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Financial wellbeing is achieved when individuals feel content and satisfied 

with their financial situation. It encompasses several key aspects, including 

financial knowledge, decision-making ability, and long-term financial security. 

Undergraduate students are particularly vulnerable to financial instability, 

often due to limited income and inadequate financial literacy. Recognising this, 

the objectives of this study are to identify the aspects of financial wellbeing 

relevant to undergraduate students in managing their finances, and to explore 

how financial literacy contributes to achieving financial wellbeing among 

undergraduate students especially fisabilillah educational zakat recipients. 

This research will adopt a qualitative approach, which is deemed appropriate 

for gaining in-depth insights into the real-life financial experiences of zakat 

recipients. Data will be collected through face-to-face interviews conducted 

until data saturation is reached. Understanding financial wellbeing is essential 

for all undergraduate students, as mastering this aspect can lead to greater 

financial satisfaction and overall wellbeing. It is believed that enhancing 

students’ competencies in financial management can help prevent financial 

difficulties and promote more stable financial futures. 

Keywords: 

Financial Literacy, Financial Wellbeing, Fisabilillah Educational Zakat 

Recipients, Undergraduate Students 

 

Introduction  

Wellbeing is often associated with overall life satisfaction, quality of life, joy, and happiness 

(Razali, Rosnon, & Gill, 2021). Within this framework, financial wellbeing (FWB) is 

recognized as a crucial dimension, functioning as a measure of an individual’s socioeconomic 
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status and financial stability (Muhamad, Sahid, Kamaruddin, & Karim, 2018). According to 

Mohamad, Aun, and Saim (2020) financial wellbeing is achieved when individuals feel content 

and secure about their financial circumstances. Several indicators are used to measure FWB, 

including financial satisfaction, the ability to meet current and future financial obligations, 

perceived financial security, standard of living, and comparisons with peers (Noor & Choon, 

2020).  

 

In general, individuals aspire to live comfortably and maintain financial stability (Rahman & 

Zulkifly, 2016). In today's dynamic environment, financial literacy (FL) plays a vital role in 

equipping individuals with the knowledge and skills necessary for effective financial decision-

making (Rashid, Rsool, Mubashir, & Arif, 2021). Among university students, particularly 

fisabilillah educational zakat recipients, knowledge of financial planning and decision-making 

is critical in shaping financial outcomes (Sabri & Alavi, 2019). However, the lack of financial 

literacy continues to be a significant factor contributing to financial mismanagement among 

students (Rahman & Zulkifly, 2016). Aladdin and Ahmad (2017) reported that both financial 

literacy and wellbeing are at moderate to low levels among Malaysian students, raising 

concerns about their financial preparedness. Financial demands during tertiary education are 

notably higher than at earlier stages of education, necessitating responsible financial behavior 

from students (Hazudin et al., 2018).  

 

A 2022 report by the Credit Counselling and Debt Management Agency (AKPK) indicated that 

65% of young Malaysians (aged 18–30) struggle with monthly financial commitments, and 

37% of them cited education-related expenses as a significant burden AKPK (2023) . These 

findings underscore the importance of early financial education and intervention. Although 

studies have shown that early exposure to financial education positively influences financial 

literacy (Isomidinova & Singh, 2017), many undergraduate students still experience financial 

stress Montalto et al.(2018) making FWB a pressing issue that demands more focused attention. 

 

Table 1: Issues Related to Financial Literacy and Wellbeing Among Malaysian 

University Students 

Issues Statistics/ Findings Source 

Inadequate financial 

literacy 

Majority of students exhibit low to 

moderate financial literacy levels, with 

limited understanding of financial 

products. 

Mei, Ismail, & 

Yahaya, (2024) 

Financial stress Students face financial stress due to 

limited income and rising living costs, 

leading to difficulties in managing 

expenses. 

Alim & Rashid 

(2022) 

Poor financial 

planning 

Students demonstrate inadequate 

financial planning, with challenges in 

budgeting and managing educational 

expenses. 

Wahab, Ahmad, 

Hashim, & Rusli 

(2024) 

 

High monthly 

commitments 

65% struggle with monthly finances; 

37% cite education as a major burden 

AKPK (2022) 
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In light of these concerns, this paper aims to examine financial wellbeing, financial literacy, 

and expense management among undergraduate students, with a specific focus on fisabilillah 

educational zakat recipients. The objective is to explore how financial literacy contributes to 

financial wellbeing and identify key aspects of financial management that influence students’ 

financial outcomes. 

 

Literature Review  

 

Financial Wellbeing 

Financial wellbeing refers to an individual’s ability to meet current financial obligations while 

feeling secure and content with their personal financial (Muir et al., 2017). According to Noor 

& Choon (2020), it also serves as an indicator of a person’s financial resilience, reflecting their 

capability to withstand economic shocks or emergencies. Montalto et al. (2018) describe 

financial wellbeing as encompassing multiple dimensions, including financial awareness, the 

setting and achievement of financial goals, and the capacity to implement sound financial 

practices.  

 

Sorgent and Lanz (2017) further identify five key domains in understanding financial wellbeing 

which is consumption patterns, financial management, peer comparisons, debt management, 

and financial preparedness for the future. For the purposes of this study, three main aspects of 

financial wellbeing are emphasised which is financial management knowledge, decision-

making ability, and future financial security. Financial knowledge is strongly influenced by 

financial education, which shapes attitudes and behaviours related to personal finance (Yong, 

Yew, & Wee, 2018).  

 

Furthermore, financial wellbeing not only reflects satisfaction with one’s current finances but 

also includes rational and informed decision-making when purchasing goods or services, 

ensuring a balance between needs and comfort (Razali et al., 2021). Proper management of 

fisabilillah educational zakat assistance can contribute to overall student wellbeing including 

emotional and social aspects. Future financial security, meanwhile, refers to a student’s ability 

to plan and prepare for upcoming financial responsibilities (Noor & Choon, 2020). Despite its 

importance,  Montalto et al (2018) highlight that the level of financial wellbeing among 

undergraduates remains low, warranting further exploration in this area. 

 

Recent studies have strengthened the understanding of factors influencing student financial 

wellbeing. Jusoh (2024) emphasized that parental financial socialization directly impacts both 

financial literacy and subjective wellbeing among community college students. Furthermore, 

Ahamd & Yaacob (2024) discovered a significant relationship between financial wellbeing and 

financial knowledge, insurance awareness, and effective loan management among students. 

Doloh & Redzuan (2023) identified that financial behaviour and financial stress are critical 

factors affecting financial literacy and student wellbeing. 

 

Financial Literacy 

Financial literacy is defined as the acquisition of knowledge, skills, and awareness that enables 

individuals to make informed financial decisions (Haque & Zulfiqar, 2016). It involves 

understanding key financial concepts, recognising financial risks, and developing the ability to 

manage resources effectively (Yaakob, Janor, & Kamis, 2015). Introducing financial literacy 

from a young age is essential in building a strong foundation for sound financial behaviour 
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throughout life (Yong et al., 2018). However, the level of financial literacy among 

undergraduate students remains moderate and requires significant attention (Aladdin & 

Ahmad, 2017). 

 

Financial literacy plays a critical role in helping undergraduates plan, manage, and evaluate 

their financial circumstances by enhancing knowledge, skills, and attitudes related to money 

management (Ana & Wan Ahmad, 2020).  Abdullah et al. (2023) highlights how the lack of 

financial literacy, when coupled with financial constraints, contributes to long-term financial 

instability especially among undergraduate students from low-income households. These 

limitations restrict students’ ability to effectively manage their finances, make informed 

financial decisions, and plan for future financial security, ultimately hindering their financial 

wellbeing and academic success.  

 

Nevertheless, studies by  Hussin & Rosli (2019) and Thomas & Subhashree (2020) reveal that 

most students lack adequate financial literacy, resulting in increased financial distress and 

reduced capacity to achieve financial wellbeing. Oseifuah, (2018) supports this observation, 

noting that young adults, particularly university students, often demonstrate poor financial 

knowledge and weak financial decision-making skills. In this regard, Magesvari, Kenayathulla, 

and Ghani (2018) stress the importance of strengthening financial literacy management to 

enhance overall financial wellbeing. Therefore, this study seeks to explore how financial 

literacy can support undergraduates especially fisabilillah educational zakat recipients in 

attaining financial stability and wellbeing. 

 

Undergraduate Student 

Undergraduate students are particularly susceptible to financial instability due to their limited 

income and financial inexperience (Noor & Choon, 2020). Abdullah et al. (2017) argue that 

financial education is essential for all individuals, especially fisabilillah educational zakat 

recipients’ students, to ensure they can navigate their financial responsibilities effectively. Poor 

financial planning and a lack of financial knowledge have been repeatedly identified as primary 

contributors to financial difficulties among students (Ahmisuhaiti, Ahmad, Hassan, & Idris, 

2017). Moreover, some students continue to spend beyond their financial means, exacerbating 

their financial vulnerability (Noor & Choon, 2020).   

 

Montalto et al. (2018) found that many undergraduates struggle to prioritise their spending, 

which suggests a lack of understanding in managing expenses effectively. This inability to 

distinguish between needs and wants may hinder students from achieving personal wellbeing. 

According to Sabri & Alavi (2019), low levels of financial wellbeing are also linked to 

psychological distress, including mental health issues such as anxiety and depression. 

Supporting this concern, Marsh (2017) reported a dramatic increase in the number of students 

withdrawing from university due to mental health challenges from 380 in 2009-2010 to 1,180 

in 2014–2015, representing a rise of approximately 210%. Furthermore, financial 

mismanagement and lack of personal finance knowledge have been associated with the 

increasing number of young individuals facing bankruptcy (Aladdin & Ahmad, 2017). 

 

Table 2 provides a summary of recent studies on financial wellbeing, literacy, and expense 

management among Malaysian undergraduate students. These findings highlight a growing 

body of literature focused on identifying determinants of student financial wellbeing and 
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underscore the importance of early financial education, internal psychological traits, parental 

influences, and faith-based attitudes in shaping financial outcomes. 

 

Table 2: Summary of Recent Studies on Financial Wellbeing, Financial Literacy, and 

Expense Management Among Malaysia Undergraduate Students 

Study  Key Finding 

Mui et al. ( 2025) Financial literacy significantly influences university 

students' spending decisions. Factors such as financial 

education, social media exposure, and peer influence 

directly impact financial behaviour and decision-

making. 

Yee Whah & Wei Quan (2024) Financial literacy among undergraduates is shaped by 

family background, peer networks, gender, and 

ethnicity. Despite access to financial information, 

students often lack practical financial skills. 

Sandrasegaran & Rambeli (2023) Differences in spending patterns exist between public 

and private university students, influenced by 

parental income and financial literacy levels. 

Kenayathulla, Nair, Rahman, & 

Radzi (2020) 

Lack of financial literacy, coupled with financial 

constraints, contributes to long-term financial 

instability among undergraduates from low-income 

households. 

Bank Negara Malaysia (2025) National strategies have been implemented to 

improve financial literacy, focusing on integrating 

financial education into the curriculum and promoting 

responsible financial behaviour among youths. 

Doloh & Redzuan (2023) Financial behaviour and stress play critical roles in 

determining financial literacy and overall wellbeing 

among university students. 

 

 

Conceptual Framework 

This study will adopt an integrated theoretical framework grounded in the Capability Approach 

and the Theory of Planned Behaviour (TPB) to conceptualise financial wellbeing and literacy 

among undergraduate students. The capability approach developed by Amartya Sen early 

1980s, which emphasizes the real freedoms individuals have to lead the kind of life they value 

(Kuhumba, 2018). The capabilities approach is a broad normative framework for the 

assessment of individual well-being and social arrangements, policy design, and proposals for 

social change in society (Robeyns, 2005). It emphasizes the freedom or actual opportunity of 

people to achieve what they value doing and being. Financial wellbeing, in this context, can be 

understood as a function of students’ capabilities, namely their ability to make informed 

financial decisions, plan for the future, and manage limited resources effectively.  

 

Several past studies have applied the Capability Approach in financial and educational 

contexts. For instance, Jaffar, Faizal, Selamat, Awaludin, and Sulaiman (2024) employed this 

framework to examine financial literacy and wellbeing among low-income women in 

Malaysia. Their findings underscore how financial knowledge enhances women's capabilities 

and real-life outcomes, particularly in managing household finances and achieving financial 
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independence. Similarly, Soong and Maheepala (2023) used the Capability Approach to 

explore international students’ wellbeing in higher education settings, illustrating how enabling 

environments and resources significantly influence students’ capacity to flourish academically 

and emotionally. These studies show that capability-based frameworks are effective in 

understanding how access to resources like financial aid or education, it must be paired with 

individual agency and enabling conditions to achieve wellbeing. Applying this to the present 

study, undergraduate students receiving educational zakat may have access to the same amount 

of financial assistance, yet their financial wellbeing outcomes may vary significantly. This is 

explained by differences in their financial capabilities such as decision-making skills, 

budgeting abilities, and planning for future financial security aligned with the Capability 

Approach. 

 

To further support this, the Theory of Planned Behaviour (TPB) (Ajzen & Fishbein, 1975) is 

integrated to understand how behavioural intentions influence students' financial actions. TPB 

posits that intention is shaped by attitudes, subjective norms, and perceived behavioural 

control, all of which affect behaviour. These theoretical foundations help to explain why some 

students, despite having access to the same resources, achieve better financial outcomes due to 

differences in capability, mindset, and behavioural intentions  (Sabri & Aw, 2019). Studies 

such as Kamel and Sahid (2021) and Rizani, Hendrawaty, and Puspitasari D (2024) have 

applied TPB in the context of financial literacy, finding that students’ financial attitudes and 

perceived control significantly predict their financial behaviours. These insights are essential 

for understanding how financial literacy not only equips students with knowledge but also 

influences their behavioural intentions and actions. 

 

Together, the Capability Approach and TPB provide a comprehensive lens for this study. While 

the Capability Approach explains how financial literacy enhances students’ abilities and 

opportunities, TPB helps clarify how these translate into actual behaviours. This theoretical 

integration allows a deeper understanding of how undergraduate students particularly zakat 

recipients in achieve or struggle with financial wellbeing within their academic and personal 

environments. 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

 

Figure 1: Proposed Conceptual Framework 
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Issues and Challenges 

The issue of youth bankruptcy is not only a pressing concern in Malaysia but has also become 

a global topic of discussion (Ahmisuhaiti et al., 2017). In a local context, a study by Foo Yu 

and Jupri (2015) found that nearly 70% of 150 Malaysian Generation Y respondents 

experienced financial difficulties. Similarly, Sabri and Alavi (2019) assert that young people 

are frequently associated with problems related to financial management and planning, which 

in turn hinders their ability to achieve financial wellbeing These findings highlight the urgent 

need for targeted interventions to prevent youth from falling into financial distress that may 

eventually lead to bankruptcy (Syan, Ashikin, Rom, & Hassan, 2020). 

 

Among youth, undergraduate students especially fisabilillah educational zakat recipients are 

particularly vulnerable due to their inherent financial instability. In today’s economic climate, 

they are increasingly affected by the rising cost of living, which poses additional financial 

pressures (Egglenton, 2019). This financial strain contributes significantly to psychological 

stress, often manifesting as depression, anxiety, and even academic failure (Awang, 2016; 

Tormod, Hysing, & Jussie, 2021). As noted by Sabri and Alavi (2019), a low level of financial 

wellbeing is directly linked to mental health issues, suggesting that many undergraduates are 

neither financially secure nor emotionally content. Montalto et al. (2018) support this 

observation, reporting that most undergraduate students are not happy or satisfied with their 

financial conditions. 

 

In addition to mental and emotional implications, the relationship between financial literacy, 

financial wellbeing, and academic performance presents another area of concern. Studies by 

Albeerdy and Gharleghi (2015), Garg and Singh  (2016), and Yaakob, Janor, and Kamis (2015) 

have demonstrated that students with higher financial literacy and better financial wellbeing 

tend to perform better academically. However, contradictory findings by Aladdin and Ahmad 

(2017) and Scheresberg (2013) argue that even individuals with high educational attainment 

may still possess low financial literacy. This inconsistency indicates a gap in the literature that 

necessitates further investigation into the lived financial experiences of undergraduate students. 

 

Given these ongoing challenges, it is imperative to explore the underlying factors affecting 

students’ financial wellbeing. Therefore, this conceptual paper aims to identify the key aspects 

of financial wellbeing relevant to undergraduate students in managing their personal finances, 

and examine how effective financial literacy management can support undergraduates in 

achieving financial stability and wellbeing. 

 

Methodology 

This study adopts a qualitative research approach underpinned by the philosophies of 

interpretivism and subjectivism, which emphasize that knowledge is constructed through 

personal experiences and social interactions (Tobi, 2017). The research aims to explore how 

undergraduate students, particularly fisabilillah educational zakat recipients, perceive and 

manage financial wellbeing, literacy, and expenses. This approach enables the researcher to 

gain deeper insights into the participants’ subjective financial experiences and behaviours 

(Bamforth, Jebarajakirthy, & Geursen, 2017). 

 

A multiple case study design is employed, focusing on individual undergraduate students as 

the unit of analysis. This design allows for a comparative exploration of diverse perspectives 

among students from various academic programs and socio-economic backgrounds. The study 
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is conducted at selected public universities (IPTA) in Malaysia, specifically targeting Muslim 

students who are verified recipients of zakat fisabilillah assistance. Data collection involves 

semi-structured, face-to-face interviews, allowing participants to express their experiences, 

financial behaviours, and challenges in managing finances. A purposive sampling technique is 

used to identify informants who meet the criteria of being Muslim undergraduates currently 

receiving zakat aid. Approximately 10 to 15 participants are expected to be involved, 

depending on data saturation. 

 

The data obtained will be analysed using thematic analysis, following Braun, Clarke, Boulton, 

Davey, & McEvoy (2020),there are six-phase framework which is  familiarisation with the 

data,  generating initial codes, searching for themes,  reviewing themes, defining and naming 

themes, and writing the report. To assist in coding and managing qualitative data 

systematically, Atlas.ti software will be utilised. To ensure the trustworthiness and credibility 

of the findings, methodological triangulation will be employed (Yin, 2014). This includes 

expert validation of interview protocols and thematic findings, member checking (participants 

review their interview transcripts for accuracy), and the use of an audit trail to maintain 

transparency throughout the research process. 

 

Expected Outcome 

The primary aim of this study is to identify the key aspects of financial wellbeing among 

undergraduate students especially fisabilillah educational zakat recipients in managing their 

finances, and to explore how financial literacy management can support them in achieving 

financial wellbeing. The study focuses on three core aspects of financial wellbeing which is 

knowledge of financial management, the ability to make informed financial decisions, and 

future financial security. These components are deemed essential for enabling students to 

experience financial satisfaction, stability, and preparedness for future economic challenges. 

 

It is anticipated that this study will provide valuable insights into which specific aspects of 

financial wellbeing are most influential in helping undergraduate students attain financial 

stability. By mastering these elements, students may be better equipped to avoid financial 

difficulties, leading not only to improved financial outcomes but also to a reduction in stress 

and mental health issues related to financial strain. Furthermore, this study is expected to 

contribute to a deeper understanding of the current level of financial literacy among 

undergraduate students especially fisabilillah educational zakat recipients. Given the strong 

interrelation between financial literacy and financial wellbeing, enhancing students’ financial 

knowledge and decision-making skills is crucial in preventing financial mismanagement and 

fostering long-term financial resilience. 

 

The findings from this study may serve as a useful reference for academic purposes and benefit 

other researchers interested in the domain of student financial wellbeing. It is hoped that the 

results will encourage further exploration and development of financial literacy programs 

targeted at youth, particularly within higher education settings. Additionally, this study 

addresses the current gap in qualitative research related to financial wellbeing, a field that 

remains underexplored despite its growing relevance in today’s economic landscape. 

 

Conclusion 

Financial wellbeing and financial literacy are increasingly recognised as vital elements of 

undergraduate students’ overall quality of life. However, these issues remain underexplored 
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within qualitative research, particularly in the context of fisabilillah educational zakat 

recipients in Malaysia. This study aimed to examine the relationship between financial literacy, 

financial wellbeing, and expenses management among undergraduates, using the Capability 

Approach and Theory of Planned Behaviour (TPB) as its theoretical foundation. The main 

objectives of this conceptual paper were to explore the financial experiences of undergraduate 

zakat recipients, to investigate how financial literacy influences financial decision-making and 

wellbeing; and to propose a conceptual framework that can guide future qualitative research. 

These objectives have been conceptually addressed, and the paper lays a strong theoretical and 

contextual foundation for subsequent empirical investigation. 

 

The study’s contributions are multifield. Theoretically, it extends the application of the 

Capability Approach and TPB to the domain of student financial wellbeing, offering a dual-

lens for understanding financial behaviours. Practically, it underscores the urgent need for 

targeted financial education and support systems tailored to the unique needs of zakat recipients 

in higher education. Policy-wise, the findings have implications for zakat institutions and 

university administrators, advocating for more structured and outcome-based zakat assistance 

programs that prioritise financial literacy training and behavioural interventions. This research 

also supports the refinement of national youth financial literacy initiatives by highlighting 

specific vulnerabilities and decision-making patterns among financially assisted students. 

 

However, this conceptual paper faces certain limitations and challenges. The challenges may 

arise in gaining access to zakat recipients and ensuring open discussions about personal 

finances in future qualitative studies. To address these issues, future research should 

empirically test the proposed conceptual framework using in-depth interviews and multiple 

case studies. Researchers may also explore intersections between financial wellbeing and other 

factors such as gender, rural–urban background, and family support. It is recommended that 

future studies include longitudinal data collection to track behavioural and wellbeing outcomes 

over time.  

 

Additionally, collaborative work with zakat bodies and student affairs departments could 

enhance data richness and practical impact. In conclusion, this study offers a timely and 

meaningful contribution to understanding financial wellbeing and literacy among 

undergraduates. By placing zakat recipients at the centre of the discussion, it opens new 

pathways for policy design, educational programming, and scholarly engagement with student 

financial resilience. 
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