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Abstract 

 

To increase sound financial behavior and financial well-being among people in different 

countries, we need policies developed from various local perspectives. We have conducted a 

field study in the lower-middle-income country Laos, founded on a previous study from a 

high-income country. We explored the association of individual differences in financial 

competence, financial confidence, numerical ability, and trust in bank systems on financial 

behaviors and financial well-being. We used a diverse sample of students (N=620) from The 

National University of Laos. We found that neither financial competence, financial 

confidence, nor numerical ability can predict frequent engagement in sound financial behavior 

and financial anxiety, when controlling self-control and sociodemographic. Trust in bank 

systems, on the other hand, has a significant association with sound financial behavior and 

financial anxiety. Regarding financial security, we found that financial competence and trust 

in bank systems have associations with feeling more secure about financial matters. In 

addition, being a woman is negatively related to feel financial security. Otherwise, both 

genders had similar levels of financial competence, confidence, numerical ability, behavior, 

and anxiety. Our findings show that many lessons can be learned when we use proven 

methods in new contexts. In more concrete terms does the results suggest policymakers to 

reinforcing the transparency and reliability of banks. This might help individuals globally to 

achieve better financial well-being.  

 

 

Keywords:  Financial competence · Financial confidence · Trust in bank systems · Financial 

behavior · Financial well-being · Gender differences · Developing country · Lao People's 

Democratic Republic  
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Sammanfattning 

För att öka sunt ekonomiskt beteende och ekonomiskt välbefinnande bland människor i olika 

länder behöver vi en forskning som utvecklas utifrån olika lokala perspektiv. Vi har genomfört 

en fältstudie i låginkomstlandet Laos, baserad på en tidigare studie från ett höginkomstland. 

Vi undersökte sambandet mellan individuella skillnader i finansiell kompetens, finansiellt 

självförtroende, numerisk förmåga och förtroende för banksystem på finansiellt beteende och 

ekonomiskt välbefinnande. Vi använde ett mångfaldigt urval av studenter (N=620) från The 

National University of Laos. Vi fann att varken finansiell kompetens, ekonomiskt 

självförtroende eller numerisk förmåga kan förutsäga frekvent engagemang i sunt ekonomiskt 

beteende och finansiell ångest när vi kontrollerar för självkontroll och socio demografi. 

Förtroende för banksystem har å andra sidan ett betydande samband med sunt ekonomiskt 

beteende och ekonomisk oro. När det gäller ekonomisk trygghet fann vi att finansiell 

kompetens och förtroende för banksystem har samband med att känna mer trygg i ekonomiska 

frågor. Att vara kvinna är dessutom negativt relaterat till att känna ekonomisk trygghet. 

Annars hade båda könen liknande nivåer av ekonomisk kompetens, självförtroende, numerisk 

förmåga, beteende och ångest. Våra resultat visar att många lärdomar kan dras när vi använder 

beprövade metoder i nya sammanhang. I mer konkreta termer tyder resultaten på att politiska 

beslutsfattare borde stärka bankernas transparens och tillförlitlighet. Detta kan hjälpa 

individer globalt att uppnå bättre ekonomiskt välbefinnande. 

 

 

Nyckelord:  Finansiell kompetens · Finansiellt självförtroende · Förtroende för banksystem · 

Finansiellt beteende · Finansiellt välmående · Könsskillnader · Utvecklingsland · Lao People's 

Democratic Republic    
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1. Introduction 
 

“Compound interest is the eighth wonder of the world. They who understand it, earn it; they 

who do not, pay it.” 

~ Albert Einstein 

Financial matters are an essential aspect of everyday life. The evolution of financial markets 

has caused individuals to trust and engage with complex financial products and services. Not 

everyone is able to navigate this complexity successfully. Instead, they buy things they cannot 

afford, do not save enough for retirement, and fail to pay bills on time. Independent of their 

financial behavior, people also differ in how much they worry about financial matters and how 

secure they feel about their financial situation (Joo & Grable, 2004; Lind et al., 2020). Hence, 

there are individual differences that influence people’s propensity to engage in sound financial 

behaviors (Campbell, 2006) and to feel good about their financial situation (Lind et al., 2020). 

It is still uncertain how individual differences influence financial behavior and well-being, 

especially in countries where there are limited financial resources, low human capital, and high 

corruption indexes. This is surprising as it is a key when designing interventions and educational 

programs aimed to increase sound financial behavior and well-being. Hence, our study aims to 

explore individuals' variations in financial competence, financial confidence, numeracy, and 

trust in bank systems, and their impact on financial behavior and well-being in Laos, officially 

Lao People’s Democratic Republic. 

Laos is in Southeast Asia and has some of the poorest education indicators in the region 

(European Union, 2023). According to the World Bank (2023) school enrollment at a tertiary 

level was 14% in 2020. The Lao People’s Revolutionary Party (LPRP) is the ruling political 

party in Laos and is essentially in control over the media and information flow in the country 

(Reporters without Borders, 2023). The existing information and data are sometimes difficult 

to accessible to the public. During our stay in Laos, we experienced challenges with this. The 

new Prime Minister, Sonexay Siphandone, from 2022 has expressed strong commitments to 

improving the efficiency and transparency of public administration, including fighting 

corruption (European Union, 2022). Previous studies have shown that transparency is promoted 

as one of the most important medicines against corruption (Lindstedt & Naurin, 2010). 
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According to Transparency International (2022), which publishes a yearly report of the 

Corruption Perception Index (CPI) 1  of 180 countries worldwide, Laos ranks 134 with a 

transparency score of 29. This makes them the third most corrupt country in The Association of 

Southeast Asian Nations (ASEAN) bloc (Transparency International, 2022). The European 

Union has a partnership to support public finance management reforms in Lao PDR (2022). 

One of the outputs to be delivered from this partnership is, among others, strengthened 

capacities for cash expenditure and debt management. Moreover, domestic banks are closely 

related to the Laotian government (Bank of the Lao PDR, n.d). More specifically, there are 

totally two fully domestic commercial banks, and both owned by the Ministry of Finance under 

the supervision of the central bank of Laos2 (Bank of the Lao PDR, n.d). These conditions make 

Laos an interesting country to use proven methods from Lind et al. (2020) and supplement them 

with a variable about trust in bank systems in Laos. In this study, we will also conduct 

qualitative interviews to get a better understanding of the added variable and its effect on 

financial behavior and well-being. 

Laos’ government has more policy objectives than simply eliminating corruption. They also 

have significant goals for gender equality and women’s and girl’s empowerment (European 

Union, 2022). For instance, great progress has been made in Laos toward girls’ school 

attendance and gender parity in education. However, rooted gender inequalities continue to 

keep girls and boys from having equal opportunities in their lives (Unicef, 2017). Previous 

studies in the subject have also highlighted gender difference. Due to this inequality, this study 

will pay attention to gender while studying individuals' differences in financial competence, 

financial confidence, numeracy, and trust in bank systems, and their associations with financial 

behavior and financial well-being. A better understanding of the associations based on gender 

can help organizations and institutions in developing inclusive and favorable financial 

conditions for the citizen.  

 

 

 

 
1 The Corruption Perceptions Index (CPI) ranks countries around the world, based on how corrupt their public 
sectors are perceived to be. The results are given on a scale of 0 to 100, where 0 is highly corrupt and 100 is very 
clean. 
2 Bank of the Lao PDR. 
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1.1 Purpose of the Study and Research Questions 

The purpose of this study is to investigate how individuals' financial competence, financial 

confidence, numeracy, and trust in bank systems are associated with financial behavior and 

financial well-being. Furthermore, the aim is to investigate how gender may be correlated to 

the investigated variables. The research questions used to answer this are the following.  

- To what extent are financial competence, financial confidence, numeracy, and trust in 

bank systems associated with financial behavior among students at the National 

University of Laos? 

- To what extent are financial competence, financial confidence, numeracy, and trust in 

bank systems associated with financial well-being among university students at the 

National University of Laos? 

1.2 Methodological Approach 

To answer our research questions, a minor field study (MFS) was performed. With financial aid 

from SIDA, we traveled to Laos for ten weeks to collect materials from the National University 

of Laos. The material contains data collected from 620 students. The students answered 

questions about their financial competence, financial confidence, numerical ability, trust in bank 

systems, financial behavior, and financial well-being. The questionnaire took place in March 

2023. Furthermore, to get a deeper understanding of students' perspectives on the questions 

under investigation, three qualitative interviews were conducted.   
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2. Previous Research 
 

Financial knowledge refers to an individual’s knowledge related to personal finance concepts 

and products. The research about financial knowledge can be divided into two groups: objective 

and subjective. Objective financial knowledge is what we refer to as financial competence and 

subjective financial knowledge is what we refer to as financial confidence. In comparison to 

objective and subjective financial knowledge, financial competence and confidence are often 

perceived as more intuitive. However, financial competence is financial knowledge stored in 

an individual's memory (Lusardi & Mitchell, 2014). It can be assessed by using knowledge-

based questions. Financial confidence, on the other hand, is one’s own confidence in having the 

ability to engage in a particular behavior (Lind et al., 2020). One method for evaluating financial 

confidence is through self-assessment, where individuals are asked to rate their own level of 

financial knowledge (Lind et al., 2020). 

Financial competence’s selling point is that it is positively associated with important financial 

behaviors. Previous studies have found that people with financial skills perform better in 

retirement planning (Almenberg & Säve-Söderbergh, 2011; Lusardi & Mitchell, 2017a; van 

Rooij et al., 2011a), and have emergency funds (Babiare & Robb, 2014). In 2012, OECD 

submitted an analysis where financial competence and financial behavior in fourteen countries 

across four continents were processed (Atkinson & Messy, 2012). The outcome indicates a 

consistently positive association between financial competence and financial behavior for each 

participating country. Respondents with higher financial competence exhibit more positive 

behaviors (Atkinson & Messy, 2012). This kind of research is limited on populations based in 

lower-middle income countries. Our study is therefore contributing with knowledge of how 

financial competence relates to financial behavior in a lower-middle income country, such as 

Laos.  

Financial confidence has also been shown to be an important driver of sound financial behavior 

(Farrell et al., 2016; Robb et al., 2015). For example, a person with more confidence in their 

financial knowledge is more likely to make sound long-term investment decisions (Parker et al., 

2011). In relation to financial competence, previous studies have found that confidence in one's 

financial ability is a better predictor of savings behavior than financial competence (Anderson 

et al., 2017). Similarly, Lind et al. (2020) found financial confidence to be the strongest 

predictor of financial behavior in comparison to financial competence and other cognitive 

abilities. One explanation for confidence being a stronger predictor of financial behavior than 
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actual competence is that people with high financial confidence might be reluctant to avoid 

financial information and advice (Lind et al., 2020; Barrafrem et al., 2020; Kramer, 2016).  

Financial competence and confidence are not the only predictors of sound financial behavior.   

Gender has also a fragmented association with financial behavior. Previous studies on high-

income countries indicate that men have some healthier financial behaviors than women, such 

as trading behavior (Barber & Odean, 2001), savings behavior (Fisher, 2010), and keeping to a 

budget (Hayhoe et al., 2000). Lind et al. (2020) used a broader measurement for financial 

behavior, the Financial Management Behavior Scale (FMBS), and found that women have 

healthier financial behavior than men, even though they have lower scores in financial 

competence and confidence. The gender differences in financial competence align with studies 

by Fonseca et al. (2012), Lusardi & Mitchell (2008) and, Bucher-Koenen et al. (2016) which 

demonstrate that gender is a key driver of financial competence and confidence. The general 

pattern for a developing country in the OECD seems to be that financial behavior is negatively 

associated with being a female (Atkinson & Messy, 2012).  

Sound financial behavior is the primary focus of most financial education programs, yet another 

important goal should be to contribute to financial well-being. Financial well-being has been 

shown to be positively associated with general life satisfaction (Diener et al. 2010; Easterlin 

2006; Hojman et al., 2016; Johnson & Krueger 2006; van Praag et al., 2003; Woodyard & Robb 

2016). Thus, it is essential to understand if different individuals’ abilities affect financial well-

being. When examining the relationship between financial knowledge and financial well-being, 

the outcomes are mixed. Studies like this paper's methodology show that financial competence 

and confidence are positively associated with financial well-being (Lind et al., 2020; Joo & 

Grable, 2004: Zulfiqar & Bilal, 2016). However, it is noteworthy that earlier research has shown 

a rather negative association between financial competence and financial well-being (Seay et 

al., 2015; Xiao et al., 2014). One possible explanation for these mixed results could be how 

financial well-being is measured, such as if the measure focuses on emotions towards financial 

matters or the level of satisfaction related to a current financial situation (Lind et al., 2020). 

Regarding gender difference, Lind et al. (2020) found that being a woman are negative linked 

to financial well-being (Lind et al., 2020). There is limited research on financial competence, 

confidence and gender relate to financial well-being in developing countries. Many countries 

such as Argentina, Indonesia, and Laos are still unconnected to the “scientific debate” of 

financial well-being (Asha & Vikas, 2021). Thus, there is a knowledge gap within the subject 

in developing countries. 
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Another predictor of the study is numerical ability, which is the ability to apply mathematics to 

real-life situations (Darriet et al., 2021). Numeracy has been proven to have a positive 

association to better decision-making (Cheung et al., 2014; Corgnet et al., 2015; Gerardi et al., 

2013; 2014; Oechssler et al., 2009; Strömbäck et al., 2017). Despite these findings, Lind et al. 

(2020) could not show any relationship between numerical ability and financial behavior nor 

with financial well-being. Most other studies about financial knowledge, behavior and well-

being have not been considering numeracy (Lind et al., 2020). In addition, numeracy have been 

shown to be high correlated with financial competence (Skagelkund et al., 2018). Thus, there 

is of importance to include numerical abilities simultaneously, and explore to which extent it is 

linked with financial behavior and well-being. 

The last predictor of the study is trust in the banking system, we refer to trust in bank systems 

as the confidence and reliance individuals have in the banking system. This independent 

variable has also been positively associated with financial decision-making (Burke & Hung, 

2021) and financial well-being (Hoang et al., 2022). More specifically, previous studies find 

trust in banks as a driver of participation in the stock market, a correlative factor with the 

amount held in equities, and an important predictor of someone receiving financial advice 

(Burke & Hung, 2021; Guiso et al., 2008; El-Attar & Poschke, 2011). Furthermore, there is a 

recent study from Vietnam where they found that when bank customers have trust and is 

engaged with the bank, financial stress is reduced, and financial security is ensured (Hoang et 

al., 2022). This is in line with Losada-Otalora and Alkire's (2019) study, where they addressed 

the impact of banking information transparency on the perceived financial well-being of 

customers. However, limited research has been conducted on the effects of trust in the banking 

system on financial well-being in the context of financial knowledge. Thus, our study provides 

a novel contribution by adding trust in the bank systems in a proven method as it is of 

importance of sound financial behavior and well-being. 
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3. Methodology 
 

To study how individual differences are associated with financial behavior and financial well-

being, we have performed one questionnaire and three interviews. In this chapter, we first 

explain the procedure of the questionnaire and thereafter, we describe the procedure of the 

interviews. It is worth mentioning that we applied the Lind et al. (2020) method in the 

questionnaire. Throughout our stay we noticed a difference between Sweden and Laos 

concerning trust in governments. The two domestic banks in Laos are closely related to the 

Laotian government. To adapt to the local context, a variable about trust in bank systems was 

added. Initially, we only planned to have a questionnaire. As the process unfolded, we also 

chose to include interviews about what individual differences influence respondents' financial 

behavior and well-being. The interviews mainly focused on the newly added variable, trust in 

bank systems. The interviews gave us a more complex understanding of the result shown from 

the questionnaire and thus added credibility to the result. 

3.1 The Questionnaire 

3.1.1 Participants and Procedure of the Questionnaire 

The participants were recruited from the National University of Laos, and the samples consisted 

of 620 master's and bachelor's students. All the data were collected during March 20233. The 

questionnaire took between 2.27 and 30.55 minutes to finish, with an average duration of 13.53 

minutes. The distribution of the questionnaire took place in multiple locations, partly in 

classrooms and at the student cafeteria situated on the main campus4. The reason why we chose 

to use both locations was, firstly, to be able to reach out to more students. Secondly, this allowed 

us to include students from different faculties. During the distribution of the questionnaire, a 

translator was present. The translator was a student at the National University of Laos that was 

additionally working as a research assistant at the university. At the beginning of each session, 

instructions regarding the structure of the questionnaire were read out loud. We informed the 

students about the confidentiality of the gathered material. The participants were further 

informed that they were not allowed to cooperate or talk to each other during the session. 

Additionally, they were prohibited to use any calculator or other tools while answering the 

questionnaire. The instructions were first given in English, followed by Lao language. As a 

gesture of gratitude, the first 300 students received a small, sponsored gift from Linköping 

 
3 More specifically, the dates were 20, 21, 22, 23, 27, and 29 of March 2023. 
4  Dongdok Campus. 
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University for their participation5. The teaching assistants who assisted with the preparation and 

execution of the study were also presented with small gifts.  

The questionnaire was first written in English and later translated into Lao by one of our 

assistants. Following the translation, a comprehensive review of the questionnaire was 

conducted by us together with another assistant to ensure accurate translation. The 

questionnaire was administered using Qualtrics. A QR- code was provided to make it 

convenient for the participants to access the questionnaire through their personal smart devices. 

The original plan was to collect data in one day, this to reduce the risk of disseminated 

information about the questionnaire to other potential participants. Due to limited resources, 

this was not possible. By distributing the questionnaire to different grades and faculties, 

information regarding the questionnaire was less likely to be spread. When conducting the 

questionnaire, 810 students were initially participating. However, 140 respondents did not 

complete the questionnaire. Consequently, only the data from the students who fulfilled the 

questionnaire was considered for the result and analysis. Additionally, due to the gender focus 

in the study, only respondents who entered female or male as a gender were treated. The reason 

for the dropout varied. For example, in one instance a class needed to change classrooms while 

they fulfilled the questionnaire. The interruption may have posed challenges to the students' 

focus and affected their willingness to complete the questionnaire. Moreover, we could observe 

a gradual decline in student focus throughout the questionnaire. These observations will be 

elaborated on and addressed further in the methodological discussion. Additionally, three 

international students from India, Japan, and North Korea were not able to complete the 

questionnaire due to their limitations in the Lao language. 

Moreover, to avoid potential shortfalls and increase the quality of the finished questionnaire, a 

pilot was conducted. This included 12 students attending courses at the main campus of the 

National University of Laos. The pilot took place in a classroom on the 7th of March 2023. The 

completion time ranged from 9 to 17 minutes, and all these answers were excluded from the 

results and analysis. After we conducted the pilot, some changes were needed. Firstly, a question 

about the respondents’ socioeconomic situation was missing possible answers, thus this was 

fixed. Secondly, some small adjustments in the language were made with the help of our 

research assistants. These changes clarified the contents of the questionnaire for the respondents. 

 
5  Given the limited availability of gifts, it was not possible to provide a gift to all participating students in the 
questionnaire. 
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3.1.2 Material 

The questionnaire contained 7 sections and 41 questions 6 . The questionnaire collected 

information on four independent variables: financial competence, financial confidence, 

numeracy, and trust in the bank systems. Data was also collected on two dependent variables: 

financial behavior, and financial well-being. Lastly, the questionnaire gathered data regarding 

our control variables: self-control and sociodemographic.  

To measure the first independent variable, financial competence, four knowledge-based 

questions were used. The questions were multiple-choice and have been used in previous 

studies (Lind et al., 2020, van Rooij et al., 2012, Skagerlund et al., 2018). The first three 

questions tested elementary financial knowledge. More specifically, Question 1 addressed 

interest rate, Question 2 concerned inflation, and Question 3 was about diversification. The 

fourth question, on the other hand, tested participants' knowledge of the relationship between 

bond prices and the interest rate. The average number of correct answers for the total sample 

was 1.52 (SD = 0.91), and 0.97% of the respondents had all four of the financial knowledge 

questions correctly.  

To measure the second variable, financial confidence, participants were asked to rate their own 

financial knowledge on a five-point Likert scale, where 1 meaning very low and 5 meaning 

very high. This is slightly different from the method used in Lind et al. (2020) as they had a 

scale between 1 and 7 instead, where 1 meaning very low and 7 meaning very high. The mean 

value of financial confidence among the participants was 2.89 (SD = 0.88)   To measure the 

third predictor, numeracy, a combination of the three items adapted from Scheartx et al. (1997) 

and the Berlin Numeracy test (BNT) developed by Cokely et al. (2012) was used. These 

questions and the corresponding results can be found in Appendix A. Lastly, to measure trust in 

bank systems, participants were asked to rate their trust in bank systems on a scale from 1 to 5 

where 1 meaning very low and 5 meaning very high. 

The first dependent variable, financial behavior, was measured by using the Financial 

Management Behavior Scale (FMBS) developed by Dew and Xiao (2011). The questions and 

corresponding results can be seen in Table 1. The FMBS covers a wide range of financial 

behaviors needed to ensure a sound financial situation, both in the short run (e.g., paying all 

bills on time) and in the long run (e.g., saving for retirement). Originally, the FMBS scale 

consisted of 12 items. Since the scale is not adapted to students’ conditions, we excluded four 

 
6  To get an overview of the full questionnaire, please see Questionnaire in Appendix A. 
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questions. For each item, participants were asked to indicate how often they had engaged in a 

certain financial behavior on a scale from 1 to 5, 1 meaning complete agreement with the 

statement and 5 meaning complete agreement with the statement. If an individual had a higher 

FMBS score, that indicated that the individual was more frequently engaged in sound financial 

behavior. The second dependent variable was financial well-being which was measured by 

combining two different scales. The first scale is the Financial Anxiety Scale (FAS) (Funfgeld 

& Wang, 2009) and the second is the Financial Security Scale (FSS) (Strömbäck et al., 2017). 

On each question, the respondent answered how well they agreed on the different statements 

on a five-point Likert scale, with 1 indicating complete disagreement with the statement and 5 

indicating complete agreement with the statement. An example of a statement about financial 

anxiety is: I tend to postpone financial decisions as long as possible. An example of a statement 

about financial security is: I feel secure in my current financial situation. Moreover, a higher 

FAS score indicated that the individual experienced a higher level of anxiety related to financial 

matters. A higher FSS score indicated that the individual experienced a higher level of security 

concerning their financial situation. All the questions and corresponding results can be seen in 

Table 1. 

Table 1. The Financial Management Behavior Scale (FMBS) 

 

 

 

 

Items               Mean score   Sd 

Financial Management Behavior Scale (FMBS)     

1. Comparison shopped when purchasing a product or service   3.09  1.17 

2. Kept a written or electronic record of your monthly expenses   3.05  1.39 

3. Stayed within your budget or spending plan    3.43  1.20 

4. Began or maintained an emergency savings fund    3.41  1.29 

5. Saved money from every paycheck     3.30  1.28 

6. Saved for a long-term goal such as a car, education, home, 

etc   3.36  1.30 

7. Contributed money to a retirement account    2.61  1.32 

8. Bought bonds, stocks, or mutual funds     1.92  1.21 

FMBS average             3.02   0.79 

The range for all items was 1 to 5.         
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Table 2. Measures of Financial Well-being 

 

 

To measure the control variable, self-control, we used a method developed by Tangney et al. 

(2004). The participants answered 5 statements on a five-point Likert scale (1 meaning do not 

agree and 5 meaning fully agree with the statement). The statements were: “I have a hard time 

breaking bad habit”, “I get distracted easily”, “I am good at resisting temptation”, “I do things 

that feel good at the moment but regret later on “, and “I often act without thinking through all 

the alternatives”. The other control variables were sociodemographic, which can be found in 

the questionnaire in Appendix A. 

3.1.3 Strategy for Analysis 

As a first step, the numeracy part was processed so all answers were in numerical form7. When 

the data was processed, we performed t-tests for the four independent variables that, according 

to the previous research, have been proven to affect individuals’ financial behavior and well-

being. Consequently, financial competence, financial confidence, numeracy, and trust in bank 

systems were each divided into two subgroups. One group represented a high level while the 

other group represented a low level. On performance-based questions (financial competence 

and numeracy), the respondents who answered correctly on half or more of the questions were 

categorized as “high level”. People who failed to answer at least half of the questions correctly 

were categorized as “low level”. Regarding the subjective-based measures (financial 

confidence and trust in bank systems), we divided the respondents who had rated themselves 

 
7 In the numeracy part some students had answered in letters instead of numbers. 

Items 
          

Mean 

score Sd  

The Financial Anxiety Scale (FAS)     

 1. I get unsure by the lingo of financial experts  2.82 0.97  

 2. I am anxious about financial and money affairs  3.50 1.11  

 3. I tend to postpone financial decisions as long as possible  3.66 1.38  
 4. After making a decision, I am anxious whether I was 

right or wrong  3.35 1.31  

 FAS average  3.33 0.73  

The Financial Security Scale (FSS)     

 1. I feel secure in my current financial situation  2.80 1.12  

 2. I feel confident about my financial future  2.80 1.12  
 3. I feel confident about having enough money to support 

myself in retirement, no matter how long I live  2.76 1.22  

 FSS average         2.79 0.91  

The range for all items was 1 to 5.        
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as four or above on the scale as “high level”. Accordingly, students who had rated their 

knowledge and trust as below four were categorized as “low level”. This strategy of analyzing 

enabled us to get an overview of the results before we included the control variables.  

The next step of the strategy was to utilize an ordinary least squares (OLS) regression 

framework to estimate the association between our independent and dependent variables. We 

included all cognitive measures and trust in bank systems as continuous variables. The 

regression specification followed: 

𝑌𝑖  =  𝛽0 +  𝛽1𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑐𝑜𝑚𝑝𝑒𝑡𝑒𝑛𝑐𝑒𝑖  +  𝛽2𝐹𝑖𝑛𝑎𝑛𝑐𝑖𝑎𝑙 𝑐𝑜𝑛𝑓𝑖𝑑𝑒𝑛𝑐𝑒𝑖  +  𝛽3𝑁𝑢𝑚𝑒𝑟𝑎𝑐𝑦𝑖

+  𝛽4𝑇𝑟𝑢𝑠𝑡 𝑖𝑛 𝑏𝑎𝑛𝑘 𝑠𝑦𝑠𝑡𝑒𝑚𝑠𝑖  +  𝛽𝑋𝑖 + 𝑢𝑖 

where Yi is either financial behavior (measured by the FMBS) or level of financial well-being 

(measured by the FAS or the FSS) for individual i. Before we ran the whole model, we 

investigated if financial competence, financial confidence, numeracy, and trust in the bank 

systems affect financial behavior and financial well-being individually. In all regressions we 

controlled for gender, age, born in the capital, student of the faculty of economics and business 

administration, number of completed years at the university, self-control, and socioeconomic 

background. For all regressions, we assessed multicollinearity using the VIF test and checked 

for a correlation between relevant variables in a correlation matrix. Lastly, heteroskedasticity 

and autocorrelation-consistent standards errors have been calculated and taken into 

consideration. 

3.2 Interviews 

3.2.1 Participants and Procedure of the Interviews  

Interviews were also conducted and took place during April 2023. In total, three open-ended 

interviews were held in English, where eight questions were asked8. All questions can be found 

in Appendix B. Open-ended interviews are favorable because they reveal the feelings of the 

involved parties (Patton, 1990). However, the questions were carefully created to avoid 

ambiguity and unclear answers. The questions were also of neutral characteristics, and the usage 

of leading language was avoided. This eliminated the risk of the respondents being affected by 

how the questions were formulated. To ensure that the questions were adequate, we received 

feedback from our supervisor. The questions were subsequently modified considering the given 

feedback. For the first two interviews, we did not ask any follow-up questions. For the last 

 
8 One of these questions was if the respondent had anything to add regarding the subject. 
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interview, we modified the approach by asking supplementary questions. This was since the 

respondents answered less precisely in the interview than in previous everyday life 

conversations. This is a sign the interviews consist of sensitive topics. This will be further 

discussed in the Methodical Discussion. The supplementary questions were of neutral attribute 

and were important for the understanding of the subject in a Laotian context.  

All respondents were informed, both in writing and verbally, that their participation was 

voluntary and that their names and answers would remain confidential. They were also 

informed that the interview would be recorded and transcribed. All three participants agreed on 

the conditions. As recommended by Raworth et al. (2012) the interviews were arranged in a 

way that enabled them to be conducted in a calm environment minimizing other people and 

distractions. More specifically, the first two interviews were held in a conference room at a 

hotel and the third one took place at an office at the National University of Laos. However, at 

one time, the interview for R3 got interrupted. The interruption did not appear to affect the 

response since it was between two questions. At this time, we stopped the recording to simplify 

the transcription. During all the interviews, we tried to keep neutral body language and facial 

expressions to not influence the answers. Small nods and smiles arose to show interest in the 

respondents and to make them comfortable. Moreover, the interviews ranged in duration from 

13 to 39 minutes and the three respondents were from two different faculties. 

3.2.2 Sampling 

The respondents included in the interviews were all students from the National University of 

Laos. Before the recruitment, we considered gender and the field of studies. Moreover, the 

respondents were recruited by using the snowball effect. We had earlier been in contact with 

two of the students from a common contact. We knew they spoke English fluently which was a 

necessity to arrange and conduct the interviews. Furthermore, this facilitated a comfortable 

environment for the interviewees, enabling them to feel at ease while sharing information about 

their personal financial matters. One of these two respondents assisted us to find a third 

participant who showed interest in partaking in the study. When deciding sample size, we took 

into account the limited amount of time in Laos and the purpose of the interviews. The 

interview's function was to only be a supplementary part of the questionnaire. In addition, there 

are no definite rules for how big or small a sample size in a qualitative approach should be 

(Patton, 1990). We, therefore, chose to have three interviews conducted. 
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3.3 Methodological Discussion 

Regarding the quantitative part, the questionnaire contained self-assessment questions when 

measuring financial management and financial well-being. This kind of question, where the 

respondents themselves are going to estimate their own ability, might create bias. The students 

may give the more socially acceptable answer rather than being truthful. On the other hand, 

self-assessment questions are an effective approach, and by studying over 600 individuals 

sampling errors are reduced and the precision of estimates is increased. Furthermore, when 

using a numerical scale there are some potential disadvantages. For instance, the respondents 

may exhibit a tendency to select responses towards the middle of the scale or have a consistent 

pattern of responding. On the contrary, a five-point scale provides a straightforward and clear 

rating system that minimizes confusion for the respondents. It also helps to motivate the 

respondents to fulfill the questionnaire as the approach is time efficient.  

One point of interest was that not all the students completed the questionnaire: this could be an 

indicator that the questionnaire was too long. We could see that the focus among the students 

declined while the questionnaire was being answered. To avoid this happening, a less time-

consuming questionnaire might be preferable. A potential solution could be to only have multi-

choice questions instead of open-answer questions that require relatively more cognitive 

exertion. On the other hand, open answers eliminate the risk of guessing or approximation when 

the respondents are unsure or have a lack of knowledge regarding the subject. A further aspect 

of concern is that there is a potential risk of the validity of the findings due to students from the 

faculty of economics and business administration being more likely to be selected. Respondents 

from the same faculty are more likely to share knowledge and experience with each other 

compared to respondents from different faculties. The advantage of using many respondents 

from the faculty of economics and business administration is that we had an agreement with the 

dean of this faculty to enter all the classes. To enter other facilities, we needed new letters of 

approval which were a time-consuming procedure and had a need of translators.  

Regarding the interviews, the sample size was relatively low. Since we had limited resources, 

we contacted students that we were already familiar with. Knowing the students from the 

beginning could increase the credibility of the answers as they had confidence in us. This is 

especially important since our questions could be perceived as sensitive. The sensitivity of the 

questionnaire was noticed by one of the students (R1), who stated:  
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“As I see it, not so many people are willing to reveal their financial behavior to what I would 

say to a stranger or a person that they have just met this morning. So, this kind of survey is a 

bit risky, especially in our society “  

(R1, 8 April 2023). 

Furthermore, we could observe a difference in their personal characteristics in everyday life 

between those who spoke fluent English and those who did not. Even though we required all 

the interviewees to speak English. This created an exclusion of non-English speakers and might 

lead to a misrepresentation of the respondents. On the other side, the aim was not to represent 

all the respondents in the interviews. For further research within the field, it would be interesting 

to include people who do not speak English. 

3.4 Ethics 

How much information about the questionnaire should be given to respondents is a difficult 

ethical dilemma. This is because when information is not given, participant transparency is 

reduced. Earlier studies have experienced stereotype threat9 regarding financial literacy (Lind 

et al., 2020). Therefore, we decided to give the students limited information regarding the 

purpose of the study in both the quantitative and qualitative parts. Limiting the information 

about the study could minimize the potential effects of stereotype threat on the result. 

Nevertheless, to still give the students some context, they were informed that we were collecting 

data regarding personal financial matters. Moreover, in the questionnaire, we strived to be 

gender inclusive. We, therefore, chose to include “other” as an option in the question regarding 

the individual’s gender. The respondents that answered “other” were removed from the result 

as the papers aim to explore gender differences. There were too few respondents with the gender 

other to explore potential differences between men, women, and others. Moreover, regarding 

the interviews, we shared information about the purpose of the study, the usage of the recording, 

and the confidentiality of the material collected. After the interviews, we sent the transcribed 

material to the participants for approval. All the material used in this paper has been approved 

by the respondents. 

 

 

 
9  Stereotype threat is the fear or anxiety of confirming a negative stereotype about one's social group (e.g., 
women are bad at math). 
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4. Results  

 
The characteristics and the general results of the sample are displayed in Table 3, where the 

results are presented as a total sample and separated by gender. The final sample consisted of 

620 participants (65.7% women). The mean age in the sample was 20.19 (SD =1.58), and 57.3% 

of the sample belongs to the Faculty of Economics and Business Administration. When the 

results are unadjusted, females and males constantly score similarly in financial competence, 

financial confidence, numeracy, and trust in bank systems. The genders had no differences in 

reported financial behavior or financial security, but in financial anxiety, men reported a higher 

score than women. The result from the general preliminary sanity checks showed that the VIF 

values are between one and three. These values indicate that the multicollinearity is low. The 

VIF test is available in Appendix C. We also checked the correlations between relevant variables. 

There is an insignificant correlation between financial competence and numeracy. This is not 

in line with Skagerlund et al. (2018), who found that numeracy is a key factor that predicts 

financial competence. The correlation matrix is available in Appendix D. Lastly, calculation of 

heteroskedasticity and autocorrelation-consistent standards errors are included in the result that 

is presented in all regressions. 

Table 3. Descriptive statistics of the total sample and divided by gender 

              Gender     

          Total   Female Male Sig 

N     620 (100%) 402 (65.7%) 218 (35.3%)  
Financial competence score, mean (sd)  1.52 (0.91) 1.54 (0.90) 1.46 (0.91)  
Financial confidence score, mean (sd)  2.89 (0.88) 2.89 (0.89) 2.89 (0.87)  
Numeracy score, mean (sd)   1.08 (1.11) 1.09 (1.08) 1.08 (1.16)  
Trust in bank systems score (sd)  2.82 (1.13) 2.81 (1.08) 2.84 (1.21)  
Self-control score, mean (sd)   2.85 (0.64) 2.91 (0.68) 2.95 (0.70)  
Age, mean (sd)    20.19 (1.58) 20.10 (1.45) 20.36 (1.80) * 

Born in the Capital, n (%)   297 (47.9%) 196 (48.8%) 101 (46.1%)  
Students in economics and business, n (%)  356 (57.4%) 250 (62.2%) 106 (48.4%)  
Completed years, mean (sd)   2.58 (0.97) 2.66 (0.92) 2.44 (1.03) *** 

Parents with university studies or higher, n (%) 255 (41.1%) 158 (39.3%) 97 (44.3%)  
Socioeconomic score, mean (sd)  5.85 (1.73) 5.90 (1.69) 5.77 (1.80)  
FMBS score, mean (sd)   3.02 (0.97) 2.00 (0.80) 3.06 (0.79)  
FAS score, mean (sd)   3.33 (0.73) 3.35 (0.71) 3.30 (0.77)  

FSS score, mean (sd)     2.79 (0.91) 2.70 (0.88) 2.94 (0.94) *** 

*p < 0.1; **p < 0.05; ***p < 0.01 

Socioeconomic score refers to subjective socioeconomic status. The level is measured by using a socioeconomic 

ladder, where the respondents place themselves on a scale from 1-10, 1 meaning the people who are the worst off 

and 10 meaning the people who are the best off. FMBS refers to as Financial Management Behavior Scale, FAS 

refers to as Financial Anxiety Scale, and FSS refers to as Financial Security Scale. 
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4.1 Financial Behavior 

Figure 1 shows four panels where each panel illustrates two groups: high respectively low 

cognitive abilities and trust in the bank systems. The bar charts show weak and insignificant 

differences between sound financial behavior and three of the main outcome variables of the 

paper: financial competence, financial confidence, and numeracy. More specifically, 

respondents categorized as having high financial competence scored 3.04 (SD=0.79) on the 

FMBS, and respondents with low financial competence scored 3.00 (SD=0.81; t(613)=0.44, 

p=0.66). Respondents with high financial confidence had an average score of 2.97 (SD=0.75), 

and respondents with low financial confidence had an average score of 3.03(SD=0.80; t(190)=-

0.76, p=0.045) on the FMBS. Regarding numerical ability, a similar result was observed. 

Respondents with high numeracy had an average score of 2.99 (SD=0.80), and respondents 

with low numeracy scored an average of 3.04 (SD=0.79; t(355)=0.68, p=0.50). One of the 

outcome variables, trust in bank systems, shows a difference in financial behavior scores 

between the respondents with high and low trust. The respondents with high trust in bank 

systems are more engaged in sound financial behavior than respondents with low trust in bank 

systems. Participants with high trust in bank systems scored 3.21 (SD=0.84) and respondents 

with low trust scored instead 2.95 (SD=0.77; t(270)=3.48, p<0.01) on the FMBS. All analyses 

were conducted without adjusting for self-control and sociodemographic. 
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To further investigate the result in Figure 1, we are conducting regressions analysis to explore 

the three cognitive abilities and trust in bank systems’ associations with financial behavior. We 

are controlling self-control and sociodemographic. Table 4 shows the result from these 

regressions. The estimate for financial competence, shown in Model (1), is 0.027. This means 

one more correct answer in the financial competence had close to zero effect on the average 

score of FMBS, all else equal. For financial confidence in Model (2), the estimate is 0.062. This 

is also classified as a negligible effect. Model (3) shows numerical abilities associated with 

financial behavior. The estimate is -0.032, which is also close to zero. Even though previous 
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Figure 1 Financial Behavior and financial well-being vary by cognitive abilities and trust in bank systems.  
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studies have shown the opposite. They have instead shown a strong link between financial 

competence and confidence in financial behavior. Previous studies have also shown a strong 

association between numerical ability and better decision-making, which our result does not 

show. The estimate for trust in bank systems, shown in Model (4), is 0.101. This means one 

more unit of trust in bank systems increases the average score of financial behavior by 0.101 

units. In Model (5), all the four main predictor variables were simultaneously included in the 

model. Only trust in the bank systems remained as a statistically significant predictor of 

financial behavior, at a 1% significance. In Model (5) we can also see that both men and women 

had the same level of engagement in sound financial behavior when controlling for all cognitive 

abilities and trust in bank systems. 

Table 4. Financial Behavior (FMBS) as a function of financial knowledge and other characteristics 

 

In the interviews we could notice that the participants experience a positive connection between 

their own financial knowledge (competence and confidence) and their financial behavior. For 

example, R1(08 May, 2023) is saying that she had less money at the end of the month and asked 

herself if she was overusing her money, but found that she was only using her money on 

necessities. She continues by explaining that if she had more financial competence, she could 

    (1) (2) (3) (4) (5) 

Financial competence 0.027    0.032 

  (0.034)    (0.034) 

Financial confidence  0.062   0.068* 

   (0.039)   (0.038) 

Numeracy    -0.032  -0.031 

    (0.028)  (0.028) 

Trust in bank systems    0.101*** 0.103*** 

     (0.028) (0.028) 

Female  -0.11 -0.104 -0.110 -0.103 -0.100 

  (0.067) (0.067) (0.067) (0.067) (0.066) 

Self-control  -0.070 -0.066 -0.072 -0.071 -0.066 

  (0.048) (0.048) (0.045) (0.045) (0.045) 

R²  0.074 0.077 0.075 0.093 1.101 

Number of observations 620 620 620 620 620 

*p < 0.1; **p < 0.05; ***p < 0.01 

All regressions are ordinary least square. The dependent variable is the mean score on the Financial 

Management Behavior Scale (FMBS), the possible range is between 1 and 5. All independent variables 

are continuous variables except female which is a dummy. All specifications include controls for age, 

completed semesters, field of studies, if they are born completed semesters, field of studies, if they are 

born in the province of Vientiane, if their parents are educated and their trust level educated and educated 

and their trust level in the financial sector. An extended table showing these estimates can be found in 

Appendix E. Robust standard errors in parentheses.  
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change her financial behavior and thereby minimize her expenses. Regarding the predictor, trust 

in bank systems, the result from the questionnaire shows some similarities. The regression 

showed a positive connection between trust in banks and financial behavior and the interviews 

also indicate a positive connection. In the interviews, everyone said that bank applications 

promote their financial behavior. For example, the bank application simplifies checking the 

balance (R1, 08 May 2023), daily purchasing (R2, 09 May 2023), and paying fees (P3, 21 May 

2023). This can be explained by if the participants have enough trust for the bank to use their 

services, it will promote their sound financial behavior.  

To summarize the result of financial behavior, neither financial competence, financial 

confidence, nor numeracy have any significant association to financial behavior. In contrast, 

the interviews indicate a positive relationship of financial knowledge (competence and 

confidence). The only variable that has a significant positive connected with financial behavior 

in the regression is trust in bank systems. The interviewees explain similar positive links. 

4.2 Financial Well-being 

We performed the same type of analysis on financial well-being as the one we conducted on 

financial behavior. Financial well-being is measured by the financial anxiety scale (FAS) and 

financial security scale (FSS). Figure 1 shows that there are no significant differences between 

respondents with high respectively low cognitive abilities (financial competence, financial 

confidence, and numeracy) and their FAS score. In other words, respondents with high 

cognitive abilities felt the same amount of anxiety related to financial matters as those who 

were categorized as having low cognitive abilities. More specifically, those with high financial 

competence scored, on average, 3.35(SD=0.68) on the FAS, while the ones with a low level of 

financial competence scored, on average, 3.31 (SD=0.78; t(599)=0.70, p=0.48). Regarding 

financial confidence, respondents with high levels scored, on average, 3.32(SD=0.77) on the 

FAS, while those with low levels of financial confidence scored, on average, 3.34(SD=0.72, 

t(173)=0.06, p=0.95). Respondents with high numeracy scored on average 3.32(SD=0.73), and 

those with low numeracy scored on average 3.34(SD=0.73, t(355)=-0.67, p=0.84) on the FAS. 

When we look at trust in the bank systems instead, we can see a significant difference between 

respondents with high respectively low levels. Respondents with high trust in bank systems 

scored 3.46(SD=0.73) on the FAS, and students with low trust scored 3.29(SD=0.73, t(365)=-

0.93, p<0.01) .  
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To explore the research questions about the associations between individuals’ differences and 

financial well-being we are doing an OLS regression on FAS. The result from the regression 

can be found in Table 5. Financial competence, financial confidence and numeracy do all have 

insignificant beta coefficients close to zero. When looking at trust in bank systems instead, we 

can see trust in bank systems has a significant beta coefficient at 1% significance level. This is 

the case both in Model (4) when only adjusting for control variables and in Model (5) where 

we are adjusting both for cognitive abilities and sociodemographic. The coefficient in both 

models is 0.078. This means when an individual increases their trust in bank systems with one 

unit, their financial anxiety will increase with 0.078 units. This is a relatively small association. 

Furthermore, gender shows no significant connection with an individual's level of financial 

anxiety. 

Table 5. Financial Anxiety (FAS) as a function of financial knowledge and other characteristics 

After presenting the first one scale of financial well-being, we will look at the second scale: 

financial security (FSS). As earlier, figure 1 presents the group differences in financial security 

(FSS) between individuals with high and low cognitive abilities and trust in bank systems. 

Financial confidence and trust in the bank systems are the only outcome variables with a 

significant difference between respondents with high and low scores. This indicates that 

  
  (1) (2) (3) (4) (5) 

Financial competence 0.003    0.005 

  (0.033)    (0.033) 

Financial confidence  -0.010   -0.007 

   (0.037)   (0.037) 

Numeracy    -0.017  0.017 

    (0.027)  (0.026) 

Trust in bank systems    0.078*** 0.078*** 

     (0.026) (0.026) 

Female  0.052 0.051 0.051 0.056 -0.055 

  (0.064) (0.064) (0.064) (0.063) (0.064) 

Self-control  -0.078* -0.079* -0.079* -0.079* -0.080* 

  (0.046) (0.046) (0.046) (0.046) (0.046) 

R²  0.018 0.018 0.018 0.032 0.032 

Number of observations 620 620 620 620 620 

*p < 0.1; **p < 0.05; ***p < 0.01 

All regressions are ordinary least square. The dependent variable is the mean score on the Financial 

Anxiety Scale (FAS), the possible range is between 1 and 5. All independent variables are continuous 

variables except female which is a dummy. All specifications include controls for age, completed 

semesters, field of studies, if they are born completed semesters, field of studies, if they are born in the 

province of Vientiane, if their parents are educated and their trust level educated and educated and their 

trust level in the financial sector. An extended table showing these estimates can be found in Appendix F. 

Robust standard errors in parentheses.   
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respondents with high financial confidence had a lower score in financial security than those 

with low financial confidence. More specifically, respondents with high financial confidence 

scored 2.64 (SD=0.92) on the FSS, and students with low financial confidence scored 2.82 

(SD=0.90, t(178)=-2.0, p<0.05). This is surprising as Lind et al. (2020) showed a big difference 

where individuals with high financial confidence instead score higher than the ones with low 

confidence. Trust in banks is once again showing that the respondents with high levels of trust 

score significantly higher on the FSS than the ones with low levels. Respondents with high trust 

in bank systems scored 3.21 (SD=0.87) on the FSS, and students with low trust scored 

2.95(SD=0.89, t(295)=0.06, p<0.01).   

Table 6 shows the outcome from the OLS regression related to feelings of financial security. 

The effect of financial competence was associated with a greater sense of financial security in 

Models (5) with a significant level of 5 %, when controlling for cognitive abilities, trust in bank 

systems, and sociodemographic. Subjective financial knowledge and numeracy both have 

insignificant coefficients close to zero. Trust in bank systems is again significantly and are 

positively associated with feelings of financial security. This means that the respondents that 

score one unit higher on the scale of trust in banks increase their financial security score by 

0.243 units. The associations with gender and our dependent variable have earlier been non-

existent but for financial security gender matters. All the models show a coefficient between -

0.266 and -0.282 and are significant on a 1% level. This means, independent of other factors, 

women feel less secure about their financial situation compared to men. 
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Table 6. Financial Security (FSS) as a function of financial knowledge and other characteristics 

 

In the interviews financial knowledge (competence and confidence) shows weak associations 

with financial well-being. Instead, the respondents highlight the importance of money for well-

being. For example, R3 (21 May, 2023) states that if he doesn't have enough money, he feels 

insecure about what will happen next month. He also says that if people do not have money, 

they don't feel financially confident. Regarding trust in bank systems, the respondents 

experience a connection with financial well-being. R1 (08 May, 2023) points out the importance 

of banks for keeping money safe. She continues by saying that money is fragile and breaks 

easily. R2 (09 May, 2023) also mentions the crucial role of banks in providing a sense of security 

regarding one’s finances. 

“For example, some people do not really trust the bank… maybe not really trust the bank but 

they don't really rely on the bank system. So they would rather waste their money in some way.“  

(R1 08 May, 2023) 

  

  
  (1) (2) (3) (4) (5) 

Financial competence 0.075*    0.085**  

  (0.040)    (0.038) 

Financial confidence  -0.004   0.010 

   (0.045)    (0.043) 

Numeracy    -0.022  -0.020  

    (0.032)  (0.031) 

Trust in bank systems    0.243*** 0.245***  

     (0.031) (0.031)  

Female  -0.282*** 0.280*** -0.281*** -0.266*** -0.268***  

  (0.077) (0.0077) (0.077) (0.074) (0.031)  

Self-control  -0.029 -0.032 -0.033 -0.032 -0.029 

  (0.056) (0.056) (0.056) -0.053 (0.053) 

R²   0.070 0.065 0.066 0.152 0.160 

Number of observations 620 620 620 620 620 

*p < 0.1; **p < 0.05; ***p < 0.01 

All regressions are ordinary least square. The dependent variable is the mean score on the Financial 

Security Scale (FSS), the possible range is between 1 and 5. All independent variables are continuous 

variables except female which is a dummy. All specifications include controls for age, completed 

semesters, field of studies, if they are born completed semesters, field of studies, if they are born in the 

province of Vientiane, if their parents are educated and their trust level educated and educated and their 

trust level in the financial sector. An extended table showing these estimates can be found in Appendix G. 

Robust standard errors in parentheses.  
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To summarize the result of financial well-being, when exploring financial anxiety as an 

outcome variable, we see that trust in bank systems is the only predictor that has a significant 

association with more anxiety. Financial security, on the other hand, has three significant 

predictors: financial competence, trust in bank systems and gender matters. Financial 

competence has a small positive association with security, trust in bank systems has a more 

solid positive link with feeling secure. Being a woman is negatively associated with financial 

security. The interviews indicated similar associations where financial knowledge is less linked 

to financial well-being and banks seem to have a crucial role in providing a sense of confidence 

and security regarding one’s finances. 

 

 

 

 

 

 

 

 

 

 

 

 

 

  



25 
 

5. Discussion 
 

Financial matters are an essential aspect of everyday life, no matter where you live in the world. 

The evolution of financial markets has caused individuals to trust and engage with complex 

financial products and services. Understanding how financial knowledge and trust in bank 

systems relate to financial behavior and financial well-being is important for policymakers 

when developing interventions and educational programs. Right now, it is uncertain how 

individual differences effects financial behavior and well-being where there are limited 

financial resources, low human capital, and high corruption indexes. Our result, conducted in 

Laos, shows that financial competence and gender do only relate to feel more financial security. 

Financial confidence is not linking to neither financial behavior, anxiety nor security. Trust in 

bank systems, on the other hand, predicts both financial behavior and financial well-being.  

5.1 Main Findings 

A major discovery from this study is that financial competence and confidence have no 

significant associations with financial behavior. These findings were surprising as they are not 

in line with prior studies exploring similar financial behaviors components (Almenberg & Säve- 

Söderbergh, 2011; Babiarz & Robb, 2014; Lind et al., 2020; Lusardi & Mitchell, 2017). A 

potential explanation for the discrepancy is that the previous studies have been done in a context 

where general financial conditions are good, human capital high and corruption index low. This 

study could find neither any associations between numeracy nor financial behavior. This is 

harmonious with previous studies that include numeracy in this kind of context (Lind et al., 

2020). Worth mentioning, without a financial behavior context previous research has found 

instead that numeracy related with better decision-making (Peters et al., 2006). The last finding 

about financial behavior in this study is that higher trust in bank systems predicts sounder 

financial behavior. This finding is in line with previous research that has explored that trust in 

banks is a driver of certain sound financial behavior (Burke & Hung, 2021).  

In this study, financial well-being was measured by combining two facets: financial anxiety and 

security. The determinants of these two aspects of financial well-being have been a largely 

neglected area of research. Thus, our results make an important contribution. However, 

financial anxiety cannot be predicted by financial competence or confidence. This finding is in 

contrast with previous research. Numerical ability is neither robustly linking to financial anxiety. 

Financial security in contrast to financial anxiety is showing a small positive link between 

financial competence and security. Moreover, both scales of financial well-being show no 
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association with financial confidence. This is in contrast with previous research that instead 

suggest that financial confidence is positively related to measures of financial well-being (Joo 

& Grable, 2004; Seay et al., 2015; Xiao et al., 2014). A possible explanation for this 

dissimilarity is that our study is based in Laos, which is a country, among other developing 

countries, that have been unconnected from research on financial well-being (Asha & Vikas, 

2021). Another potential explanation is that there is no standardized way to measure financial 

well-being. Our measures of financial well-being focus more on emotions and feelings towards 

financial matters while other studies, except from Lind et al. (2020), typically focus more on 

the level of satisfaction related to current financial conditions. For both financial anxiety and 

security, trust in bank systems is positively related to financial well-being. This finding is in 

line with previous studies that suggest a positive relationship between customers loyalty and 

financial well-being (Hoang et al., 2022).  

The last core outcome of this study is that there are no differences in sound financial behavior 

and level of anxiety about financial matters between the two genders. Regarding financial 

security, women feel less secure than men. This suggests that although there is no gender 

difference in engagement in sound financial behaviors and feelings of worries, women still feel 

less secure about financial matters. The fact that gender differences were only noticed in one 

out of the three outcome variables when controlling for cognitive abilities and 

sociodemographic is unexpected. It is surprising since previous studies, such as Lind et al. 

(2020) have found a positive association between being female and having sound financial. 

They also found that women have poorer financial well-being compared to men, when 

controlling for cognitive abilities and sociodemographic. Additionally, it is surprising as Laos 

has rooted gender inequalities that keep females and males from having equal opportunities in 

their lives (Unicef, 2017). A possible cause of this is that only thirteen percent of the population 

in Laos enrolls in tertiary education, but in our sample, 42% of the respondents have at least 

one parent that attended university or higher. This might lead to the people that attend the 

National University of Laos coming from similar sociodemographic conditions where there is 

more gender equality. In addition, the university is in the capital of Laos. One of the respondents, 

R3 (21 April, 2023), mentions this in the interview by saying there are different conditions in 

different parts of the country. He explains that life in the countryside varies from life in the 

capital. He explains that an investment does not always have to be measured solely in monetary 

terms: a cow, for example, can be an investment in some parts of Laos. 
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5.2 Limitations and Further Research 

Our study contributes important information to the field, but some limitations should be noted. 

Firstly, the sample consists of students attending the National University of Laos. As mentioned 

earlier, it is only thirteen percent of the population of Laos that attends tertiary education. This 

restriction of the sample might bring a potential lack of generalization on the broader population 

of Laos. Although it seems reasonable to believe that, for example, trust in bank systems leads 

to better financial behavior and well-being for a general Lao person. On the other hand, 

collecting data at the National University of Laos has promoted the number of participants 

(N=620). It would have been difficult to obtain the same large sample size as this study provides 

if other methods of data collection had been adopted.  

The second limitation to discuss is the way we are measuring numeracy. In Skagerlund et al. 

(2018) they found that numeracy is a key factor that predicts financial competence, while our 

correlation matrix between these two variables indicates a correlation close to zero. One 

potential reason for the different outcomes is that it needs more cognitive effort to answer the 

numeracy part with open answers compared to the financial competence questions with multiple 

choices. In our study, we have 236 respondents that have no correct answers out of four of the 

numeracy questions. The number of respondents that have zero correct answers out of four of 

the financial competence questions is 85. Another potential reason for the non-existing 

correlation is that all the questions have often been used in the context of a high-income country. 

Laos has one of Southeast Asia’s poorest education systems and it seems reasonable to assume 

that this reflects cognitive abilities.  

Lastly, the analyses in this paper are correlative in nature which means we cannot make 

reasoning about causality. On the other hand, it seems logical to suggest, for example, that 

higher trust in bank systems leads to healthier financial behavior and well-being. It is, on the 

other hand, also possible that better financial behaviors lead to higher trust in bank systems. 

The suggestion for future studies is to manipulate financial competence and confidence to create 

causality.  
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5.3 Implications and Conclusions 

Our findings suggest that there is still lot to be learned about how financial knowledge and 

trust in bank systems contribute to (un)sound financial behavior and financial well-being. 

Especially in country where good financial condition, education and transparency cannot be 

taken for granted. Most studies have been made with context of developed countries. Our 

study is therefore contributing to the existing knowledge in the subject as we consider the 

local context by adding the variable trust in bank systems. The outcome is that trusts in bank 

systems is related to financial behavior and financial well-being. This suggest that policy 

makers should seek to reinforcing the transparency and reliability of banks. This might help 

individuals globally to achieve better financial well-being.  

  



29 
 

6. References  

Anderson, A., Baker, F., & Robinson, D. T. (2017). Precautionary savings, retirement 

planning and misperceptions of financial literacy. Journal of financial economics, 126(2), 

383-398.https://doi.org/10.1016/j.jfineco.2017.07.008 

Almenberg, J., & Säve-Söderbergh, J. (2011). Financial literacy and retirement planning in 

Sweden. Journal of Pension Economics and Finance, 10(4), 585–598. 

https://doi.org/10.1017/S1474 747211000497. 

Atkinson, A., & Messy, F. A. (2012). Measuring financial literacy: Results of the 

OECD/International Network on Financial Education (INFE) pilot study.  

https://www.oecd-ilibrary.org/finance-and-investment/measuring-financial-

literacy_5k9csfs90fr4-en.  

Babiarz, P., & Robb, C. A. (2014). Financial literacy and emergency saving. Journal of 

Family and Economic Issues, 35(1), 40–50.https://doi.org/10.1007/s10834-013-9369-9. 

Bilal, M., & Zulfiqar, M. (2016). Financial wellbeing is the goal of financial literacy. 

Research Journal of Finance and Accounting, 7(11), 94-103. 

https://core.ac.uk/download/pdf/234631442.pdf 

Barber, B. M., & Odean, T. (2001). Boys will be boys: Gender, over- confidence, and 

common stock investment. Quarterly Journal of Economics, 116(1), 261–292. 

https://doi.org/10.1162/0033553015 5640. 

Barrafrem, K., Västfjäll, D., & Tinghög, G. (2020). Financial Homo Ignorans: Measuring 

vulnerability to behavioral biases in house- hold finance. JAMA. 

https://doi.org/10.31234/osf.io/q43ca.  

Bank of the Lao P.D.R. (n.d). BANKS IN LAOS. Retrieved from 

https://www.bol.gov.la/en/index 

BTI transformation index. Laos country Report 2022. Retrieved from: https://bti-

project.org/en/reports/country-report/LAO#pos8 (2023-04-28).  

 

Bucher-Koenen, T., Alessie, R., Lusardi, A., & Van Rooij, M. (2016). Women, confidence, 

and financial literacy. European Investment Bank, http://institute.eib.org/wp-

content/uploads/2016/10/women-conf-lit.pdf  
 

Burke, J., & Hung, A. (2021). Trust and financial advice. Journal of Pension Economics & 

Finance, 20(1), 9-26. doi:10.1017/S147474721900026X 

https://www.cambridge.org/core/journals/journal-of-pension-economics-and-

finance/article/trust-and-financial-advice/F4E248EBDAB3054207988FC75BEBB55F 

Cheung, S. L., Hedegaard, M., & Palan, S. (2014). To see is to believe: Common expectations 

in experimental asset markets. European Economic Review, 66, 84–96. 

https://doi.org/10.1016/j.euroecorev .2013.11.009. 

https://doi.org/10.1016/j.jfineco.2017.07.008
https://doi.org/10.1017/S1474%20747211000497
https://www.oecd-ilibrary.org/finance-and-investment/measuring-financial-literacy_5k9csfs90fr4-en.
https://www.oecd-ilibrary.org/finance-and-investment/measuring-financial-literacy_5k9csfs90fr4-en.
https://core.ac.uk/download/pdf/234631442.pdf
https://doi.org/10.31234/osf.io/q43ca
https://www.bol.gov.la/en/index
https://bti-project.org/en/reports/country-report/LAO#pos8
https://bti-project.org/en/reports/country-report/LAO#pos8
http://institute.eib.org/wp-content/uploads/2016/10/women-conf-lit.pdf 
http://institute.eib.org/wp-content/uploads/2016/10/women-conf-lit.pdf 
https://www.cambridge.org/core/journals/journal-of-pension-economics-and-finance/article/trust-and-financial-advice/F4E248EBDAB3054207988FC75BEBB55F
https://www.cambridge.org/core/journals/journal-of-pension-economics-and-finance/article/trust-and-financial-advice/F4E248EBDAB3054207988FC75BEBB55F


30 
 

Cokely, E. T., Galesic, M., Schulz, E., Garcia-Retamero, R., & Ghazal, S. (2012). Measuring 

risk literacy: The berlin numeracy test. Judgment and Decision Making, 7(1), 25–47. 

https://doi.org/10.1017/S1930297500001819 
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7. Appendix  
 

Appendix A: Questionnaire in English 

Part 1 - descriptive statistics  

1. Is this the first time you have answered this questionnaire 

• Yes 

• No  

• I don’t know 
 

2. Are you a student at the National University of Laos? 

• Yes 

• No  

• I don’t know 

 
3. Enter your gender   

• male  

• female  

• Other 

 
4. Enter your age  

 
5. Enter the number of completed years of studies 

 

6. Enter your field of studies  

• The faculty of Economics and Business Administration 

• The faculty of Education  

• The faculty of Social science 

• The faculty of Natural science 

• The faculty of Environment science 

• The faculty of Latter/language  

• The faculty of Forestry 

• The faculty of Architecture 

• The faculty of Sport 

• The faculty of Engineering  

• The faculty of Law 

• The faculty of Health  

• Other 

• I don’t know  
 

7. Enter the province you grow up in  

• Attapeu province 

• Bokeo province 

• Bolikhamxai province 

• Champasak province 

• Houaphanh province 

• Khammouane province 

• Luang Namtha province 

• Luang Prabang province 

• Oudomxay province 

• Phongsaly province 

• Salavan province 



34 
 

• Savannakhet province 

• Vientiane province 

• Vientiane Prefecture 

• Sainyabuli province 

• Sekong province 

• Xaisomboun province 

• Xiangkhouang province 

• Other 

 
8. Did any of your parent's complete university studies or higher?  

• Yes 

• No  

• I don’t know 

 

 
9. Think of this ladder as representing where people stand in Laos.  

At the top of the ladder are the people who are the best off – those who have the most money, 

the most education, and the most respected jobs. At the bottom are the people who are the 

worst off – those who have the least money, least education, the least respected jobs, or no job. 

The higher up you are on this ladder, the closer you are to the people at the very top; the lower 

you are, the closer you are to the people at the very bottom. 
 

Where would you place yourself on this ladder? 
Please place a number in the box below from the rung (1-10) where you think you stand at this 

time in your life relative to other people in Laos. 
 

 
 

Part 2 - Financial behavior  

On a scale form 1(not at all) to 5(every month): How often have you engaged in the following 

financial behavior over the past 6 months:  

 
1. Comparison shopped when purchasing a product or service 

2. Kept a written or electronic record of your monthly expenses 

3. Have used a budget or spending plan 

4. Began or maintained an emergency saving fund 

5. Saved money from every pocket money / income 

6. Saved for a long-term goal such as a car, education, home, etc 

7. Contributed money to a retirement account? 

8. Bought bonds, stocks, or mutual funds  
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Part 3 - Financial well-being  

On a scale from 1 (complete disagreement) to 5 (complete agreement): How much do you 
agree with the following statements? 

 

3.1 The Financial Anxiety Scale  
1. I get unsure by the lingo of financial experts  

2. I am anxious about financial and money affairs  

3. I tend to postpone financial decisions as long as possible  

4. After making a decision, I am anxious about whether I was right or wrong  

 
3.2 The Financial Security Scale  

5. I feel secure in my current financial situation  

6. I feel confident about my financial future  

7. I feel confident about having enough money to support myself in retirement, no matter how 

long I live  

Part 4 Financial sophistications 

Responds to every question, please choose one alternative 

4.1 Objective financial knowledge  

1. Suppose you had $10 (American Dollar) in a savings account and the interest rate was 

2% per year. After 5 years, how much do you think you would have in account if you left 

the money grow?  

• 1. More than $10 

• 2. Exactly $10  

• 3. Less than $10  

• 4. Don’t know  

2. Imagine that the interest rate on your savings account was 1% per year and inflation 

was 2% per year. After 1 year, would you be able to buy more than, exactly the same as 

or less than today with the money in this account? 

• 1. More than today with the money in this account 
• 2. Exactly the same as today with the money in this account  
• 3. Less than today with the money in this account 
• 4. Don’t know 

3. Do you think that the following statement is true or false? “Buying a single company's 

stock usually provides a safer return than a stock mutual fund. “ 

• 1. True  

• 2. False 

• 3. Don’t know 

4. Normally, if interest rates rise, what will typically happen to bond prices?  

• Rise  

• Fall 

• Stay the same  

• There is no relationship between bond price and the interest rate  
• Don’t know 
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4.5 Subjective financial knowledge 

1. On a scale from 1 (very low) to 5 (very high): How would you rate your level of financial 

knowledge?  

 

Part 5  Numeracy   

Respond to every question, please write your answer in the box below. Only numbers. 

 

 
1.  Imagine that we throw a fair coin 1000 times. How many times do you think the coin 

will show tails? 
 

2. In a small Laotian lottery, the chance of winning 10 dollars is 1 %. What is your best 

guess about how many people will win the 10 dollar prize if 1000 people each by a single 

ticket?  

3.  In another lottery, the chance of winning a car is 1 in 1000. What percent of tickets win 

a car? 
 

4. Out of 1 000 people in a small town, 500 are members of a choir. Out of these 500 

members in the choir 100 are men. Out of these 500 inhabitants that are not in the choir 

300 are men. What is the probability that a randomly drawn man is a member of the 

choir? Please indicate the probability in percent.  

 

Part 6 - Self-control 

On a scale from 1 (complete disagreement) to 5 (complete agreement): How much do you agree with 

the following statements? 

 
1. I have a hard time breaking bad habits  

2. I get distracted easily 

3. I’m good at resisting temptation 

4. I do things that feel good in the moment but regret later on 

5. I often act without thinking through all the alternatives 
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Appendix B: Interview questions 

1. On which occasions do you talk about financial matters? For example, the bank's 

functions, investments, loans, saving behaviors, inflation, etc. Where do you 

speak about these things? 

 

2. How do banks, schools, and government take responsibility for education about 

financial services and financial knowledge? 

 

3. Can you describe for what purpose you use your bank application? 

 

4. Would you like to see any changes in the personal bank system?  

If yes, which changes would you like to see?  

 

5. How necessary is financial knowledge to you? Please motivate your answer.  

 

6. Who in the household where you grow up is responsible for the household’s 

finances? Household finance refers to paying off loans, bills, groceries, savings, 

and investments.  

 

7. How would you describe your relationship between happiness and money?  

 

8. Do you have any other comments or thoughts you would like to share after you 

have answered these questions? It can be anything regarding the topic.  
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Appendix C: VIF Test 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

  

Variable 
VIF value 

Financial competence 1.026467 

Financial confidence 1.231586 

Numeracy 1.012524 

Trust in bank systems 1.039919 

Gender 1.078176 

Age 1.870176 

Completed years of studies 2.356723 

Field 1.806794 

Born in the capital 1.067131 

Parents with university or higher education 1.157782 

Socioeconomic score 1.048981 

Self-control 1.008096 
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Appendix D: Correlation Matrix 

 

  

    FMBS  FAS  FSS  Competence Confidence Numeracy Trust  

FMBS          

FAS   0.25***       

FSS   0.40*** -0.01      

Competence  0.05 0.01 0.09**     

Confidence 0.07* -0.03 0.02 0.00    

Numeracy -0.03 -0.02 -0.02 -0.02 0.00   

Trust   0.17*** 0.13*** 0.31*** -0.04 -0.04 0.00  
Selfcontrol 0.02 -0.04 -0.01 -0.03 -0.02 -0.01 -0.01 
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Appendix E: OLS regression on Financial Management Behavior Scale (FMBS) 
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Appendix F: OLS regression on Financial Anxiety Scale (FAS) 
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Appendix G: OLS regression on Financial Security Scale (FSS) 

 

 


