H6: Financial inclusion positively affects financial capability.

Proposed hypotheses are clearly illustrated in the theoretical model (see Figure 1).

3. Methods

3.1. Sample

To test the hypotheses in the proposed theoretical model, a questionnaire was initially
developed based on the literature review and then its contents were revised by three aca-
demics. This technique of data collection is widely used by scholars (Friedline & West,
2016; Potrich et al., 2016; Xiao & O’Neill, 2016). The questionnaire was composed of
two main sections: general information about the respondent, and indicators for the five
constructs of the proposed model. It was designed based on the questionnaire of
National Financial Capability Study (NFCS) (FINRA., 2012). To ensure consistency, a
pilot test was administrated with 40 adult individuals. The data collection phase took
place in June 2019 in Albania. The stratified sampling method was applied in approach-
ing the respondents. Hence, the sample was designed based on the population distribu-
tion considering age categories, gender and regions. To approach the respondents the
university Alumni database was used. It was asked each alumni to give the contact of
one of their relatives who recently had his/her birthday. Then, this list of people were
contacted following the above quotas. Finally, 280 individuals filled in the questionnaire
(face-to-face). After cleaning the data, the final sample reached 200 valid records, satisfy-
ing the minimum sample size’s requirement (Bagozzi & Yi, 2012).

Figure 1. Theoretical model.

ECONOMIC RESEARCH-EKONOMSKA ISTRAŽIVANJA 1271



The research was conducted in Albania for several reasons. Firstly, as in other post-
communist countries, in Albania was noted a lack of knowledge about how to behave in a
market-oriented economy, which was a consequence of the practice of a central economy
(Ramadani & Dana, 2013). Financial markets did not exist and individuals possessed low
level of financial knowledge. Therefore, the level of financial literacy is low in Balkan coun-
tries as in Albania (Klapper et al., 2015). Secondly, not least because Albania is a transition
economy that is aiming to join the European Union, it is putting efforts in establishing
strong institutional environment and economic development. Individuals should be
equipped with adequate level of financial literacy to enable them to deal with new chal-
lenges, as people in advanced economies do. In addition, in recent years, there has been
an increased awareness in financial literacy, this was the result of concerted efforts and
campaigns by the Central Bank of Albania to raise the level of financial literacy in the
country (Ceca et al., 2014). Table 1 shows the final sample profile of the respondents.

3.2. Analyses

To test the relationships proposed in the theoretical model, partial least squares structural
equation modelling (PLS-SEM) was employed (Hair et al., 2017). PLS-SEM was used
because constructs were not normally distributed and this study requires latent variable
scores for follow-up analyses (Hair et al., 2019). All latent variables in the current study
were the results of reflective indicators. PLS-SEM was executed through SmartPLS 3.0
(Ringle et al., 2015), using the bootstrap procedure with 5000 iterations of resampling.

Harman’s single factor test and questionnaire design were chosen as the two suit-
able methods for the current study because the dependent and independent variables
cannot be kept from different sources (Podsakoff et al., 2003). Hence, the title for
each section of items was not provided in the questionnaire. Furthermore, according
to Harman’s single-factor test, a significant level of common method variance exists
when a single factor emerges or the first capture the most of the variance (50%)
(Podsakoff et al., 2003). Based on principal axis factoring, 33.31% of the total variance
was explained by this single factor. Consequently, these results indicated that com-
mon method variance is not an issue in this research.

Table 1. Sample profile.
Category Sub-category Percent

Gender Female 59
Male 41

Material status Single 55.5
Married 38
Divorced 1
Other 5.5

Employment Non-active labour 33.5
Self-employed 14
Employed in private sector 34.5
Employed in public sector 15.5
Other 2.5

Region Capital city 40
North 26
Central 21.5
South 12.5

Source: Own elaboration
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3.3. Variables

All constructs were measured as self-reported and they are summarised in Table 2. Each
of the proposed constructs’ items was answered on a five-point Likert-type scale.

Based on the analysis (see Table 2), financial attitude, financial knowledge, and
financial behaviour demonstrated a reasonable reliability as the values of Cronbach’s
alpha and composite reliability were between 0.70 and 0.95. These statistics for finan-
cial capability and financial inclusion satisfied the criteria applied in exploratory
research (Hair et al., 2019), thus the factor model is correct. Moreover, constructs
showed sufficient convergent validity since they explained more than half of their
indicators’ variance investigated by AVE values. Additionally, the VIF values were
below the conservative threshold of signalling collinearity. Finally, all the Heterotrait-
Monotrait coefficients (Henseler et al., 2015) were below 0.85, indicating that all con-
structs were distinct one from another. Therefore, it was concluded that the discrim-
inant validity is established for this research.

4. Results

Ensuring that no violation of PLS-SEM assumptions has occurred, lead to next step of
the analysis which is the investigation of structural model. The model explains 34.9% of
the variation in financial behaviour and 30.4% in financial capability. The retrieved

Table 2. Measurement model.
Items per each construct IL

Financial capability (CA ¼ 0.69, CR ¼ 0.83, AVE ¼ 0.62) Source: NFCS (FINRA, 2012)
I can arrange at least USD 1000 if an unexpected needs arose within the next month 0.811
I have enough funds to survive for three months without regular earnings 0.714
I am good at dealing with day-to-day financial matters, such as checking accounts, credit and debit

cards and tracking expenses
0.822

Financial attitude (CA ¼ 0.86, CR ¼ 0.91, AVE ¼ 0.71) Source: Atkinson and Messy (2012)
It is important to set goals for the future 0.834
I pay my bills on time 0.829
I keep a close personal watch on my financial affairs 0.905
I am prepared to risk some of my own money when saving or making an investment 0.794
Financial knowledge (CA ¼ 0.76, CR ¼ 0.84, AVE ¼ 0.52) Source: Robb and Woodyard (2011)
and Perry and Morris (2005)
I understand the cost of buying on credit 0.684
I am pretty good at calculation like profit and loss, percentage etc. 0.715
An investment with a high return is likely to be highly risky 0.777
High inflation means that the cost of living is increasing rapidly 0.690
If price goes up rapidly, the money people have in saving accounts could lose much of its value 0.720
Financial behaviour (CA ¼ 0.81, CR ¼ 0.87, AVE ¼ 0.57) Source: Joo and Grable (2000) and Potrich et al., (2016)
I establish financial targets for the long-term that influence the managing of my expenses 0.700
I follow a weekly or monthly plan for expenses 0.752
I compare prices when buying something 0.768
I analyse my financial situation before a big purchase 0.776
I have plans to achieve my financial goals (retirements, savings, investments etc.) 0.782
Financial inclusion (CA ¼ 0.67, CR ¼ 0.86, AVE ¼ 0.75) Source: Zins and Weill (2016)
I lack enough documentation to have a bank accounta 0.908
I do not need financial servicesa 0.820

Note: CA, Cronbach’s alpha; CR, composite reliability; AVE, average variance extracted; IL, item loading; a,
reverse order.
Source: Own elaboration.
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results from the model are shown in Table 3. No problems with multicollinearity was
detected, since the VIF values of the latent variables were reported nicely below the con-
servative threshold of 3 (Hair et al., 2019). Based on the theoretical framework, financial
behaviour is determined by financial attitude and financial knowledge. Indeed, it was
found that financial behaviour is positively impacted by financial attitude (b¼ 0.426,
p< 0.001) and financial knowledge (b¼ 0.248, p< 0.01). Considering Cohen’s (Cohen,
1988) benchmarks, the size of the effects on financial behaviour were moderate from
financial attitude(f2 ¼ 0.209) and small from financial knowledge (f2 ¼ 0.071). Thus, suf-
ficient evidence has been identified to support H1 and H2. Regarding the determinants
of financial capability, results revealed that financial capability is positively affected by
financial behaviour with a moderate effect (b¼ 0.289, p< 0.001, f2 ¼ 0.077), financial
knowledge with a small effect (b¼ 0.192, p< 0.01, f2 ¼ 0.037) and financial inclusion
with small effect (b¼ 0.201, p< 0.01, f2 ¼ 0.05). Therefore, substantial evidence were
found to support H3, H5 and H6.

The direct influence of financial attitude on financial capability was reported
insignificant (b¼ 0.056, p> 0.10) (see Table 3). However, its indirect effect on
financial capability through financial behaviour was statistically significant
(b¼ 0.123, p< 0.01). Moreover, the total effect of financial attitude on financial cap-
ability was significant (b¼ 0.179, t¼ 2.065, p< 0.05). So, in case of financial atti-
tude, mediation effect existed, but no direct effect, which is called as indirect-only
mediation (Zhao et al., 2010), representing the best-case situation as it shows that
our mediator fully complies with the hypothesized theoretical framework.
Therefore, evidence supported H4a, as it asserted that the relationship between
financial attitude and financial capability is statistically mediated by financial behav-
iour. Referring to the indirect effect of financial knowledge on financial capability,
data analysis revealed a positive and significant mediation (b¼ 0.072, p< 0.05).
Even the total effect was statistically significant (b¼ 0.264, t¼ 3.625, p< 0.001).
According to Zhao et al. (Zhao et al., 2010), this situation is called complementary
mediation, as mediated and direct effects both exist and point at the same direction.
Taking all together, evidence provided support for the hypothesized mediating rela-
tionship. So, the impact of financial knowledge on financial capability was statistic-
ally mediated by financial behaviour supporting H5b.

Table 3. Hypotheses testing.
Hypothesis Path b t p f2

Direct effect
H1 FA!FB 0.426 5.038 0.000 0.209
H2 FK!FB 0.248 3.057 0.002 0.071
H3 FB!FC 0.289 3.389 0.001 0.077
H4 FA!FC 0.056 0.632 0.528 0.003
H5 FK!FC 0.192 2.650 0.008 0.037
H6 FI!FC 0.201 2.651 0.008 0.050
Indirect effect
H4a FA!FB!FC 0.123 3.008 0.003
H5a FK!FB!FC 0.072 2.134 0.033

Note: FA, financial attitude; FK, financial knowledge; FB, financial behaviour; FI, financial inclusion; FC, financial cap-
ability. b, standardized coefficient. The f2 scores denote Cohen’s (1988) effect sizes.
Source: Own elaboration.

1274 G. ÇERA ET AL.



5. Discussion

The findings of the current study are discussed in the following paragraphs. Firstly,
the study confirms that financial attitude and financial knowledge are important driv-
ers for enhancing individuals’ financial behaviour. Therefore, there is a coherent mes-
sage here for the government, education institutions and the financial industry
leaders to set relevant policies and curriculum development which aim to increase the
level of individuals’ financial knowledge and awareness. The financial knowledge may
lead to an improvement in their financial behaviour and therefore, financial capabil-
ity. The current research findings show that appropriate financial attitude and finan-
cial knowledge are critical for achieving better levels in individuals’ financial
behaviour even in the context of a post-communist transition country like Albania.
These findings are consistent with prior research (Fessler et al., 2019; Garg & Singh,
2018; Potrich et al., 2016). The present finding is a further addition to the existing lit-
erature. It reveals a positive linkage between financial knowledge and financial behav-
iour and is parallel with previous studies, for example financial knowledge is
positively associated with better returns from a mutual fund holding (Chu et al.,
2017) indicating better financial decision-making behaviour. Other studies also sup-
port the same finding that financial knowledge has a positive connection with both
short-term and long-term financial behaviour (K. T. Kim et al., 2019). Similarly, the
positive association between financial attitude and financial behaviour also matches
with the results of other studies emphasising that financial attitude is a significant
influencing factor on financial behaviour (Yap et al., 2018).

Secondly, it was found that financial capability can be improved by enhancing
individuals’ financial knowledge, financial behaviour, and financial inclusion.
However, the effect of financial attitude on financial capability was insignificant. This
could be due to the following reasons. First, conceptually, there is a difference
between financial attitude and financial capability. Having a certain level of attitude
towards money does not necessarily mean that it should be reflected in the ability
and opportunity to act (financial capability), as a prior study demonstrated (Çera
et al., 2019; von Stumm et al., 2013). Second, the findings should be discussed con-
cerning the context where the research took place. The Albanians are introduced rela-
tively late to the free market principles since Albania was a communist country (Çera
& Tuzi, 2019). Furthermore, more could be achieved in equipping citizens with
adequate financial knowledge, as the percentage of the population, aged 15þ holding
a specific product (e.g. account at a financial institution) is among the lowest in
Europe (OECD, 2016). In addition, another study, which investigates the influence of
financial components and technology usage on online purchasing in a data set of 600
respondents from Albania, reported an insignificant effect of financial attitude on the
decision to purchase online (Çera et al., 2020). This seems logical as online shopping
is part of digital financial inclusion (Hasan et al., 2020). It eventually falls within
financial inclusion which is an integral part of financial capability. Participating in
online purchasing activity is a component of financial capability. This connection
gives credibility to the present findings. Thus, the Albanians’ ability and opportunity
to act regarding financial matters are not at adequate levels. Along with financial
knowledge, improving financial inclusion is likely to be a positive factor for building
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Albanian financial capability. Since the present study shows a positive impact of
financial inclusion on financial capability, it is consistent with prior studies. It high-
lights the role of financial inclusion as a crucial factor in the context of an external
opportunity for financial capability building (Huang et al., 2013; Johnson &
Sherraden, 2007; Sherraden et al., 2015).

Thirdly, findings confirm the critical mediating role of financial behaviour in the
influences of financial attitude and financial knowledge on financial capability. To the
best of the authors’ knowledge, this is the first study in which such effects have been
investigated. Specifically, although the influence of financial attitude on financial cap-
ability was insignificant, substantial evidence from this study was found to support the
mediating effect of financial behaviour on this relationship. As Vlaev and Elliott
(2017) asserted, a person that does not use or apply financial attitude and financial
knowledge in practical decision making is incapable. To avoid this situation, this paper
found that financial behaviour can help in this regard. As a result, financial behaviour
is not just crucial in improving financial capability, but also in governing the effects of
financial attitude and financial knowledge toward financial capability. The overall
results of the present study addressed the identified gap in recent studies and support
the direct and indirect empirical findings such as, for example, financial concepts
learning improves financial attitudes and behaviors. It may result in enhanced finan-
cial capability in the long run (Batty et al., 2015). This highlights the role of financial
knowledge via financial behaviour on individuals’ financial capability, which is in line
with the present study outcomes. Furthermore, another study shows that the persons’
financial capability can be assessed through financial behaviour (Mitchell & Lusardi,
2011). Similarly, the current study found a positive association between the two. The
core findings of this study established that financial behaviour has a significant impact
on the financial capability of individuals. This agrees with other studies which indi-
cated that financial behaviour is an essential factor to determine a person’s financial
capability (Potocki & Cierpiał-Wolan, 2019; Xiao, Chen, et al., 2014).

These findings are important especially in the context of a post-communist coun-
try like Albania because data showed that upgrading individuals’ financial attitude
and financial knowledge lead to higher levels in financial behaviour (e.g. money man-
agement, establishing financial targets for the long-term, adopting a weekly or
monthly plan for expenses etc.), which in turn positively influences financial capabil-
ity. In short, the study brings out the importance of financial behaviour as a mediator
and it achieves its intended objectives. It is important that these findings are brought
to the attention of policymakers and social workers in order to develop policies and
training programmes aimed at developing and enhancing individuals’ financial know-
ledge which should lead to improved financial attitude. It also recommends further
investigation concerning financial attitude with a larger sample and comparison
under different economic scenarios.

6. Conclusions

This research has several useful contributions. Firstly, by highlighting the application
of three perspectives (capability theory, self-efficacy theory, and identity processing
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style), this work explores the mediation role of financial behaviour on the influence
of financial literacy components collectively, such as financial attitude and financial
knowledge, on financial capability. To the best of the authors’ knowledge, prior stud-
ies have been focused only on direct relationships between financial literacy compo-
nents and financial capability. Our findings complement the accumulated knowledge
in this field and shed further light on the relationships between financial literacy
components and financial capability by demonstrating that these linkages are primar-
ily mediated by financial behaviour. Consequently, by employing the mediation
model, this research recommends a more comprehensive framework for examining
the linkages between financial literacy components and financial capability by identi-
fying the importance of the mediating role of financial behaviour.

Secondly, substantial evidence was provided that financial attitude and financial
knowledge positively influence financial behaviour even in case of a post-communist
transition country like Albania, which is consistent to prior studies administrated in
developed countries (i.e. Fessler et al., 2019). Thus, the importance of financial know-
ledge and attitude in improving individuals’ financial behaviour is crucial not only
for advanced economies, but for developing countries, as well. Hence, what matters is
the level of financial literacy in the two categories of countries, and not the impact of
financial knowledge and financial attitude on financial behaviour. This is supported
by an international report (Klapper et al., 2015) and the same issue is noted regarding
financial inclusion. In post-communist transition countries like the Balkans or
Caucasians, the proportion of the population aged 15þ holding a specific financial
product is very low when compared to developed countries (OECD, 2016).

This study provides useful insights for policymakers. By having a clear idea how to
increase financial capability, policymakers can design policies to achieve better results
in equipping citizens with adequate financial literacy and capability that are needed
in contemporary society (Çera et al., 2020). In this regard, the triple helix model (Y.
Kim et al., 2012) can be a useful way of increasing individuals’ financial literacy and
financial capability levels. According to this model the way how government, educa-
tional institutions, and industry align their policies and strategies can encourage indi-
viduals to engage in start-ups. This principle can be applied even in the case of
financial capability. For instance, banks in some European countries have developed
partnerships with local educational institutions by introducing initiatives based on the
online management and virtual portfolio of securities. By doing so, young individuals
can learn and develop understanding of financial products and markets and experi-
ence investing in securities (OECD, 2016). Indeed, similar to Bank of Italy, Bank of
Albania has introduced a special program dealing with financial literacy. We recom-
mended that this program is extended to cover other institutions and industries as
well, and to cover all age-groups of the population. In this regard, Albania could fol-
low the best practices in other European countries.

There are some limitations in the research. Firstly, the data was collected by asking
individuals to self-report their opinion on selected indicators. Thus, their responses
were subject to recall (Xiao, Ahn, et al., 2014). The use of financial diaries as a tool to
collect data and information is believed to overcome this limitation (Potocki &
Cierpiał-Wolan, 2019). Secondly, this paper covers only one country and this limits its
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findings’ generalisation to other countries. Nevertheless, the replication of the concep-
tual framework used by this paper, can contribute to overcoming these limitations.
Additionally, in the current research, financial inclusion was measured by two indica-
tors which limit retrieved findings. Therefore, the development of a financial inclusion
scale in a way to capture a wider range of indicators is needed. This can be considered
by scholars in further research. From a marketing’s point of view, there is a need to
investigate the role of financial capability in the individuals’ decision to purchase,
including online channels. It is believed that the higher the level of the individuals’
financial capability, the more likely their involvement in online shopping will be.
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Çera, G., Phan, Q. P. T., Androniceanu, A., & Çera, E. (2020). Financial capability and tech-
nology implications for online shopping. EþM Ekonomie a Management, 23(2), 156–172.
https://doi.org/10.15240/tul/001/2020-2-011
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