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ARTICLE HISTORY ABSTRACT
This research examines the role of financial knowledge and self-efficacy in
October 02, 2025 shaping financial well-being, with digital financial inclusion tested as a
November 18, 2025 mediating factor. Survey data were collected from 407 Indonesian respondents
November 26, 2025 and analyzed using Partial Least Squares Structural Equation Modeling (PLS-
SEM). The results indicate that both financial knowledge and self-efficacy
DOI significantly influence digital financial inclusion. Digital financial inclusion, in
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turn, positively affects financial well-being. Self-efficacy also directly improves
financial well-being, whereas financial knowledge shows no direct impact.
Instead, financial knowledge indirectly contributes to financial well-being
through digital financial inclusion, underscoring the mediating role of digital
access. This study adds to the financial behavior literature by highlighting digital
financial inclusion as a crucial channel that converts capability into improved
outcomes, and by showing that self-efficacy plays a stronger role than
knowledge alone. The findings suggest that policies and programs should go
beyond literacy campaigns to also strengthen financial confidence and digital
readiness, particularly among younger groups and vulnerable communities. The
study is limited by its reliance on self-reported, cross-sectional data and its focus
on the Indonesian context, which may constrain causal inference and limit the
generalizability of the results.

Financial Well-being, Financial Knowledge, Self-Efficacy, Digital Financial
Inclusion.
G53,G41,016

In recent years, financial well-being has gained increasing attention among policymakers and
researchers. It is now recognized not only as an economic outcome but also as a broader indicator of quality
of life. International organizations, such as the OECD, have emphasized that financial well-being should be a
central goal of financial inclusion, financial education, and consumer protection initiatives (OECD, 2024). At its
core, financial well-being reflects how individuals perceive their financial security, their ability to meet
ongoing commitments, and their confidence in achieving longer-term financial goals (Radiman et al., 2025).
Financial well-being refers to individuals or families having adequate financial resources to meet their needs

@ @ @ 2025. The Author(s). This open-access article is distributed under a Creative Commons Attribution Page | 1
N ] (CC-BY-SA) 4.0 license.



N

VOLUME 6, ISSUE. 1 (2026)
Website: https://goldenratio.id/index.php/grfm ISSN [Online]: 2776-6780

and feel secure and satisfied with their financial situation (Fitrianingsih & Mardiana, 2025). The academic
debate on the determinants of financial well-being has produced mixed evidence. Financial knowledge is
widely considered a fundamental prerequisite for sound financial behavior. Individuals with higher
knowledge are expected to make more informed financial choices and avoid costly mistakes (Lusardi &
Mitchell, 2014). It also provides the theoretical foundation for understanding key economic concepts such as
budgeting, saving, and investing, which in turn enable individuals to adopt healthier financial behaviors (Cera
etal., 2021; Nogueira et al., 2025). Among personal traits, financial knowledge has consistently been identified
as one of the most important determinants of financial behavior (Santoso et al., 2024; Swiecka et al., 2021).
However, evidence also suggests that knowledge alone is insufficient for enhancing financial well-being (Lee
et al, 2020; Sangeeta et al, 2022), suggesting that cognitive understanding must be supported by
psychological factors.

To address this gap, scholars have turned to psychological resources such as financial self-efficacy.
Rooted in social cognitive theory, self-efficacy refers to one’s belief in their ability to perform tasks successfully
(Bandura, 1991). In a financial context, individuals with higher financial self-efficacy are more confident in
managing money, which enables them to translate knowledge into effective financial actions. Recent
evidence shows that financial self-efficacy not only promotes desirable financial behaviors but also
contributes to positive financial outcomes (Mathew et al., 2024). Nevertheless, how self-efficacy interacts with
structural factors such as financial access remains underexplored, particularly in emerging economies.
Indonesia provides a particularly relevant setting to explore this issue. The Financial Services Authority (OJK)
has consistently reported gaps between literacy and inclusion rates. In 2019, financial literacy was recorded at
just 38.03%, while financial inclusion reached 76.19% (OJK, 2022). Although both indicators improved
significantly in 2025—with literacy at 66.46% and inclusion at 80.51%—the disparity persists. Over the same
period, digital finance has grown rapidly, expanding access to financial services and contributing to
improvements in financial well-being (Cuandra & Candy, 2024; Hesniati & Limgestu, 2023). However, these
advances also highlight a critical tension: access to digital financial services alone does not automatically
translate into greater well-being. Many Indonesians are digitally connected but still face financial vulnerability.

This tension highlights the crucial role of digital financial inclusion, which aims to broaden access to
financial services through the use of technology. However, its true effectiveness relies heavily on whether
individuals possess the necessary knowledge, skills, and confidence to use these digital tools in a meaningful
and productive way. In other words, technology can open the door to financial access, but without adequate
understanding and self-assurance, its potential benefits cannot be fully realized. While digital platforms may
reduce transaction barriers, their transformative potential lies in enabling individuals to leverage financial
knowledge and self-efficacy into meaningful improvements in well-being (Basnayake et al., 2024; Gallego-
Losada et al., 2023). Financial inclusion empowers individuals with the tools and resources necessary to
participate actively in the formal financial system (Idris, 2025). Against this background, the present study
examines the direct and indirect effects of financial knowledge and self-efficacy on financial well-being,
focusing on the mediating role of digital financial inclusion. This framework allows us to assess whether digital
platforms merely broaden access or also help transform individual capabilities into tangible improvements in
well-being. The study contributes in three ways.

2.1. Financial Knowledge and Digital Financial Inclusion

Financial knowledge equips people with the capability to evaluate product features, compare
alternatives, and avoid predatory practices. Prior studies argue that individuals with higher knowledge levels
are more likely to embrace financial technologies, such as e-wallets, mobile banking, and digital investment
platforms (Lusardi & Mitchell, 2014; Cera et al., 2021). In emerging economies, where rapid digitalization is not
always accompanied by strong financial literacy, this relationship becomes even more critical (Nogueira et al.,
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2025). Financial knowledge enables individuals to make informed decisions, manage their finances more
effectively, and achieve long-term financial goals, ultimately fostering a more secure and prosperous future.
(Kuutol et al., 2024). Therefore, financial knowledge can improve decision-making and enable individuals to
navigate digital finance ecosystems effectively. Similar results were also found by (Al-shami et al., 2024),
indicating that financial knowledge plays an important role in influencing financial inclusion, as it increases
individuals’ opportunities to access and use financial services and less likely to become victims of fraud
(Munna et al., 2025).

2.2. Self-Efficacy and Digital Financial Inclusion

Self-efficacy refers to an individual’s confidence in their ability to manage their finances effectively.
(Bandura, 1991). In the financial domain, it manifests as confidence in managing resources, solving financial
problems, and adopting new financial tools. (Lone & Bhat, 2024). Individuals with higher levels of financial self-
efficacy tend to be more decisive in making financial decisions, better at managing risks, and more adept at
formulating long-term financial strategies. (Chong et al., 2021). Several studies show that individuals with
higher financial self-efficacy are more likely to utilize financial services effectively, thereby enhancing financial
inclusion. (Al Rahahleh, 2024; Kartawinata et al., 2021). Recent evidence shows that technology self-efficacy
significantly strengthens individuals’ willingness to adopt mobile wallet services, highlighting its pivotal role
in advancing digital financial inclusion. (Ghouse et al., 2025).

2.3. Digital Financial Inclusion and Financial Well-being

Financial inclusion has long been regarded as a catalyst for economic growth, social participation,
poverty reduction, and improved financial well-being at both the individual and community levels.
(Tulcanaza-Prieto et al., 2025). Building on this, digital financial inclusion extends these benefits by providing
affordable and secure access to savings, credit, insurance, and payment services, which strengthen individual
capabilities to accumulate assets, manage risks, and enhance resilience. (Kanungo & Gupta, 2021). More
recently, digital channels have further broadened access to payments, borrowing, insurance, and investment
services, enabling individuals to manage their finances more effectively and thereby improve their overall
financial well-being. (Tan et al., 2025). Similarly, (Rashid et al., 2022) Found that higher levels of financial
inclusion enhance individuals’ financial orientation, which in turn contributes to improved financial well-
being.

2.4. Financial Knowledge and Financial Well-being

Financial knowledge provides the cognitive foundation for making sound financial decisions.
Individuals with higher knowledge are expected to better manage budgets, savings, and investments,
ultimately fostering stronger financial well-being (Cera et al.,, 2021; Febriyanto et al., 2024). However, prior
studies show mixed results. While some find that financial knowledge significantly improves financial well-
being, others argue that knowledge alone is insufficient and may not directly translate into positive outcomes
(Lee et al., 2020; Sangeeta et al., 2022). These inconsistencies suggest that the role of financial knowledge in
shaping financial well-being remains an open empirical question.

2.5. Self-efficacy on Financial Well-being

A growing body of evidence confirms the significant role of self-efficacy in shaping financial well-
being. Several studies demonstrate that individuals with higher self-efficacy are more likely to achieve better
financial outcomes, as confidence enhances their ability to manage resources, plan effectively, and cope with
financial challenges. (Elisan et al., 2025; Hernandez-Perez & Rambaud, 2025; Megananda & Faturohman, 2022).
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Recent research highlights that self-efficacy not only enhances individuals’ willingness to engage in financial
planning but also improves their capacity to achieve financial security and resilience. (Chong et al., 2021;
Mathew et al., 2024). These findings underscore the importance of psychological confidence as a complement
to financial knowledge in enhancing financial well-being.

2.6. Mediating Role of Digital Financial Inclusion

Digital financial inclusion is defined as the accessibility of the underserved to use financial services
through digital platforms and digital devices. (Gallego-Losada et al., 2023). While both knowledge and self-
efficacy may directly influence financial well-being, their effects may also operate indirectly through digital
financial inclusion. Digital financial platforms broaden access to payments, savings, credit, and insurance, but
their benefits depend on individuals’ ability and confidence to use them effectively. (Kanungo & Gupta, 2021;
Tan et al., 2025). Financial knowledge provides the skills to evaluate options, while self-efficacy strengthens
confidence in adopting and utilizing digital finance tools. Empirical studies confirm the mediating role of
financial inclusion in enhancing financial well-being. (Al-shami et al., 2024; Basnayake et al., 2024).
Accordingly, we hypothesize:

Financial Hea (mediation)

Knowledge

Financial
Well-Being

Digital Financial
Inclusion

— Hs(+)
Hep (mediation)

Figure 1. The Conceptual Framework

Based on the theoretical framework and empirical findings discussed in the previous sections, this
study formulates several hypotheses as:

H1: Financial knowledge has a positive impact on digital financial inclusion.

H2: Self-efficacy has a positive impact on digital financial inclusion.

H3: Digital financial inclusion has a positive impact on financial well-being.

H4: Financial knowledge has a positive impact on financial well-being.

H5: Self-efficacy has a positive impact on financial well-being.

Heéa: Digital financial inclusion mediates the relationship between financial knowledge and financial well-
being.

H6b: Digital financial inclusion mediates the relationship between self-efficacy and financial well-being.

The population of this study consists of Indonesian residents aged 15 years and older who are
considered capable of managing their personal finances. According to Badan Pusat Statistik (BPS), as of
February 2025, this group totaled 216,785,997 individuals (Badan Pusat Statistik, 2025). To determine the
minimum sample size, an a priori power analysis was conducted using G*Power 3.1 (Kang, 2021) for a linear
multiple regression model with three predictors and a medium effect size (P =0.15), following (Cohen, 1988)
guidelines. With a significance level (a) of 0.05 and a statistical power of 0.80, the analysis indicated that a
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minimum of 77 respondents was required. Given the very large population, the study applied a simple random
sampling technique to ensure equal selection probability (Sekaran & Bougie, 2016). The survey was distributed
via Google Forms through multiple channels of social media platforms in Indonesia. Out of 420 questionnaires
distributed, 407 valid responses were obtained between February and July 2025, yielding a response rate of
96.9%. This study uses four main variables, namely Financial Knowledge (FK) and Self-Efficacy (SE) as
independent variables, Digital Financial Inclusion (DFI) as a mediating variable, and Financial Well-Being (FWB)
as a dependent variable. Each variable is measured using several indicators adapted from previous studies
with adjustments to the research context in Indonesia.

Financial Knowledge (FK) was measured using four items adapted from (Cera et al.,, 2021), which
assesses individuals’ understanding of fundamental financial concepts such as inflation, risk, credit, and
interest. Example items include statements such as “If the price goes up rapidly, the money people have in
savings accounts could lose much of its value.” “An investment with a high return is likely to be highly risky.”
And “l understand the cost of buying on credit.” These indicators reflect respondents’ ability to apply financial
knowledge in making informed financial decisions. Responses were assessed using a 5-point Likert scale,
ranging from 1 (strongly disagree) to 5 (strongly agree). Self-efficacy (SE) was assessed using three items
adapted from (Lone & Bhat, 2024; Noor et al., 2020). This construct captures respondents’ confidence in their
ability to manage financial matters effectively and make appropriate financial choices. Example items include
“I can develop a strategy to achieve my financial goals.” “Set financial goals regarding my future well-being,”
and “Confident to choose the right financial product according to my needs.” Responses were assessed using
a 5-point Likert scale, ranging from 1 (strongly disagree) to 5 (strongly agree).

Digital Financial Inclusion (DFI) was measured using four items derived from (Ratnawati et al., 2025).
The items assess respondents’ ease of access, usage, and satisfaction with digital financial products and
services. Example statements include “It is easy for me to use digital financial products”, “It is easy for me to
use digital financial products.” “I am satisfied with the quality of digital financial products/services,” and
“Digital financial products contribute to my financial well-being.” This construct reflects the extent to which
individuals are integrated into the digital financial system. Responses were assessed using a 5-point Likert
scale, ranging from 1 (strongly disagree) to 5 (strongly agree). Financial Well-Being (FWB) was measured using
five items adapted from (Kuutol et al., 2024; Ratnawati et al., 2025). These items evaluate respondents’
perceived financial satisfaction, security, and ability to meet regular financial obligations. Example statements
include “l am very satisfied with my current financial situation”, “My current financial situation makes me feel
great.” “At present, my level of financial stress is zero.” “| live up to date financially.”, and “I am not worried
about my ability to cope with normal monthly expenses.” Responses were assessed using a 5-point Likert
scale, ranging from 1 (strongly disagree) to 5 (strongly agree).

This study uses Partial Least Squares Structural Equation Modeling (PLS-SEM), supported by the
SmartPLS software. PLS-SEM is well-suited for analyzing models that involve relatively small sample sizes or
complex structures, as it does not require strict assumptions about data distribution. Moreover, PLS-SEM
provides efficient parameter estimation and offers stronger statistical power, increasing the likelihood of
detecting meaningful relationships within the population. Because of these advantages, PLS-SEM is
considered appropriate for a wide range of research contexts. Consequently, selecting an adequate sample is
essential—not only to enhance the accuracy and reliability of the data but also to ensure that the research
objectives can be achieved more effectively. (Hair et al., 2017; Lady et al., 2025). The quality of the research
instruments was tested through several stages of reliability and validity evaluation. Internal reliability was
measured using Cronbach's Alpha (a) and Composite Reliability (CR), with criteria of a > 0.70 and CR > 0.70
indicating adequate internal consistency. Convergent validity is examined using Average Variance Extracted
(AVE), where an AVE value > 0.50 indicates that the indicators can explain the latent variables well. Meanwhile,
discriminant validity is tested using the Fornell-Larcker criteria to ensure that each construct has clear
differences from one another. (Hair et al., 2017)

@ @ @ 2025. The Author(s). This open-access article is distributed under a Creative Commons Attribution Page | 5
N ] (CC-BY-SA) 4.0 license.



GOLDEN RATIO OF FINANCE MANAGEMENT ():
DOLDEN RATIO

VOLUME 6, ISSUE. 1 (2026)
Website: https://goldenratio.id/index.php/grfm ISSN [Online]: 2776-6780

4.1. Descriptive Statistics

Table 1. Respondent Demographic Profile

Characteristics Indicators n Percentage
Gender Man 140 34.40%
Women 267 65.60%
18-24 220 54.05%
25-34 106 26.04%
Age 35-44 55 13.51%
45-54 21 5.16%
>54 5 1.23%
Elementary School 1 0.25%
Junior High School 3 0.74%
Education Senior High School 220 54.05%
Bachelor’'s Degree 170 41.77%
Master's/Doctoral Degree 13 3.19%
<4 Million 173 28.75%
Monthly Income | 4 Million - 10 Million 203 49.88%
(Rupiah) 11 Million - 20 Million 24 5.90%
>20 Million 7 1.72%
Marital Status Unmarried 295 72.48%
Married 112 27.52%

The demographic characteristics of the respondents indicate that the sample was largely composed
of women, who accounted for 65.60% of the total participants. The age distribution also shows a
predominantly young population, with more than half of the respondents falling within the 18-24 age group
(54.05%), followed by an additional 26.04% who were between 25 and 34 years old. Educational attainment
was generally high, as the majority had either completed senior high school (54.05%) or obtained a bachelor’s
degree (41.77%). Regarding income levels, almost half of the respondents reported earning between IDR 4
million and 10 million per month (49.88%), while 28.75% earned less than IDR 4 million. These figures suggest
that most participants were situated within the lower-to-middle income categories. Consistent with the
younger age structure, the majority of respondents were unmarried (72.48%). Taken together, these
characteristics indicate that the sample represents a relatively young, educated, and predominantly single
population with moderate income levels. These demographic patterns align with previous studies showing
that younger and more educated individuals tend to be early adopters of financial technologies. Moreover,
unmarried respondents often exhibit greater digital engagement and risk tolerance, which may influence
both financial inclusion and well-being.

Table 2. Validity and Reliability Test

Variable Indicator Out.er CA CR AVE
Loadings
FK 1 0.817
Financial Knowledge FK 2 0.712 0.636 0.805 0.580
FK3 0.751
SE1 0.796
Self-efficacy SE2 0.836 0.716 0.840 0.637
SE3 0.760
Digital Financial | DFI 2 0.812
Inclusion DFI 3 0.698 0.631 0.802 0.575
W 2025.The Authgr(s). This open-access article is distributed under a Creative Commons Attribution Page | 6
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DFl 4 0.761
FWB 1 0.711
FWB 2 0.783
Financial Well-Being FWB 3 0.715 0.764 0.840 0.513
FWB 4 0.745
FWB 5 0.618

According to (Hair et al.,, 2017; Latan & Ghozali, 2012)The evaluation of a measurement model
involves several key criteria to ensure the validity and reliability of the constructs. The Outer loadings of the
indicators should ideally exceed 0.70 as this reflects strong indicator reliability; however, loadings between
0.50 and 0.70 may still be deemed acceptable, particularly in exploratory research settings. Construct reliability
is assessed using Cronbach’s Alpha and Composite Reliability, with values of 0.70 or higher considered
satisfactory, while values above 0.60 are acceptable for studies in the early stages of theoretical development.
Convergent validity is examined through the Average Variance Extracted (AVE), where values greater than
0.50 indicate that a construct is capable of explaining more than half of the variance in its associated indicators.
Based on these established benchmarks, the findings from the measurement model show that all constructs
included in this research successfully satisfy the required standards for both reliability and validity.

Table 3. Discriminant Validity Test (Fornell-Larcker)

Digital Financial Financial Financial Self-efficacy
Inclusion Knowledge Well-Being
Digital Financial Inclusion 0.758
Financial Knowledge 0.435 0.761
Financial Well-Being 0.526 0.292 0.716
Self-efficacy 0.585 0.413 0.568 0.798

This test is used to ensure that each construct in the research model is unique and does not overlap
with other constructs. Discriminant validity is met if the square root of the AVE for each construct is greater
than the correlation between that construct and other constructs in the model. (Hair et al., 2017). The results
indicate that all constructs in this study demonstrate satisfactory discriminant validity, confirming that each
construct is capable of distinguishing itself clearly from the others in the structural model.

Table 4. RSquare Test

Endogenous Variable R Square Adjusted R Square
Digital Financial Inclusion 0.387 0.384
Financial Well-Being 0.380 0.375

R? (R Square) is used to evaluate how well the independent variables account for the variance in the
dependent variable. Following Hair et al. (2017 an R value of approximately 0.25 indicates a weak explanatory
power, 0.50 represents a moderate level, and 0.75 reflects a substantial level of explanatory power. The
findings show that the model explains about 38% of the variance in both Digital Financial Inclusion and
Financial Well-Being, indicating a moderate level of explanatory power. This finding implies that the
independent variables included in the model, such as financial knowledge and self-efficacy, play a significant
role in influencing these outcomes, although other external factors may also contribute to variations in digital
financial inclusion and financial well-being.

Table 6. Direct Effect Test (Path Coefficient)

Direct Effect Coefficient T Statistics (JO/STDEV|) P Values Result
H.q: FK -> DFI 0.233 3.864 0.000 Accepted
H,: SE -> DFI 0.488 10.825 0.000 Accepted
@ @ @ 2025. The Author(s). This open-access article is distributed under a Creative Commons Attribution Page | 7
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Hs:DFI -> FWB 0.295 4.903 0.000 Accepted
Hs: FK-> FWB 0.001 0.015 0.988 Rejected
Hs: SE -> FWB 0.395 5.955 0.000 Accepted

Hypothesis 1 shows that financial knowledge has a positive and significant influence on digital
financial inclusion (coefficient = 0.233; p = 0.000). This indicates that individuals who understand essential
financial concepts such as saving, interest rates, investments, and risk management—are more likely to
engage with digital financial platforms like e-wallets, mobile banking, and online investment tools. Financial
literacy enables people to recognize both the advantages and potential risks of digital financial services,
fostering greater confidence to use them. This result aligns with the financial capability framework proposed
by (Lusardi & Mitchell, 2014), which asserts that financial literacy underpins sound financial decision-making.
Therefore, financial knowledge not only enhances understanding but also encourages active participation in
the growing digital financial ecosystem, particularly in rapidly developing economies like Indonesia.

Hypothesis 2 shows that self-efficacy also demonstrates a positive and significant effect on digital
financial inclusion (coefficient = 0.488; p = 0.000). This finding suggests that confidence in managing one’s
finances is a key driver of digital financial engagement. Individuals with higher self-efficacy are more open to
experimenting with new technologies, trust their ability to handle financial tools, and are better equipped to
overcome technical or psychological challenges. This is consistent with (Bandura, 1991), theory, which posits
that self-efficacy influences motivation and how individuals respond to difficulties. In digital finance,
confidence empowers users to explore financial applications, complete transactions, and make informed
decisions. Thus, self-efficacy acts as a psychological catalyst for digital inclusion, enabling individuals to
integrate technology into their financial practices.

Hypothesis 3 reveals that digital financial inclusion significantly and positively affects financial well-
being (coefficient = 0.295; p = 0.000). This suggests that individuals who actively use digital financial services
tend to experience greater financial satisfaction and security. Through digital access, they can efficiently
monitor expenses, perform transactions, and manage savings or investments, enhancing their sense of control
and reducing financial stress. This result supports findings by (Ozili, 2023), who argue that digital inclusion
strengthens financial empowerment by improving efficiency and accessibility. By enabling informed decision-
making and timely financial actions, digital technologies contribute to greater financial resilience and
independence.

Hypothesis 5 also shows that self-efficacy has a positive and significant influence on financial well-
being (coefficient = 0.395; p = 0.000). Individuals with strong financial self-efficacy generally feel more secure,
satisfied, and in control of their finances. They tend to save consistently, manage financial risks effectively, and
maintain emotional stability when facing uncertainty. According to (Bandura, 1991)Self-efficacy affects both
cognitive and emotional processes, shaping how individuals respond to challenges. In this study, self-efficacy
emerges as the most powerful predictor of financial well-being, emphasizing the central role of psychological
confidence in achieving financial stability.

The direct effect analysis indicates that four of the five proposed hypotheses are supported, with only
Hypothesis 4 being rejected. Self-efficacy demonstrates the strongest influence on both digital financial
inclusion and financial well-being, suggesting that psychological confidence plays a more decisive role than
financial knowledge in shaping financial outcomes. This result resonates with social cognitive theory.
(Bandura, 1991), which emphasizes that self-efficacy guides not only behavioral choices but also persistence
in overcoming financial challenges. In this context, individuals who feel confident in their financial
management skills are more likely to engage with digital financial platforms and experience a higher sense of
financial well-being. The rejection of H4 suggests that financial knowledge alone does not directly translate
into improved financial well-being. While knowledge about concepts such as inflation, credit, or investment
risk is essential, it appears insufficient in shaping subjective well-being unless it is accompanied by the
confidence to apply that knowledge in daily decision-making. (Lee et al., 2020; Sangeeta et al., 2022).
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Moreover, the demographic structure of the respondents highlights the relevance of self-efficacy
over knowledge. With 72% of participants being unmarried and almost half reporting moderate monthly
income (between IDR 4-10 million), many are at an early stage of financial independence. According to
(Lusardi & Mitchell, 2014)Young adults often display a gap between financial literacy and financial behavior,
where adequate knowledge exists, but confidence and discipline determine whether knowledge is effectively
applied. In this study, the strong predictive role of self-efficacy reflects the importance of psychological
readiness in bridging this gap, enabling individuals to navigate uncertainty, use digital financial services more
effectively, and achieve greater financial stability. However, the cross-sectional nature of the data and the self-
reported responses may limit causal interpretations of these relationships.

Table 7. Indirect Effect Test (Mediation Analysis)

Indirect Effect Coefficient T Statistics | P Values Result
(JO/STDEV))

Hea:FK -> DFI -> FWB 0.069 2.700 0.007 Accepted

Heb: SE -> DFI -> FWB 0.144 4833 0.000 Accepted

The results of the mediation test reveal that both indirect hypotheses are supported. Financial
knowledge has a significant indirect effect on financial well-being through digital financial inclusion (H6a),
even though its direct effect on financial well-being (H4) was not significant. This implies that financial
knowledge contributes to positive financial outcomes only when individuals are able to utilize and integrate
that knowledge into digital financial practices, such as online banking, e-wallets, or digital investment
platforms. Similarly, self-efficacy also shows a significant indirect influence on financial well-being through
digital financial inclusion (H6b), reinforcing its central role in shaping financial behavior. The relatively larger
coefficient of the self-efficacy pathway highlights that psychological confidence not only directly enhances
financial well-being but also strengthens the effective use of digital financial tools as a mechanism to achieve
financial satisfaction and reduce financial stress. These findings suggest that digital financial inclusion acts as
a critical mediator, bridging the gap between individual capacities (knowledge and confidence) and financial
outcomes. In other words, having knowledge and confidence alone may not be sufficient—both must be
translated into actual financial practices, which are increasingly digital in today’s context.

4.2. Discussion

From a theoretical standpoint, this study enriches the financial behavior literature by integrating
constructs of financial knowledge, self-efficacy, and digital financial inclusion in explaining financial well-
being. The rejection of the financial knowledge's impact on financial well-being aligns with prior studies. (Lee
et al.,, 2020; Sangeeta et al.,, 2022), which argues that financial knowledge in isolation does not guarantee
better outcomes unless it is supported by behavioral enablers. The confirmation of indirect effects further
highlights the mediating role of digital finance, offering empirical support to the notion that technology
adoption is a key pathway through which financial capabilities are transformed into tangible well-being.
Additionally, the strong influence of self-efficacy is consistent with social cognitive theory. (Bandura, 1991),
which underscores the importance of confidence and self-belief in converting potential into actual
performance.

In practice, the results suggest that financial education efforts should not stop at improving
knowledge but also strengthen confidence and encourage digital financial use. Strengthening self-efficacy is
essential because individuals who feel capable and empowered are more likely to apply their knowledge in
real financial situations. To support this, regulators and financial institutions can play a major role by
developing simpler and more intuitive digital platforms, providing step-by-step onboarding assistance, and
offering interactive tools that guide users in making informed financial decisions. Such efforts can help bridge
the gap between theoretical understanding and practical financial behavior. For younger individuals—who
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constitute the majority of respondents in this study—interventions should prioritize the integration of both
digital literacy and financial literacy. This combination is crucial for equipping them with the necessary skills
and confidence to navigate an increasingly digital financial landscape, ultimately contributing to a more
inclusive and sustainable financial ecosystem.

Additionally, policymakers should pay special attention to vulnerable segments of the population,
including rural communities, women, and low-income households. Ensuring that financial services remain
accessible, equitable, and free from structural barriers is essential to avoiding the reinforcement of existing
inequalities. One effective strategy is to promote stronger collaboration between fintech providers and
traditional banking institutions to design digital financial platforms that are transparent, user-friendly, and
aligned with the behavioral tendencies of various user groups. By aligning product design with users’
behavioral patterns, such initiatives can broaden outreach, empower individuals through both knowledge
and self-efficacy, and ultimately foster greater financial inclusion. As an academic writer, | understand the
critical role that the results and discussion section plays in a research paper. This section is where researchers
present the key findings of their study and interpret the meaning and significance of those findings. (Sanl et
al., 2014) (Ghasemi et al., 2019)

The results and discussion section typically begins with a restatement of the main findings, concisely
summarizing the key outcomes of the research. This provides the reader with a clear and focused overview of
the study's results. Next, the discussion section delves into interpreting the meaning and implications of the
results. This is where the researcher explains what the findings mean and how they relate to the existing body
of research in the field. The discussion should go beyond simply restating the results and instead focus on
evaluating the significance and broader context of the findings. (Ghasemi et al., 2019). Importantly, the
discussion section should compare the study's results to those of other relevant research. This allows the
researcher to situate their work within the larger scientific landscape, identifying areas of agreement or
disagreement with prior studies. Additionally, the discussion should address the implications of the findings,
explaining why the results matter and how they might be applied or built upon in future research. Finally, the
discussion section should acknowledge the limitations of the study and highlight any unresolved questions
or areas for future investigation. By carefully addressing these key elements, the results and discussion section
helps to elevate the research paper, providing a comprehensive and insightful analysis of the study's
significance and contribution to the field (Busse & August, 2020) (Sanli et al., 2014) (Ghasemi et al., 2019).

This study sought to investigate how financial knowledge and self-efficacy contribute to financial
well-being, with digital financial inclusion functioning as a key mediating pathway. The findings demonstrate
that self-efficacy plays the most influential role, exerting a strong and consistent impact on both the adoption
of digital financial services and overall financial well-being. This underscores the idea that individuals’
confidence in managing their finances is essential not only for engaging with digital financial tools but also
for achieving better financial satisfaction and stability. In contrast, financial knowledge does not directly
improve financial well-being; rather, its positive effects emerge indirectly, becoming meaningful only when
individuals are able to translate their understanding into practical financial behaviors through digital
platforms.

From a theoretical standpoint, the study emphasizes the importance of integrating both
psychological factors, such as confidence, and structural factors, such as digital access, in explaining financial
outcomes. This approach broadens existing perspectives by showing that knowledge alone is insufficient
without the capability and motivation to apply it effectively. On a practical level, the findings highlight the
necessity for financial education programs that go beyond simply teaching financial concepts. Instead,
initiatives should focus on enhancing self-efficacy and digital literacy to ensure that individuals—especially
younger populations and vulnerable groups—are equipped to navigate an increasingly digital financial
environment. Strengthening collaboration among policymakers, financial institutions, and fintech providers
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is essential in developing inclusive, transparent, and user-friendly digital platforms. Such partnerships can
help position digital finance as a powerful tool for improving financial well-being and promoting greater
financial inclusion across diverse segments of society. This study is subject to several limitations that should
be acknowledged. To begin with, the use of self-reported survey data introduces an element of subjectivity,
as participants may unintentionally misrepresent their true financial behaviors, levels of confidence, or
attitudes—either by overstating positive traits or minimizing perceived shortcomings. Such biases can
influence the accuracy of the results.

Additionally, the demographic composition of the sample is heavily skewed toward younger and
unmarried individuals. While this group offers valuable insights—especially in a digital financial context—it
limits the extent to which the findings can be generalized to other populations, including older adults, married
individuals, or households with dependents, whose financial priorities and digital usage patterns may differ
significantly. A further limitation is that the research is situated within the Indonesian context. Although
Indonesia provides a relevant setting due to its rapid digital financial growth, the findings may not fully apply
to countries with different economic conditions, cultural backgrounds, or levels of technological and financial
infrastructure. As a result, the external validity of the study may be constrained when considering broader
global applications. To address the subjectivity and potential bias associated with self-reported survey data,
future studies could incorporate a broader range of data sources. For example, researchers might combine
traditional questionnaire responses with objective financial records, digital transaction histories, or behavioral
data obtained through experimental or quasi-experimental methods. Such triangulation would allow for a
more accurate and comprehensive understanding of individuals’ financial behaviors and digital engagement.

Future research could also benefit from diversifying the demographic characteristics of the sample.
Including a wider range of participants—such as older adults, married individuals, and households with
dependents—would provide a more complete representation of the population and allow researchers to
examine whether the observed relationships hold across different life stages and socioeconomic contexts. By
capturing the financial experiences and digital usage patterns of more varied groups, subsequent studies
could improve the external validity and relevance of their findings, offering deeper insights into how financial
knowledge, self-efficacy, and digital financial inclusion interact across diverse demographic segments. Finally,
future studies may incorporate other psychological or behavioral factors, such as financial anxiety. (Badrudin
et al., 2025; Chhillar et al., 2025), impulsivity (Abrantes-Braga & Veludo-de-Oliveira, 2020; Raj et al., 2024), or
trust in digital finance (Irimia-Diéguez et al., 2024; Saadah & Setiawan, 2024) —to offer a more comprehensive
understanding of the mechanisms influencing financial well-being.
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