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Abstract 
Small and medium-scale enterprises (SMEs) in the mineral mining 
sector in Balochistan are deployed in a financially constrained 
environment where capital intensity, low cash flow, commodity 
price fluctuations, regulatory requirements, and lack of 
managerial specialization expose the SMEs to financial 
constraints. In this study, the researchers investigate whether SME 
owner/managers’ financial literacy improves financial 
management in this regard. The concept of financial literacy is 
regarded as a multi-dimensional managerial competence of 
financial knowledge, financial attitude, financial skills, and 
financial behaviour, and financial management refers to 
budgeting, liquidity management, investment appraisal, financial 
planning, financial risk management, capital decision, and 
financial control. The experimental design that was adopted was 
positivist, cross-sectional quantitative design. A structured 
questionnaire was used to collect data from the 83 owners, owner-
managers, managers, and financial managers of mineral-mining 
SMEs in Balochistan, which were analysed in SPSS software. The 
reliability was acceptable for all constructs, with a Kaiser-Meyer-
Olkin statistic of .953, which is considered to have good sampling 
adequacy. The multiple regression model was statistically 
significant with a value of F(4,75)=93.344, p<.001(83.3% 
variance explained; adjusted R2=.824) for financial management. 
Financial skills were the strongest predictor (β=.397, p<.001), 
followed by financial attitude (β=.227, p=.001) and financial 
behaviour (β=.222, p=.006). The financial knowledge variable 
had a positive correlation with the dependent variable, but this 
correlation was insignificant at the 5% level (β=.178, p=.053). 
The results reveal that financial capability which goes beyond 
knowledge but applied is the key to good financial management in 
mining SMEs. 
Keywords: Financial Skills, Financial Management, Financial 
Literacy, SMEs, Mining 

1. Introduction 
SMEs play a crucial role in developing economies by turning entrepreneurial initiatives into jobs, local 

value-added, and market participation. However, their contribution is very dependent on the quality of 
managerial decisions made when resources are scarce. Financial management is particularly important 
because the choices of cash, working capital, debt, investment, cost control, and risk are critical to whether or 
not an enterprise will be able to continue its operations if there is a variation in revenue or uncertain conditions 
in the external environment. The field of financial literacy is a growing area of research that has come to view 
financial literacy in more than a financial way, as a productive skill for managing one’s finances. This 
perspective allows financially knowledgeable decision makers to more effectively process information, 
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evaluate options, evaluate risk, and apply their knowledge of finance to their decision-making process. The 
recent literature has consistently shown that financial literacy is associated with better financial knowledge, 
financial resilience, financial opportunity recognition, access to finance, and financial performance of 
enterprises (Anwar et al., 2020; Lusardi & Mitchell, 2023; Rekha et al., 2025). 

This need is further increased in SMEs involved in mining. Before revenues are received, repeated 
investments of cash are necessary for equipment, fuel, labour, transport, licensing, safety, working capital, 
maintenance, etc. in the mineral extraction and processing sector. The activities also give companies a risk of 
interruptions in production, operational risks, price changes, and regulatory changes. The mineral sector is 
known to have a significant resource potential but is hampered with institutional, fiscal, information, and 
management constraints that make it difficult to invest and develop in the sector (Ashraf & Cawood, 2019). 
The structural problems that these involve demand more of the owners and managers of enterprises in terms 
of their liquidity management, cost forecasting, record keeping, loan appraisal, contingency planning, and 
investment decisions. For the financially weak decision process, such consequences could go beyond 
accounting inefficiency and include limiting a firm’s ability to weather uncertainty, meet obligations, plead 
with lenders, or invest in productive assets. Other studies on financial literacy and SMEs in developing 
economies also confirm that financial literacy is related to planning, bookkeeping, use of financial services, 
financial sustainability, and financial performance of SMEs (Mabula & Dongping, 2020; Yakob et al., 2021; 
Ye & Kulathunga, 2019). 

Financial literacy is most helpful to the current study by being considered in multifaceted ways. 
Financial knowledge relates to the knowledge of interest rates, inflation, financing costs, risk, cash flow, and 
financial statements. Financial attitude is the orientation of decision makers in terms of financial planning, 
saving, control, prudence, and the impact of future financial decisions. Financial skills are defined as the 
ability to use knowledge in a practical way including budgeting, record keeping, cost analysis, assessment of 
investments, and other financial activities. Financial behaviour represents repeated behaviours like cash flow 
tracking, record-keeping, plan reviews, saving, reinvesting, and planning changes. Recent empirical research 
has provided some evidence that these dimensions are correlated, but not synonymous. Financial knowledge 
has a positive impact on financial judgment, but knowledge translated into financial judgment may not 
necessarily translate into financial behaviours; attitudes influence financial planning and control decisions of 
entrepreneurs; and repeated financial behaviours result in institutionalization of financial discipline in the 
business (Goyal et al., 2024; Hirawati et al., 2021; Khawar & Sarwar, 2021). 

The empirical problem associated with the present study is thus not only whether entrepreneurs have 
financial information, but whether the various aspects of financial literacy account for financial management 
in the mineral-mining SMEs in Balochistan. Although there has been significant research on the household, 
consumer, microenterprise, general SME population, and service-sector SMEs, there is still little evidence 
available for mineral-mining SMEs. A recent systematic review shows that financial-literacy research for 
SMEs is growing at a fast pace, but is not yet consolidated in terms of measurement or is not uniform across 
industries and regions (Rekha et al., 2025). The relationship between financial literacy and entrepreneurial 
performance and financial behaviour has been linked by some studies in Pakistan, but these studies are limited 
to contexts other than mineral mining (Khawar & Sarwar, 2021; Nisar et al., 2022). The problem of the study 
is that there is a lack of context-specific evidence that demonstrates the impact of each of the four dimensions 
of financial knowledge, attitude, skills, and behaviour on financial management among SMEs in the mining 
industry in Balochistan, Pakistan. The objective of the study is to examine the individual and collective impact 
of the four dimensions of financial knowledge, attitude, skills, and behaviour on financial management among 
the SMEs of mining industry in Balochistan, Pakistan. The research questions are how each of the four 
dimensions individually predicts financial management and which of them has the most significant impact, 
and why the study is significant because if weak financial decisions pose threats to the continuity, investment 
readiness, and resilience of the SMEs in the mining industry in Balochistan, Pakistan, then the more precisely 
the financial managers are trained, the more effectively the enterprises are supported, and the more effective 
the financial management-development interventions are. The context-specific problem of the study is that 
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there is a lack of evidence that demonstrates the impact of individual and collective effects of each of the four 
dimensions of financial knowledge, attitude, skills, and behaviour on financial management among SMEs of 
mining industry in Balochistan, Pakistan. The objective is to examine how each of the four 

The research focuses specifically on owner-level and managerial financial capability because the 
authors believe that these are the areas where the majority of the banks are likely to have the greatest impact. 
It does not consider financial literacy to be an alternative to capital and stable regulation, market demand, 
infrastructure, and technical mining skills. Rather, it explores an internal managerial capacity which has the 
potential to shape SME reactions to these external factors. This is significant because while individual 
companies may not be able to influence their external environment, the practices of budgeting routines, record 
keeping, cash-flow monitoring, financial planning, risk preparedness, and investment analysis are practices 
that are improved. Research also shows that interventions with the aim of improving financial education are 
more likely to have downstream effects when they create practical skills rather than just impart off-the-shelf 
information (Kaiser et al., 2022). The present study is important in that it examined four of the components 
at the same time to provide evidence on whether applied skills and behaviours are more explanatory than 
knowledge alone in the financial management of mineral-mining SMEs. 
2. Literature Review 
2.1 Financial Literacy as a Managerial Capability 

Financial literacy has shifted from knowing about your own financial situation to the ability to 
understand and make effective financial choices. Lusardi and Mitchell (2023) view financial knowledge as a 
type of human capital since it is built and applied in the decision-making process. It is more challenging to 
describe financial literacy in the SME context than in the context of typical household finance, as the owner-
managers have to apply financial concepts to cash flows, loans, investment, taxes, cost structure, working 
capital, and risk in the context of an SME. In a review of the literature on financial literacy of SMEs and 
MSMEs, Rekha et al. (2025) found that knowledge, awareness, and skills are consistently identified as the 
key components, and there has yet to be a standardized measurement approach for financial literacy. This is 
consistent with the multidimensional operationalization used in the current study where financial knowledge, 
attitude, skills, and behaviour are conceptualized as separate but interrelated parts of financial ability. 
2.2 Financial Literacy and SME Financial Management 

The financial literacy of SMEs is now increasingly related to financial practices within the 
organization, as shown in evidence. A study done by Mabula and Dongping (2020) on financial knowledge 
of SME managers in Tanzania found that financial knowledge was found to be a significant factor in financial 
attitude and behaviour, which in turn had an impact on financial planning and control, bookkeeping, and 
utilization of financial services. These are valuable in linking directly literacy to concrete, firm practices 
without merely considering it as an individual attribute. The same finding was reported by Hirawati et al. 
(2021), which found that there was a positive correlation between financial literacy, risk tolerance, and the 
way microenterprise actors manage their finances. Literacy, as an enterprise resource that helps managers 
grasp debt, saving, insurance, and investment, was found to have a positive effect on SME performance, with 
financially literate owner-managers outperforming others, in Malaysia, according to Yakob et al. (2021). All 
these studies suggest that financial literacy has an effect on financial management and that effect is mediated 
by improving analysis and/or by improving the discipline of financial management. 
2.3 Financial Knowledge 

Financial knowledge is part of financial literacy that involves the cognitive aspect. It covers topics 
such as financial statements, factors affecting interest rates, inflation, financing options, cost of debt, risk-
return relationships, cash flow principles, and financial implications of investment decisions, for SME owners 
and managers. Knowledge is required as without that the managerial decisions cannot be assessed in a 
scientific manner as decision makers cannot decipher the underlying financial statements. The study by Goyal 
et al. (2024) confirms that financial knowledge is a part of financial literacy of micro entrepreneurs and the 
study by Khawar and Sarwar (2021) concludes that there is a positive significant financial literacy–financial 
behaviour relationship in Pakistan. However, there is also literature that indicates that knowledge alone is not 
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enough. On a much larger scale, Kaiser et al. (2022) find that education is effective in increasing knowledge 
and subsequent behaviour, however that the change from knowledge to action depends on the quality and 
applicability of learning. This is particularly important for SMEs in mining because it is not a concept that 
has much relevance if the manager is not able to predict when there will be a liquidity problem and take action. 
2.4 Financial Attitude 

Financial attitude relates to values and orientations towards money, planning, risk, control, and future 
financial consequences of an owner/manager. A positive attitude helps the person to see financial management 
as an ongoing management task, not a crisis management task. In a firm it is manifested as: readiness to make 
budgets, keeping reserves, reviewing expenses, investing profits, making plans for contingencies, and 
obtaining reliable financial information. Financial attitude is related to financial planning, financial control, 
financial bookkeeping, and service utilization of SMEs (Mabula & Dongping, 2020) and attitude is one of the 
major factors in which the financial literacy of micro-entrepreneurs changes (Goyal et al., 2024). The 
relevance for the mineral-mining SMEs is direct as cash commitments are frequently made before output 
revenue is realized: a short-term or fire-fighting financial approach exacerbates liquidity and financing 
constraints, whilst a planning approach helps in earlier detection of financial exposure. 
2.5 Financial Skills 

Financial skills are practical competences in the field of finances. They convert knowledge into the 
operational knowledge of management. This might involve such activities as developing a realistic budget, 
making a cashflow forecast, keeping financial records, establishing unit costs, evaluating financing options, 
analysing investment options, tracking working capital, and interpreting performance reports. This dimension 
is more critical in SMEs as the owners are likely to have multiple financial functions which would be assigned 
to various departments in larger companies. Research from enterprises indicates that there is a strong 
correlation between practical capability and enterprise outcomes. Anwar et al. (2020) revealed that financial 
literacy is significant in opportunity recognition and better SME performance, and Yakob et al. (2021) argued 
that financial literacy in understanding and applying financial concepts impacts the performance of the SME. 
Research and systematic reviews also reveal skills as a common core component of SME financial literacy 
(Rekha et al., 2025). The results indicate that skills might have a relatively high association with financial 
management as they are the most similar to the managerial tasks measured. 
2.6 Financial Behaviour 

Financial behaviour reflects observable and recurring practices that translate financial intentions into 
practices: providing for payments promptly, watching transactions, making records, distinguishing between 
business and personal funds, checking the results of the finances, saving money for future, supervision of 
unnecessary spending, and adjusting plans when circumstances alter. Financial literacy is shown to have 
positive association with financial behaviour in Pakistan-based evidence by Khawar and Sarwar (2021), which 
shows a practical implication of literacy on financial behaviour. Mabula and Dongping (2020) found that 
behaviour was significantly related with bookkeeping and financial services utilization of SME managers. 
Financial literacy and risk taking are also correlated to financial management of microenterprises (Hirawati 
et al., 2021). For a mining SME, financial discipline is especially crucial since lack of regular monitoring or 
documentation of funds causes a worsening cash situation to be unnoticed until the company is facing financial 
challenges. 
2.7 Financial Literacy, Access to Finance, and Enterprise Performance 

The financial literacy/financial management link also has wider literature on access to 
finance/enterprise performance connections. Based on data from SMEs in Ghana, Frimpong et al. (2022) 
found financial literacy and access to digital finance to be related to SME performance. Nisar et al. (2022) 
found that financial literacy, risk tolerance, and entrepreneurial competencies were related to entrepreneurial 
financial performance through psychological and managerial mechanisms using data collected from 541 
SMEs in Pakistan. Financial literacy also positively and significantly influences SME performance as reported 
by Yakob et al. (2021) in Malaysia. Literacy does not guarantee the absence of financing constraints, but these 
studies suggest that if individuals are able to prepare information, consider funding options, communicate 
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with financial institutions, and distribute funds, they may be better equipped to do so if they are financially 
capable. This link is important for SMEs as funding decisions may require large amounts of capital and the 
impact of a bad debt deal may last for long. 
2.8 Financial Literacy and Sustainability Resilience 

Financial literacy, as a capability, has also been mentioned as an enabler to enhance SME sustainability 
and resilience. Financial literacy helps improve sustainability of SMEs in a developing country context as it 
affects access to finance and risk-related capacities, according to Ye and Kulathunga (2019). The resilience 
mechanism is easily applicable to mineral-mining enterprises as the operating context of these enterprises 
includes uncertainty in output, fluctuations in input prices, transportation pressures, and regulatory 
requirements. A firm that has financial records, cash flow forecast, financial reserves, and makes downside 
scenarios would have more options when something goes wrong as opposed to a firm that doesn’t keep 
financial records, has no cash flow forecast, no financial reserves, and no downside scenarios. Financial 
literacy should thus be seen as a financial efficiency predictor as well as a financial preparedness and adaptive 
decision-making capability. This view aligns with the latest research on financial literacy from the financial-
literacy field, which links greater financial literacy to more positive and purposeful financial results (Lusardi 
& Mitchell, 2023). 
2.9 SMEs in Mineral-Mining Sector in Pakistan 

The context of Pakistan’s mineral sector is unique and is used to analyse the financial capacity of its 
managers. Ashraf and Cawood (2019) note the flaws in the country’s mineral-policy and institutional 
environment and recommend having better systems that facilitate and encourage mineral development and 
investments. Their activities are at the policy level, although the impact of their work will be felt by SMEs as 
the informational and planning burden associated with institutional and regulatory uncertainty will be higher 
for them. There is a risk of costly mistakes faced by mining enterprises in their equipment, leases, working 
capital, compliance, labour, transport, and financing choices. Unlike large organizations, SMEs do not often 
have an in-house finance department, so the skills and knowledge of the owner and/or business manager are 
a major component of organizational capability. This context further reinforces the need for conducting tests 
on the dimension of literacy which makes the maximum contribution to financial management in Balochistan 
and not taking the findings from the service firms or households for granted. 
2.10 Empirical Gap and Hypotheses 

The literature reviewed overwhelmingly supports a financial literacy–entrepreneurial outcomes 
relationship, but three gaps are pertinent to the current study. First, there has been a lack of research 
specifically on the internal financial management practices of mining SMEs. Second, research often employs 
a composite financial-literacy measure, making it difficult to determine which aspect of financial literacy—
knowledge, attitude, skill, or behaviour—best explains the results. Third, although the financial and 
institutional environment in Pakistan is unique, the evidence on the roles of SMEs in various sectors is still 
scant. Four hypotheses are tested in this study: 

H1: There is a significant positive relationship between financial knowledge and financial 
management. 

H2: There is a significant positive relationship between financial attitude and financial management. 
H3: There is a significant positive relationship between financial skills and financial management. 
H4: There is a significant positive relationship between financial behaviour and financial management. 
The hypotheses are supported by the observations that the dimensions of literacy affect planning, 

behaviour, funding, and SME outcomes in various contexts of developing economies (Frimpong et al., 2022; 
Mabula & Dongping, 2020; Nisar et al., 2022). 
2.11 Financial Education to Financial Practice 

Another strand in the literature in recent years is around the difference between financial education 
and the creation of financial capability. It’s relevant for SMEs since a training that results in an easy 
identification of new jargon but doesn’t change the way the enterprise plans budgets, keeps accounting, 
assesses loans, or tracks liquidity will have limited value. Based on extensive evidence, Kaiser et al. (2022) 
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demonstrate that financial education is seen to impact financial knowledge and later financial behaviours, but 
the effectiveness of financial education interventions are influenced by the nature of the financial education 
intervention and the financial behaviour that is targeted. The economic benefits of financial literacy also 
depend on better decisions, not just on financial literacy scores; this is the focus in Lusardi and Mitchell 
(2023). But for SMEs, the question is: Does financial learning influence managerial routine? In the present 
model, this argument is used to distinguish between the four components of knowledge, skills, attitude, and 
behaviour. It also argues that education in the sectors is better than general education. It is best for a mining 
owner-manager to become familiar with how to develop a cash-flow projection for fuel purchases, payroll, 
equipment maintenance, transport expenses, and slow customers than to go to a lecture on how to save. 
Similarly, debt education is more beneficial to educate managers to run comparisons of effective financing 
costs, repayments, collateral requirements, and cash-flow coverage. It is implied that financial literacy should 
be evaluated as a capability pathway: knowledge gives concepts, attitude gives willingness to plan and control, 
skills give the ability to apply, and behaviour gives the repeated application of the skills to the organization. 
This pathway aligns with the recent SME literature that focused on financial literacy as a multi-dimensional 
antecedent of financial health and performance (Mabula & Dongping, 2020; Rekha et al., 2025). 
2.12 Theoretical Framework 

The Resource-Based View (RBV) is the theoretical framework for this study, which is based on the 
idea of firm heterogeneity and how resources and capabilities help firms to conduct their activities more 
effectively than their competitors. For the SME context, financial literacy is seen as an intangible managerial 
skill internalized by the owner-manager that is transferred to SME practices, financial control, budgeting, 
record keeping, financing, and/or investment evaluation. Contemporary SME studies have been leveraging 
the RBV for financial literacy, which has advocated that financially literate managers have a capability that 
enhances the allocation of limited organizational resources and thus facilitates better performance (Yakob et 
al., 2021). It is especially relevant to mineral-mining SMEs because the smaller ones have less slack to allocate 
cash, have tight budgets and control of costs, must manage financing, and have to deal with risk, and do all 
of these in such a manner that they can’t afford to do them less well. In a framework, financial knowledge 
refers to a cognitive resource, financial attitude is a managerial orientation towards financial resources, 
financial skills are the capability of using financial resources, and financial behaviour is the routine use of 
financial resources. The model thus suggests that stronger financial literacy should lead to better financial 
management, and that the four dimensions might have different effects because the ability to use the financial 
literacy constructs may be more closely related to financial outcomes than the constructs of knowledge. 
3. Research Methodology 

The study was based on positivist philosophy and quantitative and cross-sectional research design to 
test the relationship between financial literacy and financial management of the mineral-mining small and 
medium-sized enterprises (SMEs) in Balochistan, Pakistan. The study population included SME owners, 
owner-managers, managers, and financial managers engaged in mineral extraction, mineral processing, 
mining services, and a combination of mineral extraction and product making activities. The choice of 
Balochistan was made because the mineral-based enterprises are subjected to various pressures such as capital, 
liquidity, operational, and regulatory pressures which makes financial management very relevant. The 
sampling frame focused on SMEs, and at the design stage, stratified random sampling was planned to ensure 
representation of small and medium enterprises with the aim of maximizing cross-sector coverage of the field 
sampling in administration. Based on the above assumptions a minimum of 77 observations was indicated, 
and 83 responses were collected. The instrument comprised a structured questionnaire, which was available 
in English and Urdu. Financial literacy consisted of four dimensions: financial knowledge, financial attitude, 
financial skills, and financial behaviour; financial management comprised liquidity, budgeting, planning, 
investment, capital structure, risk management, profitability, and financial decision making. Most items used 
were measured on 5-point Likert scales. Descriptive statistics like frequencies and percentages were used to 
analyse the data about the respondent, whereas internal consistency, sampling adequacy, and factorability of 
the data were determined through the use of Cronbach’s alpha, and hypothesis testing was carried out using 
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multiple linear regression. The estimated model is 𝐹𝑀 = 𝛽଴ + 𝛽ଵ𝐹𝐾 + 𝛽ଶ𝐹𝐴 + 𝛽ଷ𝐹𝑆 + 𝛽ସ𝐹𝐵 + 𝜖 , 
respectively, financial management, financial knowledge, financial attitude, financial skills, financial 
behaviour and error term. The level of 𝛼 = .05was the main level used to determine statistical significance. 
The fact that participation was voluntary, the emphasis upon confidentiality and respondents’ awareness that 
the data collected were for academic purposes decreased the sensitivity of the data and facilitated more open 
answers on the questionnaires in the field, which did not request personally identifying information, such as 
business information and profit figures. The analysis of data and results. 
4. Analysis of Data and Results 

The analysis is based on 83 respondents (who come from managerial positions in mineral-mining 
small and medium scale enterprises). Findings are presented first by the characteristics of the respondents and 
enterprises, followed by the reliability and validity of the measurement, overall model fit, regression 
coefficients, and making decisions on the hypothesis. The original statistical outputs were kept and 
significance is interpreted based on the traditional 5% level of significance. This is significant for financial 
knowledge, 𝑝 = .053is only marginally below 𝑝 < .05. 
4.1 Distribution of the Respondents Regarding Enterprise Profile 
Table 1 
Respondent and Enterprise Characteristics (N = 83) 
Characteristic Category Frequency Percentage 
Position in business Owner 41 49.4 
 Financial manager 12 14.5 
 Manager 14 16.9 
 Owner-manager 16 19.3 
Years in operation Less than 3 years 16 19.3 
 3–5 years 39 47.0 
 6–10 years 23 27.7 
 More than 10 years 5 6.0 
Type of business Mineral extraction 40 48.2 
 Mineral processing 11 13.3 
 Mining services 15 18.1 
 Mineral extraction and product making 17 20.5 
Number of employees 1–9 21 25.3 
 10–50 37 44.6 
 51–100 21 25.3 
 More than 100 4 4.8 

 
As it is seen in the respondent profile, the sample is very owner-led. The majority of respondents were 

owner-managers (19.3%) followed by owners (49.4%), managers (16.9%), and financial managers (14.5%). 
A high percentage (over two thirds) of respondents were financial decision makers in an ownership position, 
a factor which is substantively important because in SMEs, financial decisions are often made by the owner 
and not by specialist departments. The percentage of firms with three to five years in operation (47.0%) and 
less than three years (19.3%) also reflects a relatively young industry. 6.0% had been in business for over a 
decade. The sample consisted of mineral extraction (48.2%), mineral extraction and product making (20.5%), 
mining services (18.1%), and mineral processing (13.3%). The employment size of the sample is also 
consistent with the designation of an SME (44.6% of the sample had 10–50 employees, 25.3% had 1–9 
employees and 25.3% had 51–100 employees, with only 4.8% reporting over 100 employees). The 
distributions suggest that most of the results are from relatively small, owner-controlled mines, and relatively 
young in age. 
 



                                                                                                                                                   

433 
  

Title: Financial Literacy and Financial Management in Mineral-Mining Small and Medium-Sized 
Enterprises of Balochistan, Pakistan 

Journal of Business Insight and Innovation 
Volume 5 Issue 10, 2026 

ISSN-p: 3006-2284, ISSN-e: 3006-0982 
https://insightfuljournals.com/ 

4.2 Reliability and Validity 
Table 2 
Reliability and Sampling Adequacy 
Construct/Test Items Statistic Interpretation 
Financial knowledge 5 Cronbach’s α = .845 Good 
Financial attitude 5 Cronbach’s α = .727 Acceptable 
Financial skills 5 Cronbach’s α = .832 Good 
Financial behaviour 5 Cronbach’s α = .738 Acceptable 
Financial management 10 Cronbach’s α = .869 Good 
KMO — .953 Excellent sampling adequacy 
Bartlett’s test — χ²(435) = 1617.221, p < .001 Factorable correlation matrix 

 
The results of the measurement show good internal consistency. Financial knowledge showed a 

Cronbach’s alpha of .845, while financial attitude showed .727, financial skills .832, financial behaviour .738, 
and financial management .869. Most scores are higher than the commonly used .70 limit with financial 
management and financial knowledge having especially high internal consistency. The KMO measure was 
.953 (excellent), and Bartlett’s test of sphericity was statistically significant, χ²(435) = 1617.221, p < .001. 
These results validate the appropriateness of the item set for multivariate analysis and suggest that the 
variables have a sufficient amount of common variance to then perform regression analysis. 
4.3 Multiple Regression Model 
Table 3 
Model Summary and Overall Significance 
R R² Adjusted R² SE estimate F p Durbin-Watson 
.913 .833 .824 .26137 93.344 < .001 2.347 

 
The multiple regression model has good explanatory power. The multiple correlation coefficient was 

R = .913, the R² = .833 and adjusted R² = .824. The four financial-literacy dimensions, therefore, accounted 
for 83.3% of the total variance in financial management in the sample under study. The standard error of the 
estimate was .26137, and the Durbin-Watson statistic was 2.347. The result of the ANOVA test showed that 
the model was statistically significant with F(4,75) = 93.344 and p < 0.001. In substantive terms, the result 
suggests that financial knowledge and attitude, skills and behaviour, if considered simultaneously, are mostly 
related to the differences. 
4.4 Regression Coefficients and Hypothesis Testing 
Table 4 
Regression Coefficients and Hypothesis Decisions 
Predictor B SE β t p Tolerance VIF Decision 
Financial attitude .227 .066 .227 3.412 .001 .503 1.988 H2 supported 

Financial skills .341 .079 .397 4.299 
< 

.001 
.261 3.831 H3 supported 

Financial behaviour .195 .068 .222 2.857 .006 .369 2.710 H4 supported 
Financial 
knowledge 

.152 .077 .178 1.964 .053 .270 3.699 
H1 not supported at α = 

.05 
 
The regression coefficients indicate that there are differences in the contribution of the four 

dimensions. The standardized coefficient (β) was the highest for financial skills (B = .341, SE = .079, t = 
4.299, p < .001). Financial attitude was also significant (β = .227, B = .227, SE = .066, t = 3.412, p = .001), 
as was financial behaviour (β = .222, B = .195, SE = .068, t = 2.857, p = .006). Financial knowledge had a 
positive coefficient (β = .178, B = .152, SE = .077, t = 1.964) but its p value was .053. So, it is not at the 
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standard .05 level and H1 is not accepted in terms of significance at the 5% level, but just barely so at the 10% 
level. H2, H3, and H4 supported. Collinearity statistics were tolerable, with the VIF values all within 
acceptable limits (between 1.988 and 3.831), suggesting that the predictors were correlated, but not 
sufficiently to make the interpretation of the coefficients difficult. This pattern is theoretically significant as 
the dimension most directly related to conducting real-life financial operations is most predictive. 

The findings combine to provide answers to the main empirical questions of the study. Financial 
literacy significantly and collectively explained financial management in the surveyed mineral-mining small 
and medium enterprises. Secondly, the four dimensions are not equal. Evidence is strongest for financial skills 
with financial attitude and financial behaviour coming as the second and third. Thirdly, and most importantly, 
with the other three dimensions controlled simultaneously, there is only marginal statistical evidence that 
financial knowledge is important. This does not mean that knowledge is not relevant but that it might have an 
impact in part through attitudes, skills, and behaviours. Comprehending a financial concept does not mean 
that the liquidity management or investment practice changes, as is the case in an owner-led SME, unless the 
information is transformed into routines and actions of the decision maker. The results thus support the 
concept of financial literacy based on capability, in which practice and competent application are closer to 
effective financial management, rather than the concept of financial literacy based purely on knowledge. 
5. Discussion 

Strong evidence of financial literacy being associated with financial management in mineral-mining 
SMEs of Balochistan has been found but the bond between the two is structurally imbalanced in dimensions 
of financial literacy. The overall model accounts for 83.3% of the variance in financial management which 
suggests that the four dimensions are able to provide a significant proportion of the variance in managerial 
ability and capacity related to budgeting, liquidity control, investment decisions, planning, risk management, 
and other aspects of financial management. This finding aligns with the general findings from international 
SME literature regarding financial literacy and emphasizing that it is a managerial tool, not an individual 
characteristic. In Tanzania, positive correlations between financial literacy and business practices, access to 
finance, opportunity recognition, financial behaviour, or business performance have been reported (Frimpong 
et al., 2022; Mabula & Dongping, 2020; Nisar et al., 2022; Yakob et al., 2021). 

The present research takes this trend a step further into a segment where financial decisions are 
intimately linked with capital needs, the continuity of operations, and the facing of uncertainty. The best 
empirical evidence relates to financial skills. Financial skills were more strongly correlated with financial 
management than attitude, behaviour, or knowledge with a β = .397 and p < .001. The plausibility of this 
finding is reasonable given that skills are the ‘applied’ aspect of financial literacy. Knowing cash, debt, or 
investment only helps a mining SME that is run by an owner or manager who creates budgets, understands 
what the records mean, makes cost estimates, predicts liquidity, compares financing alternatives, and gauges 
investment decisions. The outcome aligns with the overall finding: financial literacy is beneficial if it is 
transferred to become a capability of the organization to guide decision making and allocation of resources 
(Rekha et al., 2025; Yakob et al., 2021). The study also aligns with the studies of Anwar et al. (2020), which 
indicated that financial literacy enhances opportunity recognition and better performance of SMEs. In the 
Balochistan mining scenario, this suggests that in smaller companies, practical skills might be particularly 
relevant as they are unlikely to have specialist finance teams, and the owners of the business may need to 
make operational decisions based on financial information. 

The second strongest significant predictor was financial attitude with a β = .227, p = .001. This argues 
for the fact that, besides technical skills, managerial attitudes towards planning, restraint, risk, and future 
consequences also play a role in financial management. Businesses with a manager that sees financial planning 
as a crucial component of doing business are more likely to have buffers, to review spending, to consider 
financing charges, and to plan for negative outcomes. Similar findings were discovered in Tanzania by Mabula 
and Dongping (2020), who concluded that financial attitude was significantly associated with financial 
planning and control, bookkeeping, and utilization of financial services. Attitude is another significant aspect 
of the financial literacy of micro-entrepreneurs identified by Goyal et al. (2024). The present study thus 
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provides an argument for the interpretation that having knowledge and skills available may not necessarily 
translate to their being mobilized because of attitude. While a short-term approach might promote reactive 
financing in mining SMEs, where the income of the investment is uncertain, a forward-looking approach 
could rather promote risk preparation and disciplined financing. 

Financial behaviour also was a statistically significant predictor (β = .222, p = .006). The outcome 
highlights the significance of repetitive activities. There is no single decision that produces financial 
management; it is the result of ongoing monitoring and record keeping, payment discipline, saving, 
reinvestment, review, and adjustment. In the study of Khawar and Sarwar (2021), it was observed that 
financial literacy has a positive correlation with financial behaviour, based on evidence from Pakistan. 
Financial behaviour was also related to bookkeeping and financial-service use in a similar manner by Mabula 
and Dongping (2020). It is assumed that in this context good behaviour will lead to better timeliness and 
reliability of information for the owner-manager. For instance, a manager that keeps an eye out on cash flow 
each week is more likely to know if they are running low on cash before the payrolls or fuel payments are 
due. A manager who is aware of expenses and keeps records in an organized manner will be able to better tell 
the difference between inefficiency in running the operation and a one-time difference in revenue. Such 
behaviour patterns could then be the means by which financial literacy is observed in real-life management. 

The outcome concerning financial knowledge is more complex to interpret. When skills, attitude, and 
behaviour are included in the same model, its standardized coefficient was positive (β = .178), but it is not 
statistically significant at the 5% level due to the value of p = .053. This is not contrary to the latest research, 
however. Kaiser et al. (2022) demonstrate that financial education enhances knowledge and downstream 
behaviours, suggesting that there could be a sequence where knowledge has an impact via later competencies 
and behaviours. Further, there is significant variation in the dimensions that are used to measure financial 
literacy of SMEs, as reported by Rekha et al. (2025), indicating that financial literacy is part of a larger 
construct and that it involves more than just knowledge. This present result may be a result of mediation or 
overlap in that financial concepts that are understood by the owner may also lead to the development of the 
other dimensions; as applied dimensions become entered in the regression simultaneously, the unique 
contribution of knowledge becomes smaller. This is a better defense than saying that knowledge isn’t 
important. 

The result is also in contrast to other studies, which have reported positive direct links between 
financial knowledge and enterprise results. Frimpong et al. (2022) proved the relevance of financial literacy 
to SME performance and access to digital finance, and Nisar et al. (2022) demonstrated that financial literacy 
and its entrepreneurial attributes impact financial performance of SMEs in Pakistan. This contrast could be a 
difference in dependent variables and/or model specification. There are connections between the three 
outcomes—performance, financial inclusion, and financial management—but they are not necessarily the 
same. Even if one measure of literacy has a weak association with the composite literacy index, the other 
measures may more than compensate so the composite index has a strong association. The characteristics of 
the sectors are also relevant. Special operational decisions for small-medium enterprises in the mining sector 
demand special skills and applied financial skill might be nearer to a successful day-to-day handling than 
abstract knowledge. In the present results, then, is a contribution of nuance to the literature, indicating that 
the overall positive relationship between literacy and management doesn’t imply a positive relationship for 
all of its dimensions. 

This is confirmed by the structure of the sample with respect to the demography. Almost half of the 
respondents were business owners and an additional 19.3% were owner-managers. About one in eight (14.5%) 
were financial managers. The focus in this concentration is on financial power being held by the entrepreneur, 
rather than in a dedicated finance function. In an organization with centralization, personal managerial ability 
becomes very significant. It also implies that the owner’s lack of financial acumen is a lack of financial 
acumen on an enterprise level as well, if there’s no dedicated department to make up for the lack of a good 
finance partner. The relative youth of these companies (nearly half had been in business 3 to 5 years) 
compounds the vulnerability. Younger SMEs might not have established procedures, practices, and formal 
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arrangements yet. It is noted that literature on SMEs always highlights managerial skills as one of the most 
important factors that determine performance in thin organizational structures and limited resources (Yakob 
et al., 2021; Anwar et al., 2020). 

The explanatory power of the model is to be understood in both a theoretical and a methodological 
way. The R² of .833 is very high for a behavioural and managerial survey research. It may be indicative of the 
conceptual similarity between the predictor and the dependent variable because the four dimensions of literacy 
are conceptualized in a way that there is a conceptual similarity with financial management, which includes 
planning, control, and behaviour. It is also due to common method variance since both predictor and outcome 
were measured in the same way, namely from the same people, at the same time via a questionnaire. Therefore, 
it would be wrong to conclude that an 83.3% improvement in management is inevitably linked to an increase 
in financial literacy. The model indicates that the differences between the four financial-literacy dimensions 
are highly correlated with the differences between self-reported financial management in this sample. Further 
research using objective financial data, multi-source measurement, or longitudinal data would be helpful to 
test more rigorously causal effects. 

In terms of the Resource-Based View, the pattern of results makes sense. Financial literacy is 
strategically useful in increasing the utilization of limited resources. The influence of skills is strongest based 
on the fact that skills constitute a basis for actionable capability, while attitudes provide the motivational basis 
for using capability, behaviour forms the routine basis for using capability, and knowledge provides the 
information basis for using capability. The layered interpretation corresponds to previous SME research on 
financial literacy and financial performance based on the concept of resource-based logic (Yakob et al., 2021). 
It also explains why financial-literacy programs cannot be considered as a point-in-time awareness-raising 
event. When the goal is better financial management, it is essential to develop specific skills, such as cash-
flow forecasting, budgeting in conditions of uncertainty, cost classification, debt-service assessment, 
investment appraisals, and scenario planning. However, Kaiser et al. (2022) offer additional evidence that 
effective financial education has a broader ability to impact knowledge as well as downstream behaviours, 
which adds support to the applied training approach. 

The results of the study also have relevance for lending institutions, business associations, and 
enterprise-support institutions. Financially savvy borrowers will likely be better record keepers and will grasp 
financing costs as well as consider their ability to repay better. This enhances not just the company’s financial 
habits but additionally the communication with financial providers. Frimpong et al. (2022) demonstrate that 
financial literacy and access to digital finance are pertinent to SME performance, providing evidence that it 
is possible to have a complementarity between capability and financial access. Interventions may thus not just 
be about providing access to finance but could also include useful financial-management assistance for 
Balochistan’s mining SMEs, taking into account that there are many constraints on enterprises beyond simply 
accessing credit. Content of training should be customized to the cashflow of the sector and presented in a 
language that is accessible to the audience with worked examples based upon equipment purchases, fuel costs, 
delay in receivables, royalty and/or licensing requirements, and mineral-price scenarios. 

Last but not least, the results of the study should be given within the general boundary of the mineral 
sector. A lack of infrastructure, market volatility, regulatory uncertainty, security concerns, and/or technical 
capacity cannot be overcome by financial literacy. Enterprise-level capability is embedded in a wider system, 
as Ashraf and Cawood (2019) point out; in the case of Pakistan, a coherent institutional and mineral-policy 
framework is essential. This is the power of the study: to identify one of the levers that an owner/manager of 
an SME pulls. The findings demonstrate that applied skills, positive attitude, and disciplined behaviour have 
a stronger relationship with financial management than knowledge; this is a good support for the approach 
which is proposed as targeted and realistic one: increasing the managerial capacity by improving the planning, 
control, and adaptation of scarce financial resources to uncertainty. 
6. Conclusion 

In this study, the effect of financial literacy on financial management of mineral-mining small and 
medium enterprises (SMEs) of Balochistan (Pakistan) was investigated where financial literacy was broken 
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down into four components of financial knowledge, financial attitude, financial skills, and financial behaviour. 
The results answer the principal research question, what is the relationship of the four dimensions with 
financial management? and indicate that the four dimensions have strong and statistically significant 
relationship with financial management. The regression model accounted for 83.3% of the variance in 
financial management and was significant at p < .001. This shows that the financial capability of the owners 
and managers is significantly related to the financial planning, control, allocation, and monitoring of the 
owners and managers of the surveyed SMEs. The study also provides responses to the dimension-specific 
research questions. Financial skills was the highest predictor, signifying that the proficiency in using financial 
principles in budgeting, record keeping, cashflow, cost analysis, and investment evaluation is very significant. 
Financial attitude and financial behaviour also contributed significantly positively, indicating that the attitude 
and financial behaviour towards the future are an important part of good financial management. There was a 
positive but not statistically significant effect (p = .053), and thus no significance at the conventional 5% level, 
of financial knowledge. The finding is significant, as it illustrates that knowledge is not sufficient in itself to 
be a manager. The impact of knowledge is increased when it is transferred into skills, attitudes, and repeated 
financial practices. In response to the study objectives, the research identifies the literacy components, 
quantifies the effect of these components, and determines their relative importance, followed by providing the 
evidence sector-wise for Balochistan’s Mining SMEs. The findings confirm the Resource-Based View as 
financial literacy is an intangible managerial ability which has the value to enhance the utilization of scarce 
enterprise resources. Financial-literacy interventions focus on skill-focused, financial routines learning—not 
just awareness for practice. Cash-flow forecasting, budgeting, liquidity control, financing, investment 
appraisal, cost monitoring, contingency planning, and the interpretation of financial records are all crucial 
areas of training for owners and managers. 
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