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Abstract 
The present study aims to serve two major purposes. The first purpose is to examine whether 

individuals with better financial knowledge and experience are less likely to be indebted. The 

second purpose is to examine whether money management acts as a mediator between the 

influences of financial knowledge and financial experience on consumer debt. Data were 

collected from questionnaire survey of 440 individuals at working age in Bangkok. Results 

from regression analysis indicated that individuals who have better financial knowledge and 

experience do not have less debt. Financial knowledge has insignificant direct impact on 

consumer debt, while financial experience is associated with higher debt. Financial 

experience reduces fear and caution when using credit, hence lead to more debt. In addition, 

when testing the mediating effects of money management, findings revealed that money 

management does not mediate the influence of financial knowledge on debt, but it mediates 

the effect of financial experience on debt. Individuals, who can manage their money well, 

have lower debt, regardless of financial knowledge. Individual who can use their financial 

experience to better manage their money have lower debt. This study shed lights on policy 

implementation in reducing debt problem. Financial education that emphasizes only on 

numeric calculation and mathematic formula may not sufficient to reduce debt burden 

problem. Policies should aim at shaping consumers’ money management behavior, 

particularly the behaviors in managing their cash, expenditure, budget, saving, credit, and 

insurance to reduce their debt burden problems.  
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Introduction 
After the 1990s financial crisis, economic and finance scholars have paid more attention on 

financial knowledge and financial experiences as crucial factors to reduce excessive debt 

burden. Previous literatures (e.g. Lusardi & Tufano, 2015; Norvilitis, Merwin, Osberg, 

Roehling, Young, & Kamas, 2006; Robb, 2011) have proposed that a lack of financial 

knowledge and experience is a major cause of consumer debt. Individuals with high 

knowledge and experience tend to make better financial decisions and are less likely to be 

indebted (Norvilitis et al., 2006). 
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However, empirical studies on the influences of financial knowledge and experiences on 

consumer debt have yielded inconsistent results. Avard, Manton, English, and Walker (2005), 

Braunsberger, Lucas, and Roach (2005), and Norvilitis et al. (2006), had confirmed that high 

financial knowledge was associated with less future financial problems and less being 

indebtedness. In contrast, Borden, Lee, Serido, and Collins (2008), Robb and Sharpe (2009), 

and Lachance, Beaudoin, and Robitaille (2006) had revealed that greater financial knowledge 

was associated with higher consumer debt. High financial knowledge and experience reduce 

the fear and caution of using credit, resulting in higher debt (Borden et al., 2008).  

The inconsistency in previous empirical studies have raised the question of whether 

individuals with better financial knowledge and experience are less likely to be indebted. To 

fill in this research gap, the present study has two main objectives. The first objective is to 

examine whether high financial knowledge and financial experience lead to lower debt level. 

Secondly, the present study aims at incorporating and examining money management as a 

mediating factor between the effects of financial knowledge and financial experience on 

consumer debt. It is contended that the inconsistent findings in the previous literatures may 

result from the lack of mechanism in explaining the effects of financial knowledge and 

experiences on consumer debt. The improvement in financial knowledge and experience do 

not guarantee the better financial decision (Braunstein & Welch, 2002). The influence of 

financial knowledge and experience on consumer debt may be mediated by consumers’ 

behavioral factor, such as money management (Zinman, 2015; French & McKillop, 2016). 

Money management acts as a safeguard against consumer debt (Ksendzova, Donnelly, & 

Howell, 2017). Consumers who manage their money well tend to save more money, are less 

likely to shop compulsively, and have lower credit card debt (Donnelly, Ksendzova, & 

Howel, 2013; Lea, Webley, & Walker, 1995).  

By incorporating money management into the analysis, findings from the present study 

reported that the effect of financial knowledge on consumer debt is not mediated by money 

management since the direct influence of financial knowledge on debt is insignificant. 

Individuals who possess high financial knowledge do not necessarily have less debt. 

Nevertheless, individuals who manage their money well have less debt, regardless of their 

financial knowledge levels. In addition, findings from the present study revealed that money 

management partially mediates the influence of financial experience on consumer debt. 

Without good money management, individuals who have experiences in borrowing tend to 

have good attitude toward debt. They are more likely to borrow and being indebted. 

However, individuals who have financial experiences and can use those experiences to 

manage money well tend to have less debt. This study shed lights on policy implementation 

in reducing debt problem. A policy attempting to improve only consumers’ financial 

knowledge may not be sufficient to reduce debt problem. Financial education that emphasizes 

only on numeric calculation and mathematic formula cannot safeguard individuals from 

being indebted. Policies should aim at shaping consumers’ money management behavior, 

particularly behaviors relating with managing their cash, expenditure, budget, saving, credit, 

and insurance in order to reduce debt burden problem. Financial counselors or trainers may 

be necessary to help shape individuals’ behavior on how to manage money effectively.  

 

Literature Review and Hypotheses 
Before the 1990s, most of the literatures regarding debt based their studies on “Life Cycle 

Hypothesis Theory” (Ando & Modogliani, 1963; Modigliani, 1966; Fan, Chang, & Hanna, 

1993; Hanna, Fan, & Chang, 1995) which supported the benefit of debt in that it can smooth 

individual consumption over a life time, improve household’s standard of living, resulting in 

higher economic growth and stability at macro level. However, after the 1990s financial 

crisis, there has been concerned on the adverse impacts of debt. Literatures have revealed that 
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high level of debt deters future consumption, increase probability of financial crisis, distract 

economic growth, hence, trigger economic recession (Charpe & Flaschel, 2013; Lombardi, 

Mohanty & Shim, 2017). At micro level, debt can increase default incidences (Lusardi & 

Mitchell, 2009), self-control lapses (Peltier et al., 2016), feeling of failure (Robb & Pinto, 

2010), financial stress (Xiao, Sorhaindo, & Garman, 2006), family conflict (Kerkmann, Lee, 

Lown, & Allgood, 2000), and poor health or anxiety (Norvilitis, Szablicki, & Wilson, 2003).  

Since the negative influences of debt have been well documented, policy makers and scholars 

have paid more attention on factors influencing consumer debt in an attempt to reduce 

negative effects of debt at micro level. Several researchers (e.g. Lusardi & Tufano, 2015; 

Norvilitis et al., 2006; Robb, 2011) have proposed that a lack of financial knowledge and 

experience is a major determinant of consumer debt. Without knowledge and experience, 

consumers tend to make poor financial decisions and being indebted (Norvilitis et al., 2006).  

Financial Knowledge and Consumer Debt 

Financial knowledge refers to the competency in making simple financial decisions regarding 

the basic knowledge in interest compounding, debt payment, time value of money, and 

diversification of risk which partly require mathematic calculation (Lusardi & Mitchell, 2014, 

French & McKillop, 2016). Consumers who financially educated are able to make sound 

financial decisions which ultimately lead to benefits of themselves, families, and societies 

(Hilgert, Hogarth, & Beverly, 2003). Disney and Gathergood (2013)’s study has highlighted 

that consumers with superior financial knowledge have higher incomes and savings. Robb & 

Sharpe (2009) and Lusardi & Tufano (2009) also indicated that people with superior financial 

knowledge has lower debt than those with less financial knowledge. On the other hand, poor 

financial literacy lead to lower savings and increase reliance on debt (Disney & Gathergood, 

2013; Duca & Kumar 2014; Lusardi & Tufano, 2015; French & McKillop, 2016; Limbu, 

2017), delay mortgage repayment (Hirad & Zorn, 2001) and experience bankruptcy 

(Anderson, Zhan, & Scott, 2004; Lusardi & Mitchell, 2009). Therefore, it is hypothesized 

that: 

Hypothesis 1: Financial knowledge negatively affects consumer debt. 

Financial Experience and Consumer Debt 

Financial experience refers to individual’s experience with financial transactions including 

traditional borrowing, saving, retirement planning, and investment (Hilgert et al., 2003; 

Lusardi & Tufano, 2015). According to Experiential Learning Theory (Kolb, 1984), people 

gain knowledge through experiences (or learning by doing). Experience is used to improve 

decision making. Consumers may gain financial experiences through owning a stock or bond, 

having parents with financial experience, and receiving financial training. These experiences 

are crucial in enhancing their knowledge and skills, hence, improving their financial decision-

making (Bradley, Hirad, Perry, & Zorn, 2001; Weiner, Baron-Donovan, Gross, & Block-

Leib, 2005; Johnson & Sherraden, 2007; Mandell, 2008). An empirical study of Lyons et al. 

(2007) indicated that personal financial experience affected personal management of credit 

and debt. The higher the financial experience, the lower the debt is expected. Therefore, it is 

hypothesized that: 

Hypothesis 2: Financial experience negatively affects consumer debt. 

A Mediating Role of Money Management 

Money management refers to skills of individuals in dealing with saving, spending, investing, 

and budgeting (Godwin & Koonce, 1992). It is recognized as an important shield against 

one’s excessive consumption and one’s debt (Ksendzova et al., 2017). Previous study (i.e. 

Braunstein & Welch, 2002) indicated that the improvement in financial knowledge and 

experience do not guarantee the improvement in financial behavior or decrease debt. There 

must be an intervening factor which mediates the relationship between financial knowledge 

and financial outcomes (Robb & Sharpe, 2009; Xiao, Tang, Serido, & Shim, 2011; Hancock 
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et al., 2013; Limbu, 2017). Money management is proposed as a mechanism that mediates the 

relationships between financial knowledge and financial experience and debt. Money 

management is supported by scholars (Collins, 2007; Carswell, 2009; Haynes-Bordas, Kiss, 

& Yilmazer, 2008; Scott, 2010) that it relates financial knowledge to financial outcomes.  

Money management skill consists of four major components, i.e. cash management, credit 

management, saving/investment management, and insurance management (Hilgert, et al., 

2003; Ksendzova et al., 2017). All of these four components of money management are 

assessed through brief money management scale (BMMS) developed by Ksendzova et al. 

(2017). Firstly, cash management refers to individuals’ behavior to estimate their income, 

follow a monthly budget, record monthly expense, and evaluate spending on a regular basis 

(Ksendzova et al., 2017). Secondly, credit management refers to individuals’ behavior to 

manage their debt financing (i.e. max out the limit of credit card, get into more and more debt 

each year) and debt repayment (i.e. pay the total balance or make only partial payment on 

loan) (Ksendzova et al., 2017). Thirdly, saving/investment management refers to individuals’ 

behavior to set aside money for saving, emergencies, unexpected expenses, and long-term 

expenses such as home and education (Ksendzova et al., 2017). Fourthly, insurance 

management refers to individuals’ behavior to maintain or purchase adequate health 

insurance, life insurance, property insurance, and retirement saving plan (Ksendzova et al., 

2017). The BMMS is widely used for money management behavior assessment because of its 

reliability in predicting hypothetical debt behavior, its internal consistency, and concurrent 

validity with both self-report and behavioral assessment.  

Financial Knowledge and Money Management 

Financial knowledge encompasses ability to understand relating personal and broader finance 

matters. With financial knowledge, people acquire skills including self-assured confidence to 

make essential financial decisions in daily life. Financial knowledge is found to positively 

relate to money management. Consumers with good financial knowledge have better plan for 

retirement, saving, wealth accumulation, and investment decisions (French & McKillop, 

2016; Limbu, 2017; Lusardi & Tufano, 2015). An empirical study of Bernheim, Garrett, and 

Maki (2001) and Hastings and Mitchell (2010) have shown the significant positive 

relationship between financial knowledge and individuals’ saving. In addition, Hilgert et al. 

(2003) examined the relationship between financial knowledge and credit management, cash-

flow management, investments, savings, mortgage and other financial management topics in 

the United States. Findings confirmed the positive relationship between financial knowledge 

and money management. Therefore, it is hypothesized that: 

Hypothesis 3: Financial knowledge positively affects money management. 

Financial Experience and Money Management 

Experiential Learning Theory (Kolb, 1984) posited that people learn from their experiences 

which, in turn, help improve their decision makings. Thus, when people gain experiences 

through opening saving or checking account, buying a stock or bond, having or using credit, 

and receiving financial training, they learn and accumulate knowledge from their financial 

experiences. These experiences supervise them to make better financial management 

decisions, thus, better money management. Findings from previous studies (i.e. Frijns et al., 

2014; Tang & Peter, 2015) confirmed the significant influences of financial experiences on 

money management. An empirical study of Lyons et al. (2007) also indicated that personal 

financial experience affected personal credit management. Braunstein and Welch (2002) also 

confirmed that the financial experiences through training programs had positive influence on 

financial decision-making regarding money management. Thus, it is hypothesized that: 

Hypothesis 4: Financial experience positively affects money management. 
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Money Management and Consumer Debt 

Money management is crucial in that it acts as a safeguard against excessive consumption 

and consumer debt (Ksendzova et al., 2017). Previous studies have revealed that people who 

manage their money well tend to save more (Antonides, de Groot, and van Raaij, 2011), are 

less likely to shop compulsively (Donnelly, Ksendzova, & Howell, 2013), and have less 

financial stress (Xiao et al., 2006). In addition, a survey of Lea et al. (1995) classified 

respondents into non-debtors, mild debtors and serious debtors. Results indicated that there 

were significant differences between these groups of respondents. Variance between groups 

was accounted for by people's money management skills. Non-debtors had higher money 

management abilities and money management facilities (e.g. bank accounts) than both mild 

and serious debtors. Lea et al. (1995) also confirmed that persons who managed money well 

had lower credit card debt in various economic conditions. Consistently, Donnelly, Iyer, and 

Howell (2012) also indicated that money management assisted in lowering accumulation of 

debt beyond the effect of relevant factors, such as financial responsibility or financial 

knowledge factor. Therefore, it is hypothesized that 

Hypothesis 5: Money management negatively affects consumer debt. 

 

Research Methodology 
Sample and Collection of Data 

Data regarding financial knowledge, financial experience, money management practices and 

consumer debt were collected through questionnaire survey. Questionnaire was developed 

based on items adapted from previous studies. The survey was conducted in Thailand; thus, 

the questionnaire was translated into Thai by English professionals and experts in finance 

field. Then, the process of back-translation into English was conducted in order to ensure 

concept equivalence and accuracy of the questionnaire.  

To ensure the reliability of the questionnaire, thirty sets of questionnaires were distributed as 

a pretest. Results from pretest verified internal consistency among the items representing 

money management variable with Cronbach’s Alpha coefficient higher than minimum 

requirement of 0.7 (Hair, Black, Babin, & Anderson, 2010).  

According to Yamane (1967), it was recommended that sample size with a population of 

more than 100,000 with 5% confidence limit is no less than 400. Labor force in Bangkok is 

approximately 5.3 million (National Statistical Office Thailand, 2016). Finally, 440 sets of 

questionnaires were distributed to individuals at working age in Bangkok during March 2018. 

Data were collected using a self-administered questionnaire by field workers. Workers 

collected the questionnaires mostly in business areas in Bangkok. Respondents were 

randomly selected based on ease of access to the targeted respondents. The respondents were 

people of working age with regular income and were available to answer questionnaires. In 

collecting data by employing field workers, the data collection process recommended by 

Maholtra (2010) was employed. The researcher recruited experienced field workers by 

coordinating with a research organization. These field workers were supervised and trained to 

ensure the high quality of collected data. 

Measurement of Variables 

Financial Knowledge: Financial knowledge was measured by three questions adopted from 

the seminal work of Lusardi and Tufano (2015). These questions were designed to assess 

respondents’ knowledge in interest compounding, debt repayment, and time value of money, 

respectively. The example of question was as followed (Lusardi & Tufano, 2015):  

“Suppose you owe $1000 on your credit card and the interest rate you are charged is 20% per 

year compounded annually. If you did not pay anything off, at this interest rate, how many 

years would it take for the amount you owe to double?” 
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The correct answer of each question received one score. The incorrect answer received a 

score of zero. Then, the score of these three questions were summed up and used as data 

input into the model. 

Financial Experience: The present study measures respondents’ financial experience with 

borrowing, saving, and investment by utilizing nine questions from the seminal work of 

Lusardi and Tufano (2015)’s. To assess the respondents’ financial experience, respondents 

were asked to indicate whether they have ever engaged in various financial activities, such as 

take a student loan, auto loan, home equity loan, mortgage, open saving or checking account, 

buy bond or other investments. With the answer “no”, respondents received a score of zero, 

while the answer “yes” received a score of one. Then, the score of the nine questions were 

summed and used as data input into the model. 

Money Management: Money management was measured through 18 items developed by 

Ksendzova et al. (2017). Respondents were asked to indicate how often they had engaged in 

the money management activities (1 = never done to 5 = always do). For example, reviewing 

and evaluating spending on a regular basis, setting money aside for emergencies, maintaining 

or purchasing an adequate health insurance policy, and maxing out the limit on one or more 

credit cards. The score of these items were averaged to form money management variable. 

Consumer Debt: Consumer debt refers to the total outstanding amount of all borrowings by 

consumer that has not yet been paid off (Harari, 2017). It includes debts on credit cards, 

mortgage, loans for personal uses, loans for properties, auto loans, loans on durables, loans 

on home improvement, loans on medical expenses, and other personal loans. Other 

borrowing types such as borrowing from friends or families were excluded. Adapted from the 

study of Achtziger, Hubert, Kenning, Raab, and Reisch (2005)’s, respondents were asked to 

estimate the sum of their current debt burden that they have to pay in each month (including 

real estate debt, auto debt, credit card debt, and other formal debts). Then, the value of 

outstanding debt was divided by disposable income to form consumer debt variable. 

Control Variables 

The present study includes five control variables, i.e. age, gender, disposable income, 

education and marital status into the analysis because previous literatures had affirmed that 

these variables influenced consumer debt. 

Model Specification and Statistic Treatment of Data 

The present study aimed at determining the significant influence of financial knowledge and 

financial experience on consumer debt by employing money management as a mediator. 

Three regression models were proposed for testing the significance of mediation followed 

Baron and Kenny (1986)’s Four-step approach (Table 1). 

 

Table 1 Models testing the effects of financial knowledge and financial experience on 

consumer debt  

Model Model Specification Dependent 

Variable 

Remark 

1 Yi=b0+b1Fin_Knowi 

+b2Fin_Exp+ b3Xi+ei 

Consumer 

Debt 

Direct effect of Financial Knowledge and 

Financial Experience on Consumer Debt  

2 Yi= b0+b1Fin_Knowi 

+b2Fin_Exp+ b3Xi+ei 

Money 

management 

Direct effect of Financial Knowledge and 

Financial Experience on Money 

management 

3 Yi = b0+b1Fin_Knowi 

+b2Fin_Exp +b3MM  

+b4Xi + ei 

Consumer 

Debt  

Effects of Financial Knowledge, Financial 

Experience and Money Management on 

Consumer Debt  

Note: Xi are the control variables. MM is Money Management. Fin_Know is Financial 

Knowledge. Fin_Exp is Financial Experience. 
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Research Results 
The 440 sets of questionnaires were distributed. Only 409 questionnaires were usable. Data 

analysis was conducted by SPSS version 23. Sample characteristics and results from 

hypothesis testing were presented in the next section.  

Descriptive Statistics of the Sample  

From 409 respondents, 67% of the respondents were female and 33% were male. The age of 

respondents ranged from 20 to 65. Mean and median of respondents’ age were 30 and 28 

years respectively. Majority of the respondents held Bachelor degree (70.4%) followed by 

Master degree (13.7%), high school graduated or vocational training (13.2%), lower than 

high school (1.7%), and Doctorate degree or above (1%). There were more of respondents 

who are single (74.6%) than married ones (25.4%). Disposable income per month reported by 

respondents ranged from 7,000 baht to 1 million baht
1
. Majority of the respondents’ 

disposable income ranged from 15,000 to 80,000 baht (80.4% of total respondents). Only few 

respondents had disposable income greater than 200,000 baht (1.7% of total respondents). 

Mean and median of respondents’ income were 45,935 baht and 30,000 baht, respectively.  

Regarding financial knowledge, there were 138 respondents who cannot answer any question 

correctly regarding financial knowledge (33.7% of total respondents). There were only three 

respondents who can answer all questions correctly (0.7% of total respondents). Most of the 

respondents could answer only one question correctly (51.1% of total respondents). Mean of 

financial literacy was equal to 0.82 with standard deviation at 0.693 while median of financial 

literacy was equal to 1.  

Majority of the respondents had experienced two financial activities (24.2% of total 

respondents). This was followed by respondents who had experienced in one activity (18.6% 

of total respondents) and three activities (17.4% of total respondents). There were 4.6% of 

total respondents who never had experienced in any financial activity. Three persons, 0.7% of 

respondents, reported to have experience in all nine financial activities. Mean of financial 

experience was equal to 2.93 with standard deviation at 1.775 while median of financial 

experience was equal to 3.  

Mean and Median of money management were ranked higher than mediocre level, at 3.40 

and 3.30, respectively. The dimension that was ranked the highest was “Credit management” 

dimension with mean score 3.87. This was followed by “Saving/ investment” management 

dimension with mean score 3.50. The standard deviation of all the money management items 

ranged from 1.069 to 1.341. Reliability test was conducted on the money management scale. 

Its Cronbach’s alpha coefficient was 0.897 which was above minimum requirement of 0.7 

(Hair et al., 2010). 

Respondents indicated that mean of their outstanding debt was approximately equal to 6,332 

baht per month. Median of the outstanding debt was 2,000 baht per month. The minimum 

debt outstanding was zero, while the maximum debt outstanding being reported was 100,000 

baht per month. 

Results from Regression Analysis 

Regression analysis by OLS (Ordinary Least Square) method was employed for testing the 

five hypotheses. Model 1 was employed to test the direct effects of financial knowledge and 

financial experience on consumer debt (Hypothesis 1 and 2). Model 2, and model 3 were 

employed to test the influences of money management as a mediator of the influences of 

financial knowledge and financial experience on consumer debt (hypothesis 3, 4 and 5). 

Variables including age, gender, marital status, education, and disposable income were 

included as controlled variables in the study. Multicollinearity was tested for all models. 

                                                 
1
 Exchange rate between Thai and US dollar was quoted approximately at 31.5 Baht per one US dollar by the 

time the analysis was conducted (as of March 2, 2018). 
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Findings reported no problem of multicollinearity (VIF > 10) (Ho, 2006). However, positive 

skewness for disposable income variable was detected. Disposable income in log form was 

utilized instead in the analysis to solve the skewed distribution problem. 

Financial Knowledge and Consumer Debt 

Results from the analysis showed that consumer debt was influenced by the proposed factors. 

The first model (Table 2) indicated that the financial knowledge insignificantly affected 

consumer debt at 0.05 significance level. Therefore, Hypothesis 1 was not supported. 

 

Table 2 Results from regression analysis 

Independent 

Variables 

Model 1 Model 2 Model 3 

Consumer Debt Money Management Consumer Debt 

Coefficient St. error Coefficient St. error Coefficient St. error 

Intercept 0.618*** 0.149 2.018*** 0.482 0.742*** 0.150 

Age 0.005*** 0.002 0.008 0.005 0.006*** 0.002 

Disposable 

income 

-0.066*** 0.016 0.040 0.052 -0.064*** 0.016 

Gender -0.025 0.022 0.048 0.071 -0.022 0.021 

Marital 

Status 

0.026 0.028 -0.097 0.089 0.020 0.027 

Education -0.003 0.018 0.166*** 0.057 0.015 0.018 

Financial 

Knowledge 

-0.006 0.015 0.124** 0.048 0.001 0.015 

Financial 

Experience 

0.027*** 0.006 0.046** 0.021 0.029*** 0.006 

Money 

Management 

- - - - -0.061*** 0.015 

R
2
 11.8  8.9  15.3  

Note: Consumer debt = Debt/Disposable income, Disposable income = ln (Disposable 

income). *** p < 0.01, ** p < 0.05, * p < 0.10. 

 

Financial Experience and Consumer Debt 

Finding from Model 1 (Table 2) indicated that financial experience significantly and 

positively affected consumer debt at 0.01 significance level. The higher the financial 

experience, the higher the consumer debt. This finding was contradicted to the hypothesis. 

Therefore, Hypothesis 2 was not supported. 

Financial Knowledge and Money Management 

Finding from Model 2 (Table 2) indicated that financial knowledge significantly and 

positively affected money management at 0.05 significance level. The more financial 

knowledge people possess, they can better manage their money. Therefore, Hypothesis 3 was 

supported. 

Financial Experience and Money Management 

Finding from Model 2 (Table 2) indicated that financial experience significantly and 

positively affected money management at 0.05 significance level. People learn from their 

financial experience, with more experiences, they possess higher money management skills. 

Therefore, Hypothesis 4 was supported. 

Money Management and Consumer Debt 

Model 3 (Table 2) revealed the significant influence of money management on consumer 

debt. Money management significantly and negatively affected consumer debt at 0.01 

significance level. The better skill in money management results in lowering consumer debt. 

Therefore, Hypothesis 5 was supported. 
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The Role of Money Management as a Mediator 

The effects of predictors on consumer debt were classified into the direct and indirect effects. 

According to Baron & Kenny (1986), the significance of mediator was observed via the three 

paths in the relationships which are the significant influence of the independent variable on 

dependent variable, significant influence of independent variable on mediator and the 

significant influence of mediator on dependent variable. By assuming the significant 

influence of independent variable on dependent variable (model 1), the significant impacts of 

the two paths, independent variable on mediator and mediator on dependent variable, implied 

significant role of mediator (model 2 - 3). Additionally, once the mediator was controlled, if 

the influence of independent variable on dependent variable was statistically insignificant, 

this supports the full mediation of mediator (Baron & Kenny, 1986).  

Did Money Management Mediate the Effect of Financial Knowledge on Debt? 

No, it did not. Financial knowledge significantly and positively influenced money 

management (Model 2, Table 2) while money management significantly and negatively 

influenced consumer debt (Model 3, Table 2). Nonetheless, financial knowledge had no 

significant direct influence on consumer debt (Model 1, Table 2). Thus, it is concluded that 

financial knowledge was not mediated by money management. 

Did Money Management Mediate the Effect of Financial Experience on Debt? 

Yes, it did. Financial experience significantly and positively influenced money management 

(Model 2, Table 2) while money management significantly and negatively influenced 

consumer debt (Model 3, Table 2). From Model 3 (Table 2), once the money management 

was controlled, financial experience remained significant. Thus, it is concluded that financial 

experience was partially mediated by money management.  

 

Discussion and Conclusion 
The present study was conducted to serve two major objectives. The first objective was to 

investigate whether financial knowledge and financial experience result in lower consumer 

debt. The second objective was to examine whether money management acts as a significant 

mediating factor between its antecedents and consumer debt.  

Did people with higher financial knowledge have less debt? The answer was no, they did not. 

Findings revealed that financial knowledge had no direct effect on consumer debt when other 

demographic factors were being controlled. In other words, people who possess greater 

financial knowledge did not necessarily have less debt. This is consistent with the previous 

studies (Xiao et al., 2011; French & McKillop, 2016; Limbu, 2017). 

Regarding the mediating effect, money management did not mediate the relationship between 

financial knowledge and debt since the direct influence of financial knowledge on consumer 

debt was not significant. However, the positive influence of financial knowledge on debt 

through money management was observed. Financial knowledge assists individuals in 

making essential financial decisions in daily life, resulting in better money management 

behavior. Individual with better financial knowledge can better manage their cash, credit, 

saving, investment, and plan for retirement (French & McKillop, 2016; Hilgert et. Al., 2003: 

Limbu, 2017; Lusardi & Tufano, 2015), hence resulting in lower debt (Iyer, and Howell, 

2012). Findings are consistent with the Behavioral Finance Theory (Barberis & Thaler, 2003) 

which supported that the simple processes of money management, such as forward planning 

and budgeting (Forsyth & Burt, 2008; French & McKillop, 2016), and making uninformative 

reminder (Stango & Zinman, 2014), help people match their money in-flow and out-flow, 

help reduce problematic spending behavior (O’ Donoghue & Rabin, 1999), thus, reducing 

consumer debt. 

Did people who had experienced in financing have less debt? The answer was no, they did 

not. Results from hypotheses testing revealed that people with greater financial experience 
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accrue more debt. This finding was consistent with Borden et al. (2008) who stated that 

people with experience have less fear and caution toward credit usage which results in 

accumulating greater debt.  

By incorporate money management as a mediator between the influence of financial 

experience on consumer debt, findings revealed that money management partially mediated 

the influence of financial experience on consumer debt. Without money management, people 

with high financial experience might accrue more debt. However, people who have financial 

experience and use their experience to improve their money management practices were more 

likely to have less debt (Frijns et al., 2014; Lyons et al., 2007; Tang & Peter, 2015). 

 

Implication 
Results from the present study provide important implications for policy makers. Money 

management behaviors are crucial determinants of debt, regardless of financial knowledge 

and experience. Therefore, a policy attempting to improve consumers’ financial knowledge 

may not sufficient to reduce debt problem. Financial education in schools and universities 

that emphasize on those mathematic models and numeric calculation of interest rate, 

inflation, and so on may not be effective in reducing consumer debt. Financial education 

should aim at shaping consumers’ money management behavior. Education that emphasize 

on how to manage cash, budget, expenditure, saving, credit, and insurance is suitable in 

reducing debt burden problem. For example, to effectively manage money, education should 

emphasize on how to keep a record of monthly expense, how to do monthly budget, and how 

much to save and set aside for emergencies. Financial counselors or financial trainers may be 

necessary in this regard to help individuals to shape their behavior on how to manage cash, 

credit, saving and investment.  

 

Limitations and Future study 
The present study encounters some limitations. Firstly, this study lumped real estate debt and 

other type of consumer debt into a single dependent variable. Individuals’ intention to accrue 

real estate debt and consumer debt may vary critically. Real estate mortgage may be 

perceived as an investment objective or a symbol of success, while other consumer debts are 

recognized as financial strain. There is a need for future research to decompose these types of 

debt to clearly identify the behaviors of individuals’ decision toward debt. Further study 

might also take into account those debt incurred from informal borrowing such as borrowing 

from friends or families as these debts appear widely in many societies.  

Secondly, all of the data were collected from questionnaire survey. Self-assessed 

questionnaire survey may be subjected to bias since respondents may answer questions in the 

desirable ways. Particularly, when the questions ask about some sensitive personal 

information, some respondents may be unwilling to disclose due to their embarrassment 

(Malhotra, 2010). Thus, future study may incorporate information from other secondary 

source such as financial institutions to yield more accurate results from the analysis.  

Finally, the present study only emphasizes the impact of financial knowledge and financial 

experience on consumer debt. The observed explanatory power of the model might be limited 

since there are other economic factors, demographic factors, social factors, and psychological 

factors which can also affect the consumer debt. Therefore, future study may include more 

factors affecting debt into the analysis.  
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