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Impact of Financial Literacy on Food Security: A Mediating Role of 
Financial Management 

Mayuri P. Madhusanka , Shirantha Heenkenda , and Damayanthi 
Bamunisinghe∗  

University of Sri Jayewardenepura, Sri Lanka 

Abstract 
Food Security (FS) remains a critical challenge for many households in the 
developing economies, especially households facing increasing economic 
pressures and volatilities in price levels of goods and services. Financial 
Literacy (FL) has been recognized as a key determinant of household 
welfare which can influence the FS. This study aimed to examine the 
influence of FL on FS through the direct effect. The mediation analysis was 
used to identify whether Financial Management (FM) acts as a mechanism 
that coordinates the relationship between FL and FS. Using multi-stage 
cluster sampling method, primary data was collected from households 
through a structured survey in the Western Province of Sri Lanka. The data 
was analysed through Structural Equation Modelling (SEM). The findings 
revealed that FL has a significant positive influence on FM. This describes 
that individuals with higher Financial Knowledge (FK), Financial Attitude 
(FA), and financial behaviour are more capable of making sound financial 
decisions and managing their financial resources effectively. FM, in turn, 
maintains a significantly positive relationship with FS. Moreover, FL 
exterts a statistically significant direct effect on the FS. Mediation analysis 
confirmed that FM partially mediates the relationship between FL and FS. 
This represents that FL enhances the FS directly and conversely, 
relationship between FL and FS improved via FM practices. The findings 
emphasized the importance of integrating FL education with practical 
exposure towards FM skills, behaviours, and interventions to strengthen the 
household FS.  
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Introduction 
Financial Literacy (FL) has evolved as a critical determinant of individual 
and household economic well-being in the present financial system. Since 
financial markets have become more complex, individuals are required to 
make sound financial decisions related to saving, borrowing, investment, 
and risk management (RM). Despite the expansion of financial services and 
increased access to financial instruments, a substantial proportion of 
individuals still lack the necessary knowledge and skills to utilize these 
services effectively. This gap has intese implications for financial decision-
making pertaining to household stability and long-term welfare outcomes. 

Empirical evidences highlight the importance of FL in shaping 
Financial Behavior (FB) and economic outcomes. Research by Lusardi and 
Mitchell (2011), and Hastings and Mitchell (2011), demonstrated that 
individuals with higher levels of Financial Knowledge (FK) in fields, such 
as numeracy, inflation, and risk diversification are more likely to plan their 
retirement and wealth accumulation. More recent studies, that is, Lusardi et 
al. (2020) and Organization for Economic Co-operation and Development 
(OECD, 2022) further confirmed that, FL enhances financial resilience. 
Conversely, inadequate FK leads towards poor financial decisions and 
makes individuals vulnerable to financial shocks (Kaiser & Menkhoff, 
2020). 

According to Klapper et al. (2015), 35% of Sri Lankans are financially 
literate. This shows a considerable gap in financial capability. World Bank 
(2022) and OECD (2023) evidences show that such deficiencies are 
common in developing countries.  

FL is defined as the ability to understand and apply FK, skills, attitudes, 
and behaviors which are essential in making good financial decisions 
(OECD, 2020). Most importantly, FL goes beyond the theoretical 
knowledge, and it includes the use of financial resources effectively. 
Individuals must continuously adapt to their financial strategies in order to 
maintain the economic stability in situations where economic fluctuations 
arise. 

One of the important determinants which is linked with the financial 
capability is household Food Security (FS). FS refers to the consistent 
access to sufficient, safe, and nutritious food necessary to maintain a healthy 
life style. Gundersen et al. (2011) conducted an extensive literature review, 
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clarifying the associations between food insecurity and several health 
conditions. This included congenital defects, mental health illnesses, and 
cognitive deficits. 

FL plays an important role in household FS through its influence on FB 
and resource allocation. Households with limited FK may struggle with the 
allocation of their earned income across time, leaving to irregular 
consumption patterns subject to food shortages. Even households with 
stable incomes may experience food insecurity due to poor financial 
management. Recent studies conducted by Collins and Urban (2020) 
emphazised that FL improves the ability of households regarding smooth 
consumption. Moreover, it also helps in the management of risks thereby, 
improving the overall welfare.  

A closely connected concept of FL is Financial Management (FM). This 
refers to the application of knowledge into daily life financial decisions. FM 
encompasses the activities, such as saving, budgeting, borrowing, 
investment, retirement, and insurance management. Therefore, FM can be 
identified as a crucial mechanism which links FL to FS.  

With the growing body of literature, a significant gap can be seen in 
realizing the integrated connection between FL, FM, and FS. Furthermore, 
the existing studies have indicated these variables and attempted to learn 
about the direct relationship between them. Additionally, sufficient studies 
have not been conducted regarding the mediating role of the FM. This gap 
is particularly evident in the Sri Lankan context,where household FS is 
influenced by the financial skills. Therefore, addressing this gap is 
important. From policy perspective, understanding the paths through FL to 
FS may lead towards designing the suitable interventions aimed at 
enhancing the FS. 

The current study aimed to investigate the relationship between FL, FM, 
and FS and has important practical implications. Understanding FL in 
shaping FS may assist policy makers, educators, and financial institutions 
in designing financial educational programs. Promoting sound FM practices 
can ensure better access to essential needs, such as food. In this way, the 
study contributed to the improvement of economic resilience in Sri Lanka. 
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Literature Review 
Financial Literacy 

According to OECD (2011), FL can be defined as awareness, 
knowledge, skills, attitudes, and behaviors necessary to make well-
informed choices regarding monetary matters. This is aimed at enhancing 
individuals’ own and country’s financial stability. According to Huston 
(2010), as with health and general literacy, FL also has two underlying 
dimensions. These include understanding personal finance-related 
information as well as its practical application. It tests how well someone is 
capable to understand and use information about their money. Five common 
modern definitions of FL include: (a) understanding monetary matters, (b) 
a skill that describes how monetary matters are handled along with 
effective communication, (c) the ability to manage personal finance-related 
matters in an efficient manner through budgeting or planning, (d) decision-
making regarding what is suitable based on one’s own long-term goals and 
perspective rather than being told by others for various reasons, and (e) the 
pursuit of continuing to check over their skills regardless. 

Sherraden’s Financial Capability Theory specifically offers an over-
arching framework to understand the attainment of financial well-being 
through a combination of individual and structural influences. According to 
the theory,  FL alone does not automatically lead to sound FM or improved 
welfare. Individuals must also need appropriate opportunities, access and 
institutional support. People with good skills and opportunities are most 
likely to save money, make a budget, and use financial services more 
effectively. Furthermore, this also makes them better at handling their 
finances. Better knowledge of finances enables an individual to cope during 
a recession and maintain household welfare (Sherraden et al., 2018). The 
concept explains how valuable it is to educate people about finances and 
seek assistance from financial organizations at the same time. 
Financial Management (FM) 

Wibawa (2003) noted that managing money well has several 
advantages. These include teaching individuals self-control as well as 
helping them formulate plans to ensure they and their family members have 
a solid financial future. It is important for people to manage their monetary 
matters effectively. This is because by doing so, they may be able to protect 
themselves and others from financial hazards, lower their own and others’ 
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debts, as well as make sure that wealth is passed down to future generations. 
According to some experts’ definitions of FM behavior, an individual 

with sound FM practices is likely to make financial plans, stick to them, 
evaluate how well they worked based on the current situation, as well as 
take steps to fix any financial problems that may arise. Moreover, these 
individuals are recognized for their ongoing oversight of the advancements 
achieved in addressing financial issues (Asandimitra et al., 2019). There are 
four main areas that can be used to group an indiviual’s FM practices. These 
include consumption, cash-flow management, saving and investment, and 
credit management (Dew & Xiao, 2011). 
Food Security (FS) 

The conceptual framework of Alaimo (2005), for food insecurity, 
identified the fundamental causes or risk factors, the associated experiences 
of food insecurity, and the adaptive strategies along with potential results. 
The model highlighted poverty, financial hardships, unemployment, and 
insufficient culinary skills as major variables that increase the risk of food 
insecurity. Self-sufficient techniques, such as learning new skills and 
making the most of food resources, might make FS better. Institutional 
assistance, such as taking part in food aid programs, might also be helpful. 
FS means that there is always enough food available to keep people healthy 
and active. Food insecurity in households may emerge if their capacity to 
grab sufficient nutrition is hindered by a lack of financial and other essential 
resources at any time throughout the year (Coleman-Jensen et al., 2012). 

The inter-temporal consumption model posits that, in presence of 
adverse income shocks, the likelihood of increased food insecurity is 
dependent on the household’s budget constraints. In other words, if the 
household doesn’t have enough cash or has trouble getting loans, the risk of 
not having enough food is likely to go up. 

Empirical Literature 
Financial Literacy (FL) and Food Security (FS) 

Many scholars have highlighted that FL is an economically-meaningful 
form of human capital. Lusardi and Mitchell (2023) argued that FL shapes 
lifetime financial choices. Furthermore, it is consistently connected with 
financial decision-making in many settings. Including Sri Lanka, FL is 
mostly conceptualized through three dimensions. These include FK, 
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Financial Attitude (FA) and FB, which collectively determine the financial 
decision-making capacities of individuals (Central Bank of Sri Lanka, 
2021).  

Using cross-sectional data collected from 384 mothers, in Indonesia, 
Bangun et al. (2025) examined the effect of maternal FL on household FS. 
The results proved that mothers with good FL were significantly more likely 
to achieve FS. Furthermore, findings suggested that effective budgeting, 
expenditure planning, and FM skills enhance the houdsehold capacity to 
access good food.  

Carman and Zamarro (2016) defined the relationship between FS and 
FL. Accordingly, the improvement in farmers’ FL helped them secure food. 
Sangley et al. (2021) highlighted the importance of financial education, as 
it maximized the economic benefits, stabilizing FS. Inversley, low FL 
increased the economic risks.  

Tiverra et al. (2025) revealed that low levels of FL indicate a weak FM 
capacity. As a result, the deficiencies in FM contribute to unstable income 
generations and food insecurity.  

Empirical findings from developing economies indicated that, 
financially-literate individuals are significantly, more likely to achieve FS 
through their capacities to optimize consumption and savings (Bangun et 
al., 2025). 

Lusardi and Tufano (2015) identified that poor financial behaviours and 
practices lead towards financial crisis. This worsens the food insecurity and 
household consumption patterns. Addtionally, improvedFK and access to 
financial services enabled households to smooth consumption and manage 
risks while achieving FS (Baborska et al., 2018; Koomsoon et al., 2021). 
Financial Management (FM) and Food Security (FS) 

FS is basically defined as a condition in which all individuals have 
physical, social, and economic access to sufficient, safe, and nutritious food 
necessary for a healthy life (Food and Agriculture Organization of the 
United Nations, 2021). Within this framework, FM has become a key 
determinant of household FS.  

The studies of Tuholske et al. (2020) and Annim and Frempong (2018) 
found that FS can be defined as a state in which all people have physical, 
social, and economic access to sufficient, safe, and nutritious food. 
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According to research, factors that contribute to food insecurity, especially 
in developing nations, were found to be poor FM and well-being of 
households (FAO, 2021; Gaines et al., 2014; Twumasi et al., 2023).  

In agricultural and informal sectors, where income is irregular, the 
absence of good financial practices may bring constraints in households to 
maintain constant access to food (Tiverra et al., 2025). This proves that FM 
acts as a mechanism through which households convert financial resources 
into welfare outcomes, including FS.  

Gundersen and Garasky (2012) revealed in their research that there is a 
statistically significant connection between certain FM techniques and FS. 
Moreover, a statistically significant association was also found between the 
level of assurance the respondents has in their capacities to manage money 
and their FS.  
Financial Literacy (FL) and Financial Management (FM) 

The relationship between FL and FM is well-established in the 
literature. FL serves as a foundation for financial behaviour and decision-
making. Individuals with higher FL are more likely to engage in good 
financial practices, such as budgeting, saving, and retirement planning 
(Mahdzan & Tabiani, 2013). 

Empirical evidences further suggest that, different dimensions in FL, 
collectively influence the FM. FK enhances individuals’ understanding 
about numeracy, inflation, and interest rates. Moreover, FAs shape their 
willingness to engage in responsible financial behaviours. Together, they 
contribute for sound financial practices (Adiputra & Patricia, 2020).  

Additionally, social and institutional factors play a crucial role in 
strengthening the connection between FL and FM. Inviduals who are 
exposed to financial education programs tend to demonstrate more 
disciplined financial behaviours and improved decision-making outcomes 
(Susanti & Kemala, 2023). This indicates that FL not only directly affects 
FM but also interacts with external factors to improve the individuals’ 
financial capabilities.  
Research Hypothesis 
H1: Financial Literacy has a significant positive impact on Financil 

Management. 
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H1a: Financial Knowledge has a significant positive impact on Financial 
Management. 

H1b: Financial Attitude has a significant positive impact on Financial 
Management. 

H1c: Financial Behaviour has a significant positive impact on Financial 
Management. 

H2: Financial Management has a significant positive impact on Food 
Security. 

H3: Financial Literacy has a significant positive impact on Food Security. 
H4: Financial Management mediates the impact of Financial Literacy on 

Food Security. 
Figure 1 
Conceptual Framework  

Methodology 
The methods utilized to assess different constructs were derived from prior 
scholarly studies in the domains of FL, FM, and FS. FL consists of three 
parts: FK, FA, and FB. The field of FM comprises many parts, such as cash 
management (CM), credit management (CRM), investment management 
(IM), and risk management (RM) and tax management (TM) and retirement 
management/planning (RTM) (Kumar & Rani, 2025). FS is a single-
dimensional idea, and its parts come from earlier research studies. The data 
regarding the respondents’ answers was collected using a five-point Likert 
scale, where 1 meant “completely disagree” and 5 meant “strongly agree”. 
Some of the scale items were changed a little bit to fit the requirements of 
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this study. The study’s target population consisted of households located 
within the geographical confines of Sri Lanka. A multi-stage sampling 
methodology, linked to the cluster sampling framework, was employed in 
the data collection process due to the absence of disaggregated provincial 
or district level FL of Sri Lanka. Consequesntly, sample selection was 
guided by the population distribution and the urban concentration to ensure 
the representativeness and in relevance of the study objectives. In the first 
stage, Western Province was chosen as the primary site for data collection 
based on empirical data derived from population statistics. Data from 2012 
showed that the Western Province had the most people living in cities, 
making up 38.8% of the total population. In the second stage, out of the 
three districts located within the Western Province, Colombo was selected 
for data collection due to its predicted status as having the highest 
population density and economic activity (Department of Census and 
Statistics, 2012). In the third stage, Kaduwela Kesbewa divisional 
secretariats were selected as these determined the highest urbanizing areas 
with diversed household characteristics. At the last stage, samples of 400 
households were randomly selected from divisional secretariat to ensure 
adequate representation and statistical reliability. Approximately, a sample 
of 385 respondents of primary data from the structured survey was suitable 
to conduct the data analysis. SEM – AMOS was used to analyze the 
collected information to understand the direct and indirect influences along 
with identifying the nature of the sample observed.   

Results and Discussion 
Table 1 
Sample Characteristics 

  Mean Median Mode Minimum Maximum 
Age 43 44 60 25 60 
Monthly 
Income 112,650 111,958 199,160 30,404 199,160 

Household 
Size 5 5 5 2 7 

The average age of the respondents who answered was around 43 years, 
and the median age was 44 years. The mode of 60 years indicated that this 
age was the most common in the selected sample. The mean and median 
were near to each other, which suggested that the age distribution was rather 
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even. However, the high mode value showed that there were a lot of elderly 
respondents in the sample. The average monthly income of the families was 
Rs. 112,650, which is similar to the median income of Rs. 111,958. This 
means that the income distribution was rather even and not too skewed. 
However, the mode of Rs. 199,160, which was the highest income seen, 
showed that a lot of people may fall into this high-income group. This may 
mean that there were many higher-income people in the sample. 
Respondents stated that the average size of a home was around 5 people, 
with both the median and mode being 5. This means that households with 
five people were the most prevalent. 
Figure 1 
Gender Distribution 

 
Figure 2  
Education Level of the Household Head 
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The gender distribution in the household head revealed a small male 
majority, with a percentage of 53.77% male and 46.23% female responses. 
This means that the sample was well-balanced, although there were slightly 
more males leading the family. 

The education distribution revealed that the majority of the household 
heads who answered had either finished A/L (123) or studied up to grades 
12–13 (115). There were 70 people with bachelor's degrees but only 46 with 
O/L diplomas, 21 with postgraduate degrees, and 10 with grades 6–11. This 
means that most of the people in the sample were well-educated in the city. 
Table 3  
Mean Comparison – Independent Samples t Test for Food Security 

 F Sig. t df p Mean Difference 
Equal variances assumed 2.548 .111 -2.173 383 .030 -.22771 Equal variances not assumed   -2.156 359.687 .032 

An independent samples t-test was conducted to examine whether FS 
differed significantly between male and female household heads. Levene's 
test for equality of variance was considered to determine whether the 
assumption of equal variances between the two groups was satisfied before 
interpreting the results. The hypothesis is developed as follows: 

𝐻𝐻0 = 𝜎𝜎12 − 𝜎𝜎22 = 0 (the population variances of groups 1 and 2 are equal) 

𝐻𝐻1 = 𝜎𝜎12 − 𝜎𝜎22 ≠ 0 (the population variances of groups 1 and 2 are not 
equal) 

The result of the test depicts that F = 2.548, p <0.111, the assumption 
of equal variance is satisfied. 

Therefore, the row equal variances assumed were used to interpret the 
independent samples t-test. The following hypothesis was developedfor 
independent samples t-test results; 
 H0 : µ females − µ males = 0 ("the difference of the means is equal to zero") 
 H1 : µ females − µ males ≠ 0 ("the difference of the means is not equal to 
zero") 

The research showed that the difference in average FS between male 
and female respondents was statistically significant (t = -2.173, df =383, p 
< 0.030). This shows that the average level of household FS differed 
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significantly between the two gender groups in the present sample. 
Figure 3  
Measurement Model for Food Security (FS) 

 
The measurement model has ten latent constructs: FK, FA, FB, CM, 

CRM, IM, RM, RTM, TM, and FS. Each one is shown by more than one 
observed indicators. All items load significantly and strongly onto their 
respective latent variables, validating that the indicators accurately 
represent the underlying constructs. 
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Table 3 
Reliability and Validity Measures 

Latent 
Variable 

Number of 
Items 

Factor Loading α AVE CR (Min - Max) 
FB 6 0.691 - 0.781 0.875 0.540 0.779 
FK 6 0.683 - 0.769 0.875 0.648 0.778 
FA 6 0.706 - 0.781 0.881 0.553 0.788 
TM 3 0.686 - 0.759 0.775 0.536 0.608 
CRM 3 0.718 - 0.759 0.783 0.548 0.645 
IM 3 0.694 - 0.813 0.779 0.547 0.643 
CM 3 0.738 - 0.745 0.784 0.549 0.634 
RTM 3 0.664 - 0.742 0.738 0.534 0.608 
RM 3 0.714 - 0.778 0.799 0.570 0.665 
FS 8 0.695 - 0.813 0.908 0.577 0.832 

Note.FB = Financial Behaviour, FK = Financial Knowledge, FA = Financial 
Attitude, TM = Tax Management, CRM= Credit Management, IM = 
Investment Management, CM = Cash Management, RTM = Retirement 
Management, RM = Risk Management, FS = Food Security. 

The measurement model indicates that all 10 latent variables possess 
strong quantitative properties. The factor loadings are between 0.664 and 
0.813, that is, higher than the minimum suggested level of 0.60. This 
indicates that all of the indicators are good representations of their 
constructs. The constructions with six elements (FB, FK, FA) have loading 
ranges that are larger than average. The constructs with three items (TM, 
CRM, IM, CM, RTM, RM) also have loading strengths that are adequate.  

The Cronbach’s alpha values for all constructions range from 0.738 to 
0.908, which is higher than the standard cutoff value of 0.70. This means 
that the items in each construct are very consistent with each other and 
accurately represent the idea behind them. The maximum dependability is 
shown for FS (α = 0.908), which means that the results are quite consistent 
with each other.  

The Average Variance Extracted (AVE) values, which vary from 0.534 
to 0.648, are all over the 0.50 criterion, which shows that convergent 
validity is excellent. This means that the indicators elaborate more than half 
of the variation of each concept. Some constructs, such as FK (AVE = 
0.648) and RM (AVE = 0.570), exhibit highly significant convergence. 
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The Composite Reliability (CR) scores range from 0.608 to 0.832. This 
is either equal to or greater than the acceptable level of 0.60. This shows 
that each construct is stable and rely on its own, in addition to Cronbach's 
alpha. The greatest CR (0.832) is shown for FS, which again shows that it 
is a good way to measure things. 
Table 4 
Discriminant Validity 

 FB FK FA TM CRM IM CM RTM RM FS 
FB 0.74          
FK 0.47 0.81         
FA 0.51 0.50 0.74        
TM 0.21 0.20 0.23 0.73       
CRM 0.24 0.24 0.31 0.49 0.74      
IM 0.17 0.16 0.23 0.39 0.39 0.74     
CM 0.18 0.18 0.20 0.36 0.42 0.35 0.74    
RTM 0.26 0.16 0.33 0.37 0.45 0.49 0.40 0.73   
RM 0.19 0.18 0.27 0.38 0.48 0.50 0.51 0.44 0.76  
FS 0.35 0.27 0.43 0.38 0.48 0.43 0.44 0.42 0.49 0.76 

Table 3 shows the Fornell–Larcker discriminant validity test for all of 
the model’s latent constructs. The diagonal portions show the square roots 
of the AVE, while the off-diagonal elements show the squared correlations 
between constructs. To show that there is discriminant validity, the square 
root of the AVE for each latent variable must be bigger than the shared 
variance with all the other constructs.  

The results show that the square root of the AVE for each construct—
FB (0.735), FK (0.805), FA (0.744), TM (0.732), CRM (0.740), IM (0.739), 
CM (0.740), RTM (0.731), RM (0.755), and FS (0.759)—is higher than the 
inter-construct correlation values in their own rows and columns. This 
shows that each construct accounts for more variation in its own things than 
it does in items from other constructs, which meets the Fornell–Larcker 
standard.  

The smaller shared variances across constructs, such as FB–TM (0.205), 
FK–IM (0.160), FA–RTM (0.327), and CM–TM (0.364) further show that 
discriminant validity is good. There are higher correlations between FS and 
a few FM-related categories (e.g., FS–RM = 0.487; FS–CRM = 0.480). 
However, they are still acceptable and do not go above the corresponding 
AVE square roots. This proves that conceptual relatedness does not violate 
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discriminant validity.  
Overall, the results provide strong empirical evidence that the latent 

variables in the measurement model are statistically different from one 
another. This confirms that the model has good discriminant validity, and 
that the variables are appropriate for structural modeling. 
Table 5 
Model Fit of the Structural Model 

Indicator Criteria Result Status 
CMIN/DF ≤ 3.00 1.151 Good - Fit 
RMSEA 0.05 ≤ X≤0.08 0.020 Good – Fit 
TLI 0 ≤ X ≤ 1.00 0.983 Good - Fit 
NFI 0 ≤ X ≤ 1.00 0.895 Good - Fit 
CFI 0 ≤ X ≤ 1.00 0.985 Good - Fit 
IFI 0 ≤ X ≤ 1.00 0.985 Good - Fit 

Structural Equation Model (SEM) 
The recommended study method was tested by making a structural 

model in AMOS graphics, which was then used on the final dataset of 385. 
Two structural models were constructed to fulfill the study objectives that 
assessed the various hypotheses. 
Figure 4  
Structural Model I 
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Table 6  
Results of SEM 

The structural model evaluated three hypotheses connecting FL, FM, 
and FS. All proposed routes were statistically significant at the 5% level, 
hence validating robust links among the constructs. 

FL showed a significant and positive influence on FM (𝛽𝛽 = 0.69,𝑃𝑃 <
0.001). If someone’s FL goes up by one standard deviation, their FM habits 
(such as how they handle cash, credit, investments, retirement planning, and 
taxes) would improve by 0.69 standard deviations. This means that families 
who know more about money, have better attitudes about it, and behave in 
ways that are financially responsible along with managing their money. 
Prior studies consistently reported that people with higher FL maintain FM 
responsibly while managing, budgeting, saving, credits effectively 
(Department of Census and Statistics, 2021; Lusardi & Mitchell, 2023; 
Mahdzan &Tabiani, 2023; Susanti & Kemala, 2023). The results further 
validate that FL is not just a cognitive construct but a functional capability 
that shapes the financial practices in real life.  

FM has a very significant positive impact on FS (𝛽𝛽 = 0.63,𝑝𝑝 < 0.001). 
If FM practices go better by one standard deviation, FS goes up by 0.63 
standard deviations. The results support that food insecurity is not solely a 
function of income constraints but it also reflects the ineffiencies in 
financial planning. Gundersen and Garasky (2012) also demonstrated same 
significant relationship representing that, households which maintain strong 
FM behaviours, are signficantly more food secure. Likewise, FAO (2021) 
and Gaines et.al. (2014) identified that poor FM leads to higher food 
insecurity. Twumasi et al. (2023) emphasized that FM significantly 
improves the food and nutrional security by enhancing households to 
allocate resources efficiently and effectively. Therefore, present findings 
argue that families that are good at managing their money, bills, credit, 
risks, and long-term finances are far more likely to always have access to 
enough healthy food. Managing money in an effective way is an important 
way to retain the well-being of the home. 

Hypothesis Path β p Decision 
H1 FM<---FL 0.69 0.000 Supported 
H2 FS<---FM 0.63 0.000 Supported 
H3 FS<---FL 0.27 0.000 Supported 
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FL has a modest but important direct impact towards FS (𝛽𝛽 = 0.27,𝑃𝑃 <
0.001). Although smaller in magnitude, it maintains a significant positive 
impact. An increase of one standard deviation in FL increases FS by 0.27 
standard deviations. This implies that families may make better choices 
about budgeting, saving, and spending on food just by becoming literate.  
This finding matches with the evidence of Bangun et al. (2025) and 
Twumasi et al. (2023), who explained that highet FL results in achieving 
household FS.   

Even though financially literate households know more about 
budgeting, saving, and spending wisely, the high cost of living in cities, 
especially for housing, transportation, education, and utilities, means that 
less of their income is available for food. This makes FL less important for 
FS. In addition, long working hours, little time to cook, and a high 
dependence on processed or takeout meals characterize urban lives. This 
frequently makes people choose convenience over cost-effectiveness and 
nutritional content. Urban families do not have as many chances to grow 
their own food or get food from other places as rural families do. Because 
of this, they rely heavily on the cost of commodities and the supply of items. 
In the end, learning about money helps individuals make better decisions. 
However, it does not help them acquire adequate food as much, since living 
in a city has its own challenges. 
Figure 5 
Structural Equation Model (SEM) II 
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Table 7  
Results of SEM 

This approach examines how FM is based on three components of FL; 
FK, FA, and FB. The statistics reveal that there are several outcomes, some 
of which are backed up and others are not. 

The relationship between FM and FK is statistically insignificant. The 
low coefficient (β = 0.10, p>0.05) and the insignificant p-value indicate that 
performing FM duties does not inherently enhance people’s comprehension 
of financial ideas, tools, or regulations. As highlighted by Lusardi and 
Mitchell (2023), FL requires both understanding and application. Therefore, 
present findings indicate that doing things repeatedly may not be sufficient 
to deepen the conceptual knowledge. This may be particularly suitable for 
developing countries, where households rely on informal practices, 
experiences, and external support systems.  

In contrast, FM and FA maintain a statistically significant positive 
relationship (β = 0.42, p<0.05). This implies that families that are actively 
involved in managing their money by making budgets, deciding how much 
to save, keeping an eye on their spending, and becoming ready for 
emergencies—are more likely to have favorable outcomes about monetary 
matters. Some of these attitudes include looking to the future, trusting your 
choices, spending wisely, and thinking about the long-term plans. People 
who manage their money effectively generally have a better view of money 
and are more motivated to do so. These findings support the results of 
Adiputra and Patricia (2020), which showed that favourable FA is 
associated with prudent FM practices.  

Similary, FB has a significant positive relationship with the FM. The 
study regression estimates (β = 0.19, p<0.05) suggest that daily behaviors, 
such as planning, paying bills on time, saving money regularly, and 
managing credit wisely, result in better financial management. This 
suggests that FM may be affected by elements outside FB. Family income, 

Hypothesis Path Std Regression 
Estimates p Value Decision 

H1a FK--->FM 0.10 0.219 Not Supported 
H1b FA--->FM 0.42 0.000 Supported 
H1c FB--->FM 0.19 0.023 Supported 
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financial difficulties, impulsive buying habits, cultural factors, and 
economic limitations may all have an effect. These findings are consistent 
with the prior literature, which indicates that the FB is shaped by both 
internal and external factors (Susanti & Kemala, 2023). 
Table 8 
Mediation Analysis 
 Direct Path Indirect Path  

  FL--->FS FL--->FM--->FS   
Std Beta 0.274 0.189 

Partial 
Mediation p Value 0.001 0.001 

Decision Significant/Supported Significant/Supported 

The mediation study shows that FL has both direct and indirect effects 
on FS via FM, suggesting partial mediation and supporting the H4. There is 
also a significant direct relationship between FL and FS (β = 0.274, p < 
0.001), which indicates that FL enhances FS for families independently. 
The significant indirect effect through FM (β = 0.189, p<0.001) indicates 
that FL contributes to practices of FM, and therefore to FS provision. FM 
only partly accounts for the relationship because both channels are 
significant. This demonstrates that FL affects FS through several channels 
and not only through FM. This result connects with the conceptual argument 
of the Lusardi and Tufano (2015) and Baborska et al. (2018) who argued 
that the FL affects welfare outcomes through multiple pathways, and is not 
limited to FM and financial inclusion. 
Conclusion 

The study examined the impact of FL on FS with FM acting as a 
mediator. The results demonstrated that FL significantly leads to better FM, 
and FM has a very strong effect on FS. This makes FM the most important 
factor that connects literacy to better FS. FL has a direct favorable influence 
on FS, although mediation research showed that FL only partly mediates 
FS. This means that FL makes FS better in two ways: firstly, by acquiring 
enough food directly from people, and secondly, by making it simpler to 
handling money wisely. However, certain connections, such as FK → FM, 
were not shown to be important. This means that it is hard to turn financial 
operations into conceptual ideas. 
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Future Recommendations 
The above findings imply that certain programs should be introduced to 

teach individuals about the importance of money in a more structured way. 
Policymakers should educate people in their communities about money, 
support families that live in cities with high costs of living, and provide 
them with simple and straightforward financial tools that help them save 
money.  

The urban households mentioned in the study context may limit the 
genaralizability of the results for the agricultural population, where income 
distribution, coping mechanisms, and access to food differ substantially. 
Even though model was aimed at indicating the key factors, other related 
factors, such as financial inclusion and macroeconomic conditions were not 
explicitly included in the study. Future studies can employ longitudinal data 
or panel data to capture dynamic relationships between FL, FM, and FS over 
time. Additionally, future research may benefit from adopting mixed 
method approaches joining both quantitative and qualitative aspects to 
discover how households perceive and apply FL for decision-making 
related to food consumption in real life.  
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