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ABSTRACT

The issue of financial inclusion affecting students are very important as it may cause financial distress to themselves which will
have high impact on their daily life. This will also have high consequences on the performances of their studies. The purpose of
this study is to examine the relationship of three variables namely financial attitude, financial behaviour and financial literacy on
financial inclusion. A survey of 277 students from International Islamic University Malaysia (IlTUM) were carried out using on
line survey and face to face methods. Data analysis were processed using SPSS. The correlation results indicated that financial
attitude, financial behaviour and financial literacy significantly explained financial inclusion. Besides, the R2 also presented
that all three variables described the financial inclusion among the university students by 62 %. The regression results indicated
that financial attitude and financial literacy are significant predicators of financial inclusion. However, financial behaviour is not
significant. The lack of significance between financial behaviour and financial inclusion warrants further exploration. It may
indicate that actual financial practices among students may not be all directly influencing their level of financial inclusion. This
could be attributed to external factors, such as economic conditions, institutional support or cultural influences that impact
financial behaviours beyond individual attitudes and literacy. Hence, the regulators can focus on improving students mind set and
attitude. As for financial literacy and skills more knowledge and training should be organized for them to improve financial
inclusion. Further research could delve into the specific determinants of financial behaviour and explore additional variables
contributing to financial inclusion among this demographic
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INTRODUCTION

Financial inclusion is one of the tools to eradicate the poverty and also one of the main global agendas to increase the economic
growth of the country (Sharizan et al., 2021). In addition, financial inclusion has notable benefits for the women and poor adults
which are commonly excluded to be involved in financial services (Demirgiic-Kunt & Singer, 2017; Sharizan et al., 2021). Itis
very important to ensure that an individual have access to the financial services and the issue of financial planning have received
much attention from policy makers and academics (Goodman et al., 1999; Ozili, 2021). Malaysian Financial Sector Blue Print
(2022-2026) has further given emphasise on the need for improve financial literacy as it was found that Malaysian scored below
average in financial knowledge, reflecting gaps in financial decision making. Hence necessary steps need to be taken to address
this issue.

It was owing to the fact that financial inclusion is one of the major strategies to achieve the United Nation’s sustainable
development goals (SDGs) (Demirglig-Kunt & Singer, 2017). Even so, there were still around two billion people around the world
that do not use formal financial services (Babaji¢ et al., 2018). Since 2011, Bank Negara Malaysia took initiative to drive the
financial inclusion through a range of measures. The initiatives implemented within 2011 until 2022 were including, the
implementation of comprehensive agent banking framework to expand access to financial services. The financial products and
services were also expanded to meet diverse and distinct needs of the underserved. The role and capacity of Development of
Financial Institutions (DFIs) were enhanced. The monitoring framework for financial inclusion initiatives and outcomes were
strengthened and enhance the knowledge and capacity of the underserved in using financial services responsibly (Malaysia, 2022).
Through the initiatives, the access to financial services in sub-districts substantially increased from 46% in 2011 into 96% in 2020
(Malaysia, 2022).

Relatively, in Malaysia, the financial inclusion has been barred through several issues faced by the financial institutions (Sharizan
et al., 2021). The barriers to provide the financial inclusion in Malaysia were caused by the high cost of risk and security. Aside
from that, the failure in communication and lack of financial education also excluded the provision of financial inclusion. Other
challenges could be the default risk due to non-payment and the problem with the internet connection (Sharizan et al., 2021).

Moreover, due to the rise in the price of goods and services (Sabri et al., 2019), those with financial vulnerability suffered the most
shock (Sabri et al., 2022). Besides, the salary hike lagging behind the increasing price as well as the rising inflation caused the
households to continue took the beating (Abdullah et al., 2019; Sabri et al., 2019). The rising inflation has worsened their financial
well-being, especially those with poor knowledge of financial management (Abdullah et al., 2019; Sabri et al., 2019).

Financial literacy is important along with the financial attitude among young workers in Malaysia of which would influence the
condition of their financial well-being (Abdullah et al., 2019). Apart from that, students with financial knowledge would have been
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better in their financial management (Chuah et al., 2020). Poor financial management would lead to the blindly applying for loan
thus, an individual would fall into bankruptcy (Hassan et al., 2021). In 2019, the Malaysian Department of Insolvency reported
that on each day, sixty people were declared bankruptcy between the age of 18 to 35 years old (Malaysian Department of
Insolvency, 2019).

The huge domestic debt among households in Malaysia has further caused much concern on its sustainability (Magli et al., 2020).
Households’ financial attitude and financial behaviour were among the factors that lead to high debt burden among individuals
(Magli et al., 2020; Poh et al., 2021).

Apparently, financial literacy or knowledge, financial attitude, and financial behaviour are the factors that influence the financial
vulnerability of household (Magli et al., 2020; Poh et al., 2021), and determine their financial well-being (Abdullah et al., 2019;
Rahman et al., 2021a). These factors are also be the main factors to improve the financial inclusion among the households
(Malaysia, 2022).

Hence it is important that financial education to be rooted in the people prior to the provision of financial inclusion (Yahaya et
al., 2019). The financial education should be taught to the people at their young age for them to be financial literate. Besides, young
people (aged 15-24) group is vulnerable group because they faced barriers to assess to the financial services (Babaji¢ et al., 2018).
Financial literacy is the knowledge on how to manage the financial, where it is one of the important components to achieve financial
literacy (Ozili, 2018). Likewise, a good financial attitude and financial behaviour would also influence the financial inclusion in a
country. Therefore, the objectives of this study are as follows:

1. To determine the relationship between financial attitude and financial inclusion
2. To establish the relationship between financial behaviour and financial inclusion
3. To determine the relationship between financial literacy and financial inclusion

The purpose of the above objectives are to find out relations between the three independent variables namely financial attitude,
financial behaviour and financial literacy and dependent variable financial inclusion.

This paper is organised as follows. It begins with section 1 as Introduction. This is followed by literature review in section 2. The
methodology section is under section 3. This is followed by data analysis and findings under section 4. Discussion is under section
5. Section 6 concludes.

LITERATURE REVIEW

Financial inclusion is defined is the availability and fair opportunities to access financial services to all segment of society
(bnm.gov.my/financial-inclusion). Empirical investigations has shown there is a relationship between financial inclusion and its
determinants namely, financial attitude, financial behaviour and financial literacy (Fendy et al, 2021, Rani et al, 2022). They offer
valuable insights into the mechanisms driving the inclusion process. This review synthesizes findings from recent empirical studies
to unravel the complex interactions among these variables and provide a comprehensive understanding of the dynamics influencing
financial inclusion.

According to Humaira & Sagoro (2018), financial attitudes refer to the state of mind, opinion, and judgment of an individual related
to his finances applied to attitude. A study by Djou (2019) revealed that financial attitude determined the personal financial
behaviour of people (Djou, 2019).

The goal of financial inclusion is to integrate individuals including students that have been excluded from formal financial systems
into an organized framework, enabling them to avail themselves of financial services such as savings, payments, loans, and
insurance (Hanning, 2010). Bank Negara Malaysia has taken initiative to ensure that all groups of society obtain access to financial
service as asserted in the 2009 New Economic Model (Malaysia, 2017). This has implications as without sufficient financial
knowledge it may retard economics development.

Financial literacy, on the other hand, refers to the ability to make informed judgments and effective decisions regarding the use
and management of money (Bhushan & Medury, 2014). It serves as a valuable asset for individuals and their families, as there is
a growing body of evidences suggesting that those with a strong foundation in financial education are more adept at effectively
managing their finances (Allgood & Walstad, 2016). However, it was found out that financial literacy was among youth was low
(OECD, 2005). Jariwala, 2013. Furthermore, a study made by (Lusardi et al, 2010) found out that financial literacy was also low
among young female (with college degree) as compared to young man (with college degree).

The empirical landscape regarding financial literacy and inclusion is rich with evidence highlighting the pivotal role of financial
knowledge. Studies by (Asyik et al., 2022) investigated the complex dynamics of financial inclusion by investigating the
connections between intellectual capital, financial behaviour, and financial literacy, as well as the aggregate effect of these factors.
The research used the rigorous Partial Least Squares (PLS) approach and the Structural Equation Model (SEM) for analysis. The
results revealed that a significant and positive influence of financial behaviour and financial literacy on achieving greater financial
inclusion, shedding light on crucial aspects of economic participation and empowerment.

The study conducted by Stella, (2022) focusing on financial inclusion among working women in Chennai, offers noteworthy
insights into the factors influencing their financial well-being. One of the standout findings is the strong and positive correlation
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identified between financial attitude, financial literacy, and overall financial inclusion. This correlation highlights the
interconnected nature of key variables in the financial landscape for working women (Stella, 2022).

The positive financial attitude of these women, encompassing their beliefs, perceptions, and approaches toward financial matters,
aligns with higher levels of financial inclusion. It suggests that a positive mindset and a proactive approach to financial decisions
contribute significantly to increased engagement with formal financial systems(Bhushan & Medury, 2014). Furthermore, the
positive correlation with financial literacy emphasizes the critical role of knowledge and awareness in shaping financial inclusion
outcomes (Loke, 2015; Yong et al., 2018). Working women who possess a higher level of financial literacy, understand concepts
such as budgeting, saving and investing, are more likely to participate actively in the formal financial sector (Loke, 2015). This
finding underscores the importance of educational initiatives and interventions aimed at enhancing financial literacy among this
demographic. The implication of these findings is significant for policymakers, financial institutions and organizations aiming to
foster financial inclusion among working women.

Numerous empirical studies have explored the impact of financial attitude on financial inclusion, for example Baptista and Dewi,
(2021). The study found that financial attitudes have a positive influence on financial management behaviour (Baptista & Dewi,
2021). Similarly, Stella, (2022) did a study on the factors influencing the financial inclusion among working women in Chennai.
This study revealed that a positive and significant relationship between financial attitude, financial and financial inclusion (Stella,
2022).

Moreover, a study done by Klontz et al., (2011) provides insight into the financial attitudes of employed young adults, suggesting
that a significant proportion held positive views regarding financial planning and exhibited a low inclination toward spending. The
findings indicate that over half of all employed young adults had a positive financial attitude with regard to their financial planning
and had a low inclination toward spending (Klontz et al., 2011).

Understanding the financial attitudes of young adults is crucial, given the formative nature of this life stage in shaping long-term
financial habits. The positive financial attitudes observed in over half of the employed young adults may imply an inclination
towards responsible financial planning, which can have implications for their financial well-being in the future. This positive
inclination may include habits such as saving, investing, and prudent decision-making that contribute to overall financial stability
(Yongetal., 2018).

Furthermore, the positive relationship between financial attitude and financial inclusion aligns with existing literature underscores
the role of attitudes and perceptions in shaping financial behaviours (Stella, 2022). For instance, the positive financial attitude
among working women in Chennai indicate a willingness to engage with financial services, make informed financial decisions and
actively participate in the formal financial sector (Stella, 2022).

In addition, the significant relationship between financial behaviour and financial inclusion emphasizes the practical implications
of financial decisions on economic inclusivity. This finding suggests that women who exhibit responsible financial behaviours
such as savings, investment and effective financial planning, are more likely to experience higher levels of financial inclusion
(Stella, 2022).

Financial attitude is an important contributor to the success or failure of financial management as it will affect students to have
long-term savings.(Yahaya et al., 2019). In the personal budget, the student initiates ambitious financial planning and acts as a
guide in financial management (Susilowati & Latifah, 2017). Susilowati et al., (2017) examined the students' confidence in
becoming more effective in managing their financial well-being. Besides, students also believe that a good investment plan will
generate huge revenue in the future if financial behaviour is done correctly (Susilowati & Latifah, 2017). Yong et al. (2018) suggest
that working adults must be educated on the importance of setting long-term financial goals and methods to achieve them (Yong
et al., 2018). This is because Malaysian youths face challenges related to high-cost loans, personal loans and credit card loans and
face financial hardship as they live beyond their means due to a lack of self-control (Loke, 2015).

Further research could explore the specific mechanisms through which financial knowledge translates into enhanced financial
behaviour and subsequently, increased financial inclusion among working women (Iriani et al., 2021). Financial behaviour
encompasses a spectrum of actions related to money management, including saving, spending, investing, borrowing and planning.
Understanding the drivers and consequences of these behaviours is essential for unravelling their implications on financial
inclusion (Allgood & Walstad, 2016; Rahman et al., 2021a).

Financial behaviour, characterized by competent planning and preparation, plays a crucial role in achieving financial well-being
(Rahman et al., 2021 a). The identified variables of financial behaviour include cash flow management, saving, investment, and
credit. The recognition that emotions and behaviours influence financial decisions underscores the importance of understanding
and managing these psychological aspects for good financial behaviour (Rahman et al., 2021b).

The hypothesis proposed by (Bhatia et al., 2021) supports the idea that children, including higher education students, acquire
financial knowledge and skills through observation and small talk with their parents about money matters. This early exposure to
positive financial behaviour influences spending, budgeting, and savings practices, setting the foundation for responsible financial
management in adulthood. Furthermore, the passage discusses research findings indicating that saving behaviour among Malaysian
university students is influenced not only by financial literacy but also by self-control. Overall, the integrated insights from Rahman
et al. (2021) and Bhatia et al. (2021) highlight the multifaceted nature of financial behaviour, emphasizing the interconnectedness
of attitudes, knowledge, and psychological factors in shaping individuals® financial decisions and outcomes. These findings
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underscore the importance of holistic approaches to financial education and intervention programs that address both cognitive and
behavioural aspects for fostering positive financial behaviour and ultimately achieving financial well-being.

METHODOLOGY

This study utilized a quantitative research approach employing a descriptive research design. The quantitative selection of samples
allows for the statistical and numerical analysis on the impact of independent variables (Financial attitude, financial behaviour and
financial attitude on the dependent variable (financial inclusion). The selection of research population for this study consists of
students from International Islamic University Malaysia (IlUM) based on judgemental approach. There were two methods of data
collections. One was carried out by the researchers through face-to-face and the other by means of online google forms. This
research seeks to uncover 277 respondents who participated by completing the questionnaire. The collected quantitative data was
then processed using SPSS for further analysis.

MODEL SPECIFICATION

This study utilizes cross-sectional data collected at a single point in time. The linear regression method, specifically Ordinary Least
Squares (OLS), is employed to specify the model in this study. OLS is considered one of the most robust methods in regression
analysis, and it is based on certain assumptions. The regression model used in this study is as follows:

Y=a+ X +0.X,+5:X3+¢€

Where,

Y = Financial inclusion

o = constant term

X1 = Financial attitude

Xz = Financial behaviour
X3 = Financial literacy

B1, B2, Ps = Beta coefficients that indicate the weight of every factor such that financial attitude, financial behaviour, and financial
inclusion.

DATA ANALYSIS AND FINDINGS
The results of the of the research are as follows:

Table 1 Demographic characteristics of the respondents

Frequency Percent
Gender Male 224 80.9
Female 53 19.1
18-35 233 84.1
Age 36-50 36 13.0
51 and above 8 2.9
Aurts and science 62 22.6
Communication 58 21
Economics and administrative sciences 53 194
Education 28 10
Faculty Engineering 42 15
Law 14 5
Foreign languages 7 2.4
Agriculture 13 4.6
Other 0 0
1 75 27.0
2 75 26.9
Grade 3 54 19.6
4 30 11.0
5 43 155
University dormitory 209 75.5
Private dormitory 7 2.5
Accommodation House for rent 21 7.6
With my family 38 13.7
Other 2 0.7
Scholarships 55 19.9
. Support from family 115 415
Education expenses Working 7 25
Scholarships and Support from family 69 24.9
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Scholarship and working 12 4.3

Family support and working 19 6.9

Scholarship and Non-refundable state scholarship 152 54.9
Education Non-refundable private scholarship 125 45.1

Following the provided data, Table 1 shows the demographics of a student population, including their gender, age, faculty, grade,
accommodation, and education expenses. The student population is mostly male (80.9%) and between the ages of 18 and 35
(84.1%). The most popular faculties are Arts and Sciences (25%), Communication (25%), and Economics and Administrative
Sciences (20%). Most students are in the first grade (27.0%). The most popular type of accommodation is university dormitory
(74.7%), followed by living with family (13.7%). The majority of students receive support from family (41.5%), followed by
scholarships (19.9%). The majority of scholarships are non-refundable state scholarships (54.9%).

RELIABILITY ANALYSIS

Cronbach's alpha was employed to assess the reliability of the measurements used. It is a widely used test to evaluate the internal
consistency and reliability of a scale or measurement. A Cronbach's alpha value above 0.6 is generally considered indicative of
high reliability. The alpha coefficient ranges from 0 to 1, where values closer to 1 suggest a higher level of consistency among the
items in the measurement. Table 2 summarised the Cronbach alpha for the data, which indicated that financial attitude, financial
behaviour, financial attitude and financial inclusion were reliable with the values of 0.638, 0.892, 0.912, 0.976 and 0.969
respectively.

Table 2 Reliability analysis

Variables Cronbach alpha

Financial attitude 0.892
Financial behaviour 0.912
Financial literacy 0.976
Financial inclusion 0.969

CORRELATION TEST

Table 3 shows that correlations between financial attitude, financial behaviour, financial literacy and financial inclusion. The
correlations are calculated using Pearson's correlation coefficient, which measures the strength and direction of the linear
relationship between two variables. The results indicated that all four teams have a strong positive correlation with each other. The
correlation coefficient between financial inclusion and financial attitude is 0.897, which considered to be a very strong correlation.
The correlation coefficient between financial inclusion and financial behaviour is 0.813 is also a strong. The correlation coefficient
between financial inclusion and financial literacy is 0.948, which is the strongest correlation in the table.

Overall, the table shows that there is a strong positive correlation between all four teams. This means that the teams are similar in
some way, and that they tend to perform well or poorly together.

Table 3 Correlation

Financial attitude Fmanplal Financial literacy I_:man(_nal
behaviour inclusion
Financial attitude 1 .897** .813** .948**
Financial .897** 1 .860** .844**
Pearson behaviour
Correlation Financial literacy .813** .860** 1 .584**
Financial .948** .925%* .844** 1
inclusion

**_Correlation is significant at the 0.01 level (2-tailed).

ESTIMATION OF MODEL PARAMETERS

This study used ordinary least squares (OLS) to show the relationship between the three variables. The model is specified in the
methodology section, and the result of the model parameters is presented in Table 4 below.

Table 4 Coefficients

Unstandardized Coefficients
Variable Beta (B) Standard error t-statistics Prob.
Constant 1.561 0.607 2.573 0.011
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Financial attitude 0.153 0.062 2.454 0.015
Financial behaviour 0.012 0.049 0.240 0.811
Financial literacy 0.765 0.048 15.766 0.000

Based on the results presented above, it is evident that the independent variables (financial attitude and financial literacy) are
statistically significant predictors of financial inclusion. This means that there is a significant relationship between each of the
independent variables and financial inclusion, even after controlling for the other independent variables. Therefore, Hypotheses
H1 and H3 are accepted, confirming the relationship between these variables. However, the table also shows that financial
behaviour is not statistically significant (p = 0.811). This means that there is no significant relationship between financial behaviour
and financial inclusion. Thus, H2 is rejected. The model demonstrates a good fit in estimating the parameter, with an R-squared
value of 62%, indicating that 62% of the variation in the dependent variable can be explained by the independent variables.
Furthermore, the F-statistics test is significant at the 1% level, indicated joint significance of the variables. In order to ensure the
absence of multi collinearity among the independent variables, collinearity tolerance and VIF statistics were examined. All
variables exhibited collinearity tolerance values below one and VIF values below 3, indicating no significant multi collinearity
issues.

DISCUSSION

Financial inclusion is a multifaceted concept that extends beyond traditional banking to encompass financial knowledge,
accessibility, affordability and effective use of financial services. Malaysian Financial Sector Blue Print (2022-2026) highlighted
the need for improve financial literacy which is derived from strong understanding of financial factors. Past study has revealed
that Malaysian scored below average in financial knowledge which is crucial in financial decision making.

In the context of university students in Malaysia, understanding the factors that influence financial inclusion is fundamental given
the transformative impact it has on their economic well-being. This study seeks to unravel several factors influencing financial
inclusion among students in International University Islam Malaysia (IITUM), shedding light on the unique dynamics that shape
their financial landscapes. As students transition into adulthood, they encounter various financial challenges, making it imperative
to explore the determinants that shape their financial inclusion status. Moreover, understanding of financial attributes is imperative
at the early stage of life cycle.

The results demonstrated that financial attitude and financial literacy have a positive and significance relationship with financial
inclusion. This complement previous studies which revealed that that financial literacy was among youth was low (OECD,
2005). Jariwala, 2013. Furthermore a study made by (Lusardi et al, 2010) found out that financial literacy was also low among
young female (with college degree) as compared to young man (with college degree).

Hence, the positive and significant relationship between financial attitude and financial literacy with financial inclusion
underscores the importance of cultivating a positive mind set among students and equipping them with essential financial
knowledge. This finding further aligns with the notion that a favourable attitude towards financial knowledge, coupled with a solid
understanding of financial concepts, contributes to increased financial inclusion. This result also affirms several previous studies
(Yayha et al, 2019 & Baptista and Devi, 2021) that financial inclusions among youths especially students should be given emphasis

Nonetheless, the result also shows that financial behaviour is not statistically significant. The lack of significance between financial
behaviour and financial inclusion warrants further exploration. It may indicate that actual financial practices among students may
not be all directly influencing their level of financial inclusion. This could be attributed to external factors, such as economic
conditions, institutional support or cultural influences that impact financial behaviours beyond individual attitudes and literacy.

Furthermore, the integrated insights from Rahman et al. (2021) and Bhatia et al. (2021) highlight the multifaceted nature of
financial behaviour, emphasizing the interconnectedness of attitudes, knowledge, and psychological factors in shaping individuals’
financial decisions and outcomes. These findings underscore the importance of holistic approaches to financial education and
intervention programs that address both cognitive and behavioural aspects for fostering positive financial behaviour and ultimately
achieving financial well-being.

CONCLUSION AND RECOMMENDATION

This significant aspect of this study has highlighted the need for holistic approaches to enhance financial inclusion among
university students in Malaysia. Hence it has contributed in enhancing the body of knowledge in promoting positive financial
attitudes and improving financial literacy among youth with emphasis to students. In order to be effective, financial inclusion is
the responsible of not only the regulators but also the society. Policymakers and educational institutions can tailor interventions to
address these multifaceted aspects, fostering a more comprehensive approach to financial inclusion for students in Malaysia

Further research could delve into the specific determinants of financial behaviour and explore additional variables contributing to
financial inclusion among this demographic. By examining financial attitudes, financial literacy and financial behaviour, this
research contributes to the empirical knowledge and provide insights to policymakers, educators, and financial institutions
striving to enhance financial inclusion and empower the future economic agents of Malaysia.
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