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Abstract

This study aimed to identify the dimensions and components of promoting school principals’ financial literacy and to validate the resulting
paradigmatic model through confirmatory factor analysis. This applied study employed an exploratory mixed-methods design. In the
qualitative phase, grounded theory based on Strauss and Corbin’s systematic approach was used. Data were collected through semi-
structured interviews with 18 participants, including experienced school principals, university faculty members, and financial specialists
in education. Qualitative data were analyzed through open, axial, and selective coding. In the quantitative phase, a researcher-made
questionnaire was developed based on the concepts extracted from the qualitative findings and distributed among 250 school principals in
Tehran. Quantitative data were analyzed using confirmatory factor analysis and model-fit indices in AMOS version 24. The confirmatory
factor analysis indicated that all constructs of the model demonstrated acceptable construct validity, composite reliability, and convergent
validity. Standardized factor loadings for causal conditions, the central phenomenon, strategies, intervening conditions, contextual
conditions, and outcomes were within acceptable and statistically significant ranges. All reported T-values exceeded 1.96, and significance
levels were below .001. Composite reliability values ranged from .929 to .952, while average variance extracted values ranged from .701
to .767, indicating strong internal consistency and convergent validity. The goodness-of-fit indices also confirmed the adequacy of the
measurement models, with ¥*/df ranging from .987 to 2.964, CFI from .994 to .997, NFI from .991 to 1.000, and RMSEA from .000 to
.072. The validated model provides a scientific and practical framework for designing financial empowerment programs, developing
school financial management guidelines, and enhancing transparency, accountability, and resource efficiency within the educational
system.

Keywords: Financial literacy; school principals; grounded theory; confirmatory factor analysis; paradigmatic model; educational
management.
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Extended Abstract

Introduction

Financial literacy has increasingly become a strategic competency for educational managers, particularly
school principals, who are expected to make informed, transparent, and accountable decisions about limited
institutional resources. In contemporary educational systems, principals are no longer only instructional
leaders; they are also responsible for budgeting, resource allocation, financial reporting, cost control, and
interaction with parents and supervisory bodies. This shift has made financial literacy a core managerial
capability rather than a peripheral administrative skill. Financial literacy includes knowledge, attitudes,
decision-making skills, ethical judgment, and practical behaviors that enable individuals and organizations to
manage financial resources effectively. Previous studies have shown that financial literacy is associated with
improved financial behavior, responsible money management, better debt control, and more rational decision-
making (Baptista & Dewi, 2021; Dewi et al., 2020; Fong et al., 2021; Hamid & Loke, 2021). In schools, this
capability is particularly important because financial decisions directly affect the quality of teaching and
learning, access to educational facilities, stakeholder trust, and organizational efficiency.
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The importance of school principals’ financial literacy has also been emphasized in educational research.
Studies conducted in Iran have shown that principals need a stronger understanding of budgeting, financial
planning, reporting, and resource management, especially because schools increasingly face financial
limitations, rising operational costs, and growing expectations from parents and educational authorities
(Alimardani & Ghourchian, 2022; Ghaem Jahromi & Hosseinpour, 2023; Norouzi Elmi et al., 2021).
Other studies have addressed financial literacy education in schools, the role of teachers in teaching financial
concepts, and the need to establish continuous financial literacy systems in educational settings (Asgari &
Momeni Mahmoei, 2023; Fateh Nejad & Zare, 2023; Ghaderi Rahghi & Khandan Alamdari, 2020;
Karimian, 2022). However, much of this literature has focused on students, teachers, or general financial
education rather than on principals as financial decision-makers. This indicates a theoretical and practical gap
in understanding how school principals’ financial literacy can be developed through a comprehensive, context-
sensitive, and empirically validated model.

International evidence also supports the managerial value of financial literacy. Research on entrepreneurs and
small and medium-sized enterprises shows that financial literacy contributes to better planning, resource
control, sustainability, and organizational performance (Anshika & Singla, 2022; Molosiwa et al., 2025).
Similar evidence from health care organizations indicates that managers’ financial literacy can support
institutional sustainability and more efficient organizational governance (Gacic et al., 2023). Moreover,
environmental and contextual studies of financial literacy suggest that successful literacy programs must be
aligned with institutional structure, cultural context, policy conditions, and actual needs of target groups (Cossa
et al., 2023). These findings are highly relevant to schools, where principals operate within bureaucratic,
financial, ethical, and community-based constraints. Recent technological developments have also expanded
the meaning of financial literacy. Digital tools, financial management applications, and generative artificial
intelligence can support financial education, reporting, and decision-making, but their effectiveness depends
on users’ ability to interpret financial information and apply it responsibly (Arman et al., 2023; Mistry, 2025).
In addition, studies on financial regulation, trust, fairness, and compliance highlight the relationship between
financial literacy, institutional accountability, and responsible financial conduct (Musah et al., 2026; Usman
et al., 2025). These themes are directly relevant to school governance because principals must manage school
resources in ways that are transparent, fair, lawful, and trusted by stakeholders.

Furthermore, financial literacy has long-term educational and social implications. Early financial education is
considered a foundation for future economic well-being, while family and institutional financial resources may
influence educational performance and opportunities (Bodvarsson & Walder, 2019; Sajid, 2025). At the same
time, developing valid models and standardized instruments is necessary to avoid superficial assessment and
to ensure that financial literacy is measured accurately within educational organizations (Ghorbankhani et al.,
2020). In Iran, grounded theory has previously been used to develop financial literacy education models,
demonstrating the usefulness of qualitative theory-building approaches for identifying context-based
dimensions of financial learning (Kazempour Dizaji et al., 2020). Nevertheless, there remains a need for a
model that specifically explains the causal conditions, central phenomenon, strategies, contextual conditions,
intervening conditions, and outcomes of promoting school principals’ financial literacy and then validates this
model quantitatively. Therefore, the present study aimed to identify and validate a paradigmatic model for
promoting school principals’ financial literacy using grounded theory and confirmatory factor analysis.

1  Methods and Materials

This study was applied in terms of purpose and exploratory mixed-methods in terms of design. The research
was conducted in two sequential phases: a qualitative phase and a quantitative phase. In the qualitative phase,
grounded theory with the systematic approach of Strauss and Corbin was used to explore the dimensions,
components, and relationships underlying the promotion of school principals’ financial literacy. Participants



Nk drwgi 9 Cw§ (igel

included 18 experts consisting of experienced school principals with at least ten years of managerial
experience, university faculty members in educational management and financial management, and senior
financial specialists in departments of education. Participants were selected through purposive and theoretical
sampling, and data collection continued until theoretical saturation was achieved. Semi-structured in-depth
interviews were used as the main data collection method. The interview data were analyzed through open
coding, axial coding, and selective coding. Open coding was used to extract initial concepts; axial coding
organized concepts into categories based on the paradigmatic model; and selective coding integrated the
categories around the central phenomenon to form the final theoretical model.

In the quantitative phase, the purpose was to validate the model extracted from the qualitative phase. Based on
the identified concepts and categories, a researcher-made questionnaire was developed. The questionnaire
included 36 concepts organized under six main constructs: causal conditions, central phenomenon, strategies,
intervening conditions, contextual conditions, and outcomes. The statistical population consisted of school
principals in Tehran, and 250 principals were selected using stratified random sampling based on educational
level. Face and content validity of the questionnaire were reviewed and confirmed by experts. Reliability was
examined using internal consistency indices, and the questionnaire demonstrated acceptable reliability.
Quantitative data were analyzed using confirmatory factor analysis in AMOS version 24. The adequacy of the
measurement models was assessed using standardized factor loadings, T-values, significance levels, composite
reliability, average variance extracted, and goodness-of-fit indices including y?/df, GFI, AGFI, CFI, NFI, and
RMSEA.

2  Findings

The qualitative findings led to the development of a paradigmatic model for promoting school principals’
financial literacy. The model included six main constructs. The causal conditions consisted of the need for
transparent financial accountability in schools, increasing complexity of school financial resources and
revenues, legal requirements and new educational regulations, reduced dependence on government budgets,
the need to create financial resources, the role of optimal resource allocation in improving educational quality,
and stakeholders’ expectations for better services. The central phenomenon included practical and applied
financial education, financial decision-making under uncertainty, understanding the relationship between
financial management and the educational mission of the school, systemic thinking in resource management,
financial forecasting and long-term planning, and adherence to ethical principles and good governance in
financial affairs.

The strategies identified in the model included designing and implementing continuous specialized financial
training courses, providing individual and group consultation by financial experts, developing practical
financial management guidelines for schools, creating learning networks and experience-sharing platforms
among principals, using financial simulators and serious games, and providing material and non-material
incentives for financially competent principals. The intervening conditions included resistance to change,
limited time, heavy administrative workload, lack of dedicated funding for financial training, centralized and
restrictive administrative structures, weak motivation due to the limited role of financial literacy in
performance evaluation, and insufficient support from higher-level institutions. The contextual conditions
included a learning-oriented organizational culture, technological support through user-friendly financial
software, prior managerial experience in resource management, parental demand for financial transparency,
policymakers’ attention to school-based management, and access to informational and professional networks.
The outcomes included more optimal and equitable allocation of financial resources, increased financial
transparency and public trust, reduced unnecessary costs and waste, improved ability to create legal and
sustainable revenues, reduced managerial stress and conflict in financial matters, and increased overall
organizational efficiency of schools.
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The confirmatory factor analysis confirmed the validity of all measurement models. Standardized factor
loadings for all constructs were acceptable and statistically significant. For the causal conditions construct,
factor loadings ranged from 0.814 to 0.869, composite reliability was 0.929, and average variance extracted
was 0.707. For the central phenomenon, factor loadings ranged from 0.803 to 0.886, composite reliability was
0.934, and average variance extracted was 0.701. For strategies, factor loadings ranged from 0.797 to 0.907,
composite reliability was 0.937, and average variance extracted was 0.713. For intervening conditions, factor
loadings ranged from 0.815 to 0.912, composite reliability was 0.952, and average variance extracted was
0.767. Across all constructs, T-values exceeded 1.96 and significance levels were below 0.001, confirming the
statistical significance of the relationships between the observed indicators and their latent constructs.

The model fit indices also supported the adequacy of the measurement models. The y*df values were within
the acceptable range and varied from 0.987 to 2.964. The CFI values ranged from 0.994 to 0.997, and the NFI
values ranged from 0.991 to 1.000, indicating very strong comparative and normed fit. The RMSEA values
ranged from 0.000 to 0.072, confirming low approximation error and acceptable model fit. Overall, the
quantitative findings confirmed that the concepts extracted from the qualitative phase were successfully
operationalized in the measurement models and that the proposed paradigmatic model had strong construct
validity, composite reliability, convergent validity, and empirical adequacy.

3 Discussion and Conclusion

The findings indicate that promoting school principals’ financial literacy is a multidimensional and context-
dependent process. It is shaped by causal pressures such as accountability demands, financial complexity, legal
obligations, budget limitations, and stakeholder expectations. At the same time, its effectiveness depends on
whether financial literacy is understood as a practical managerial capability rather than as abstract financial
knowledge. The validated model shows that principals need applied financial education, decision-making
ability under uncertainty, systemic thinking, ethical judgment, and long-term financial planning skills. These
dimensions reflect the actual financial responsibilities of school principals and demonstrate that financial
literacy is directly connected to educational quality, organizational efficiency, and public trust.

The results also show that effective strategies for improving principals’ financial literacy must go beyond
short-term training. Financial empowerment requires continuous professional development, access to expert
consultation, practical guidelines, peer learning networks, simulation-based learning, and organizational
incentives. However, these strategies may be weakened by intervening barriers such as resistance to change,
lack of time, inadequate funding, centralized bureaucracy, weak motivation, and insufficient institutional
support. Therefore, successful implementation requires not only training programs but also supportive
structures, policy alignment, technological infrastructure, and changes in performance evaluation systems.
The validated model has important implications for educational governance. It provides a scientific framework
for designing financial empowerment programs for school principals and can guide policymakers in
developing school financial management guidelines. By improving principals’ financial literacy, schools may
achieve better resource allocation, stronger transparency, reduced waste, increased stakeholder trust, and more
efficient use of educational resources. The model also highlights the importance of linking financial
management to the educational mission of the school. Financial literacy should not be treated merely as an
administrative requirement; rather, it should be considered a strategic component of school leadership.

In conclusion, the present study developed and validated a comprehensive paradigmatic model for promoting
school principals’ financial literacy. The model integrates causal conditions, central phenomenon, strategies,
contextual conditions, intervening conditions, and outcomes into a coherent framework. The strong factor
loadings, composite reliability values, average variance extracted values, and fit indices confirm the empirical
validity of the model. This framework can be used by educational policymakers, school leadership training
centers, and departments of education to design targeted, practical, and sustainable financial literacy programs
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for school principals. Ultimately, strengthening principals’ financial literacy can contribute to more
transparent, accountable, efficient, and quality-oriented school management.
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