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A b s t r a c t

his research investigated how investment decision-making by women 

Tentrepreneurs in Kaduna Metropolis, Nigeria, is influenced by 

behavioral biases (overconfidence and availability) and risk aversion.   

The study is based on the prospect theory and examines the role of  financial 

literacy in these relationships. A total of  180 women entrepreneurs were selected 

using a multistage sampling method for an explanatory and quantitative cross-

sectional survey.   Data was collected and analyzed using descriptive statistics 

and a multiple regression mediation analysis through SPSS Hayes PROCESS 

Macro. The findings indicate that behavioral biases (overconfidence and 

availability) and risk aversion have a significant positive impact on investment 

decision-making, with financial literacy playing a mediating role. Behavioral 

Biases = (Behavioral) Financial Literacy = Investment Decision-making 

(Indirect effect = 0.07). Risk Aversion = 0.16 Financial Literacy = 0.16 

Investment Decision-making (Indirect effect = 0.16). The study concludes that 

while psychological factors like behavioral biases and risk aversion influence 

investment decisions, financial literacy serves as a crucial link for women 

entrepreneurs.  It is suggested that special financial literacy programs should be 

introduced for women entrepreneurs by government agencies and financial 

institutions to enhance skills in budgeting, investment, and risk analysis for more 

informed investment behavior.  
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Background to the Study 

Entrepreneurship is essential for stimulating economic growth, fostering innovation, and 

generating job opportunities in both advanced and emerging economies. (Irwansyah et al., 

2019). Among entrepreneurs, women have emerged as key contributors to economic 

advancement, not only as business owners but also as leaders who generate jobs and stimulate 

investment (Rashid & Ratten, 2020; Putra, 2022a). Their participation in entrepreneurial 

activities continues to expand, and as such, women are increasingly recognized as important 

actors in national development. Investments made by women entrepreneurs, whether in 

financial instruments such as stocks, gold, and real estate, or in productive ventures involving 

goods and services, have the potential to strengthen economic independence and reduce 

reliance on external support systems (Kurniasi & Halimatusyadiah, 2019).

For women entrepreneurs to maximize the returns from their investments, financial literacy is 

indispensable. Adequate financial knowledge enables them to interpret financial 

information, assess market trends, and avoid irrational decisions that may result in losses 

(Iram et al., 2023; Fachruzzaman et al., 2021).   On the other hand, a lack of  financial 

knowledge puts female entrepreneurs at risk of  making cognitive mistakes and biases that can 

impact decision-making and the future success of  their businesses (Iram, Bilal, et al., 2021). 

Research in the past has shown that women entrepreneurs who have a good understanding of  

finances are more likely to make rational and confident investment choices, even when faced 

with greater risks (Ellen & Yuyun, 2019a). Nonetheless, a significant number of  women still 

show a tendency to avoid risks, mainly because of  their limited financial literacy and lack of  

access to investment options (Kappal & Rastogi, 2020b).

Investment choices are also significantly influenced by behavioral biases. It has been 

demonstrated that biases including overconfidence, representativeness, and availability 

heuristics have a major impact on how investors interpret data and distribute funds (Baker et 

al., 2019; Wendy, 2021). While some studies confirm that these biases distort investment 

choices (Sartika & Humairo, 2021), others suggest they exert little or no impact (Fitra, 2023), 

leading to inconsistent empirical findings. Financial literacy has been suggested as a 

mediating element to resolve these distortions and lessen the impact of  behavioral biases on 

investing choices (Iram, Qazi, et al., 2021). However, more study is required to elucidate these 

associations, especially among women entrepreneurs, as the data is still unclear.

Additionally, a propensity to steer clear of  unclear or high-risk ventures is known as risk 

aversion, has emerged as another behavioral factor influencing women's investment 

decisions. While some studies argue that risk aversion negatively affects women 

entrepreneurs' ability to invest optimally (Adil et al., 2022), other findings suggest that higher 

financial literacy may moderate its impact, enabling women to make more calculated and 

profitable investment choices (Saraswati & Rusmanto, 2022). This area requires further 

exploration, especially within diverse cultural and economic contexts.

In Nigeria, women entrepreneurs have continued to play a pivotal role in socioeconomic 

transformation. However, disparities in financial literacy, coupled with susceptibility to 
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behavioral biases and risk aversion, often limit their capacity to make sound investment 

decisions. Investigating how behavioral biases, risk aversion, and financial literacy interact to 

influence investment decision-making among Nigerian women entrepreneurs is crucial in 

light of  these facts. By concentrating on this dynamic, the research hopes to add to the 

expanding corpus of  knowledge and offer perspectives that could direct educators and 

policymakers., and financial institutions in designing interventions to strengthen women's 

entrepreneurial participation and investment outcomes.

Statement of the Problem

Even while female entrepreneurs are increasingly acknowledged as important forces behind 

economic expansion and investment, many still struggle to make wise and successful 

financial choices. The lack of  financial literacy is a significant issue as it restricts their capacity 

to evaluate risks, understand financial data, and seize new possibilities. They frequently make 

bad decisions, make incorrect judgments, and are more susceptible to cognitive biases such 

availability heuristics, representativeness heuristics, and overconfidence as a result of  their 

ignorance. As a result, their investment results are often less than ideal, which results in 

decreased profitability and, occasionally, company failure.

Moreover, research results on how risk aversion and behavioral biases affect investing 

decision-making are still contradictory. Some studies contend that these psychological 

aspects significantly skew investing decisions, while others claim that their impact is 

negligible. Similarly, there is conflicting empirical evidence about financial literacy, despite 

the fact that it is generally seen as a mitigating factor that can lessen prejudice and promote 

more logical decision-making. This leaves a hole in our knowledge of  how much financial 

literacy can act as a mediating factor in the interaction between risk aversion, behavioral 

biases, and investment decision-making.

In Nigeria, where women's entrepreneurial activities are increasing, these issues are 

particularly pressing. Many women entrepreneurs continue to avoid high-risk but potentially 

profitable investments due to risk aversion and insufficient financial education. At the same 

time, behavioral biases further compound the problem, leading to suboptimal allocation of  

resources. If  these challenges are not addressed, women's entrepreneurial potential to 

contribute to national development through sustainable investment practices may remain 

underutilized. With the increased involvement of  women in entrepreneurial activities in 

Nigeria, a question has been emerging on how their level of  financial literacy, the tendency to 

risk and psychological assessment influences their decision to invest. The dynamic nature of  

the relationship between financial literacy, behavioral distortions, and risk aversion 

tendencies is therefore critical to investigate how the choice of  investments is determined 

among the women entrepreneurs.

Research Objectives

The general objective of  the study is to examine the combined effects of  financial knowledge, 

cognitive bias, and risk attitude on the decision to invest by the female entrepreneurs in 

Nigeria. In particular, the research is aimed to:
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1. Test the effect of  chosen cognitive biases, including overconfidence and the 

availability heuristic on investment decision patterns of  women business owners in 

Nigeria.

2. Identify the extent to which individual risk-aversion attitudes affect women 

entrepreneurial investment behavior.

3. Test to what degree financial literacy is an intermediate variable between behavioral 

biases, risk aversion and investment decisions made by Nigerian women 

entrepreneurs.

Research Questions

1. How do some psychological biases, such as overconfidence and availability bias, 

influence investment decisions made by women in Nigeria as entrepreneurs?

2. How does a tendency toward risk aversion influence the investment behavior of  

women-owned enterprises in Nigeria?

3. Does the level of  financial literacy play a mediating role between behavioral biases, 

risk aversion, and investment decision-making among female entrepreneurs in 

Nigeria?

Research Hypotheses

H01:� Cognitive distortions such as overconfidence and availability bias exert no 

statistically significant influence on the investment decisions of  women 

entrepreneurs in Nigeria.

H02: � Risk-averse tendencies have no significant relationship with the investment choices of  

Nigerian women entrepreneurs.

H03: � Financial literacy does not play a significant mediating role in the link between 

behavioral biases, risk aversion, and investment decision-making among women 

entrepreneurs in Nigeria.

Literature Review and Theoretical Framework

Influence of Overconfidence Bias on Investment Decision-Making

Overconfidence bias describes a psychological inclination in which individuals exaggerate 

their competence, expertise, or judgmental accuracy while overlooking essential external 

cues or evidence (Rona & Sinarwati, 2021). According to heuristic theory, overconfidence is a 

cognitive distortion that drives decision-makers to rely excessively on their subjective 

assessments, thereby neglecting objective data or professional guidance (Shah et al., 2018). 

This cognitive error often compels investors to overrate their predictive abilities, leading to 

imprudent investment behaviors and exposure to heightened financial risks.

In the entrepreneurial sphere, particularly among women business owners, a balance between 

self-assurance and financial acumen tends to foster prudent and evidence-based investment 

practices (Iram et al., 2023). Conversely, inflated self-belief  unaccompanied by adequate 

financial literacy can result in misjudgments, poor allocation of  resources, and missed 

opportunities for profitable ventures (Ellen & Yuyun, 2019). Thus, overconfidence bias 

emerges as a critical psychological determinant influencing how female entrepreneurs assess, 

interpret, and act upon investment options.
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Empirical investigations have produced varying insights into how overconfidence affects 

investment behavior and performance outcomes. For instance, Seraj et al. (2022), in a study 

conducted among approximately 180 Saudi investors, discovered that overconfidence 

significantly moderated the interplay between financial literacy and investment activity. Their 

findings revealed that financially knowledgeable investors exhibiting higher levels of  

overconfidence were more inclined to engage in investment decisions—demonstrating that 

this bias can intensify the likelihood of  taking investment actions (β = 0.161; t = 3.392; p < 

0.001).

Similarly, Abdin, Qureshi, Iqbal, and Sultana (2022), using survey data (n = 378) and 

structural equation modeling (SEM) in the Borsa Istanbul Review, found that determinants of  

overconfidence such as self-attribution, optimism, and illusion of  control positively 

influenced risk-taking. This increased risk propensity, in turn, was positively and significantly 

associated with self-reported investment performance (e.g., risk propensity → investment 

performance, β ≈ 0.36, p < 0.001). Conversely, other studies document the negative 

implications of  overconfidence. Odean (1999), in a seminal study using brokerage account 

data, established that investors who traded more frequently—a behavior attributed to 

overconfidence—earned significantly lower net returns after accounting for transaction costs. 

In a related study, Barber and Odean (2001), analyzing data from approximately 35,000 

households, revealed that men (characterized by higher overconfidence) traded more actively 

than women and consequently earned lower annual risk-adjusted returns, averaging about 

1.4% less per year. Both studies conclude that overconfidence-driven excessive trading has a 

detrimental effect on investment performance that is statistically significant. 

Overconfidence Bias's Impact on Financial Literacy 

Heuristic theory states that overconfidence bias also affects how people view financial 

 risks, assess potential investments, and make plans for their overall financial strategies. 

Overconfident investors often disregard their financial knowledge, relying more on intuition 

or personal judgment, which may distort their investment outcomes (De Zwaan et al., 2017). 

In many cases, they tend to exaggerate their perceived capacity to interpret market dynamics, 

often resulting in inaccurate evaluations of  risk and poorly structured investment strategies. 

Research suggests that overconfidence increases investors' propensity to engage in more 

investments, influences their risk tolerance, and affects how they assess and calculate 

potential risks (Ahmad & Shah, 2022). For women entrepreneurs, confidence in their 

decisions—when complemented with strong financial literacy, allows consumers to choose 

investments more wisely and accurately (Iram, Qazi, et al., 2021). However, overconfidence 

backfires when there is a lack of  adequate financial understanding. This claim is supported by 

recent research by Iram et al. (2023), which highlights the need for strong financial literacy 

among investors in order to guarantee sustainable and logical decision-making.

Cognitive Influence of Information Accessibility on Investment Behaviour

Drawing from heuristic theoretical perspectives, the bias associated with information 

accessibility arises when individuals formulate investment choices based on data that readily 

comes to mind or appears most familiar, instead of  conducting an extensive or systematic 
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evaluation of  all available alternatives (Tversky & Kahneman, 1974). In practice, this implies 

that investors often rely on easily recalled information, recent experiences, or even frequently 

repeated narratives when making financial choices. Hayati et al. (2022) emphasized that 

availability bias shapes decision-making by drawing upon information that is readily 

remembered, newly experienced, or recently communicated. Similarly, Iram et al. (2023) 

confirmed that this cognitive bias significantly influences investment decisions, as individuals 

tend to overweight easily accessible information while neglecting equally relevant but less 

visible data. This reliance on limited sources of  information can lead investors, including 

women entrepreneurs, to make suboptimal or irrational investment choices.

Current empirical evidence is divided on the issue of  the effect of  accessibility bias in 

information or in other words the availability bias on investment decisions. Grima et al. 

(2025) used structural equation modelling (SEM) as reported in the Journal of  Behavioral 

and Experimental Economics and were able to demonstrate in a large-scale study on retail 

investors that the bias has a positive and statistically significant effect on decision-making 

tendencies of  investors (0.32, p < 0.01). In line with this, the results of  a cross-sectional SEM 

study conducted by another empirical study in JISEM (2025), on the data collected on 137 

Indian investors showed that the accessibility of  familiar information positively influences 

investment behaviour (= 0.267, p = 0.000). Taken together, these findings suggest that the 

reliance of  investors on information that is easily accessed can cause an increase in their 

confidence and a quicker response rate to the information, which can strengthen proactive 

investment.

On the other hand, another body of  literature also links availability bias to poor investment 

performance. An example of  this is the study reported in the Pakistan Journal of  Humanities 

and Social Sciences (2024) that used a PLS-SEM model to test the variables on members of  

the Pakistan Stock Exchange; the study found a negative and statistically significant 

correlation between availability bias and investment behaviour (= -0.223, p = 0.000). The 

authors argued that reliance on the readily available data or a current data can skew an 

analytical decision-making process to make poor financial decisions and poor investment 

returns. On the same note, a research published in the Journal of  Risk and Financial 

Management (JRFM, MDPI, 2025) determined that behavioral distortions, such as 

information accessibility bias, are important negative mediators between the quality of  

investment decisions and financial literacy. In particular, availability bias had a negative and 

significant impact on decision-making that highlights the importance of  the specified 

phenomenon in degrading rational thought and compromising the overall quality of  

investment decisions. Taken together, these findings indicate that while availability bias may 

positively influence investment behavior by enabling faster decision-making based on 

accessible information, excessive reliance on such heuristics can undermine decision quality 

and expose investors to poor outcomes.

Effect of Availability Bias on Financial Literacy

Similarly, Shah and Malik (2021), using cross-sectional survey data from 384 retail investors 

on the Pakistan Stock Exchange and employing multiple regression and SEM, reported that 
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regret aversion is negatively associated with trading frequency. The findings indicate that 

highly regret-averse investors reduce their trading activity, as they prefer inaction over the 

possibility of  experiencing future regret. This aligns with the idea of  regret serving as an 

“emotional brake” on active portfolio rebalancing.

In contrast, other studies highlight the potential of  regret to stimulate corrective behavior and 

drive observable market patterns. Edison and Aisyah (2023) conducted an experimental web-

based trading simulation with 70 student participants using a 2×5 factorial design. The results 

demonstrated that participants who experienced regret in prior rounds significantly altered 

their subsequent investment choices. Rather than leading to paralysis, regret acted as a 

learning mechanism, prompting behavioral adjustments in future decisions.

At the market level, Arisoy, Bali, and Tang (2024) examined investor-level trading data and 

constructed regret indices within an asset-pricing framework. Their findings revealed that 

regret-related trading significantly predicts cross-sectional stock returns. The study 

documents abnormal returns for portfolios linked to higher Empirical studies of  the 

emotional aspects of  financial behavior give conflicting evidence on the impact of  regret in 

developing investor decisions. Based on 384 participants that traded in the Pakistan Stock 

Exchange, Shah and Malik (2021) employed both multiple regression and structural equation 

modeling so as to examine the regret-avoidant tendencies. Their findings indicated that there 

is an inverse impact between the strength of  regret aversion and frequency of  trading whereby 

people with a high fear of  post-decision regret seem to restrict portfolio rebalancing. This kind 

of  action demonstrates the role of  regret as a psychological constraint, which prevents the 

active reallocation of  assets by investors to reduce the possibility of  experiencing emotional 

discomfort in the future.

On the contrary, there are other pieces of  evidence that depict regret as the factor that triggers 

adaptive behavior in investment and not as a discouraging situation. Edison and Aisyah 

(2023) used a 2×5 factorial experimental design with the participation of  seventy student 

subjects in an online simulation where they could trade through a controlled environment and 

observed the post-regret trading reaction. Results showed that those who experienced regrets 

during the previous investment periods greatly changed their future methods. Instead of  

curtailing action, the pre-existing emotional feedback prompted the participants in the value 

of  learning through errors and recalibrating their investment choices in the future and this 

proves that regret can be an effective means of  corrective learning.

On the macro level, in the study by Arisoy, Bali, and Tang (2024), the researchers used data on 

investors levels of  transactions to generate regret indices in an asset-pricing model. They 

found that regret-related trading patterns have some predictive ability on the stock 

performance of  various portfolios. In particular, portfolios with a high regret sensitivity 

showed statistically significant abnormal returns, which indicates that the residual of  past 

decision-making emotions can produce discernible effects on the results on the aggregate 

market level. Investor regret shows that investor's demand systematically shifts following 

regret-inducing incidents. Thus, regret aversion can amplify trading dynamics and 
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meaningfully influence asset prices, establishing regret as a driver of  market-level outcomes 

beyond individual decision-making. Taken together, the evidence suggests that regret 

aversion has a dual character: it can restrict individual participation and trading activity due 

to fear of  future regret, but under certain contexts, particularly in learning environments and 

aggregate markets, it may also stimulate corrective behavior and amplify trading demand. 

This duality underscores the need for nuanced policy and financial education strategies 

aimed at balancing the inhibitory and regret's remedial functions in investment decision-

making. 

Risk Avoidance's Impact on Financial Literacy

When it comes to influencing how people see and handle investment risks, financial literacy is 

essential. Investors who have a solid grasp of  financial principles are better able to weigh their 

options and make more educated selections, claim Kappal and Rastogi (2020). Such 

individuals are more willing to embrace calculated risks because they can properly assess the 

potential benefits relative to the dangers involved. From the perspective of  heuristic theory, 

inadequate financial literacy often leads to excessive risk avoidance, as individuals may fear 

losses without fully considering long-term benefits. This fear-driven approach causes them to 

neglect valuable investment opportunities or disregard relevant information, ultimately 

resulting in suboptimal investment outcomes (Aren & Nayman Hamamci, 2020). In other 

words, rather than making balanced decisions, financially illiterate investors tend to focus 

more on loss prevention than on potential wealth creation.

Interestingly, Riepe et al. (2022) observed that entrepreneurs with low levels of  financial 

literacy typically exhibit lower risk avoidance. This paradox suggests that such entrepreneurs 

may not necessarily avoid risks due to ignorance but rather take decisions without a 

comprehensive understanding of  the consequences. While this might occasionally lead to 

profitable outcomes, it more often exposes them to higher levels of  uncertainty and 

vulnerability. Thus, financial literacy does not only reduce unnecessary risk aversion but also 

enables investors to adopt a balanced approach, avoiding reckless decisions while still being 

open to opportunities with long-term growth potential.

Financial Literacy's Impact on Investment Choices 

A person's ability to understand financial concepts, handle resources efficiently, and make 

well-informed decisions that will benefit them in the short and long term is largely determined 

by their level of  financial literacy. It includes risk management, financial product knowledge, 

and the ability to make effective use of  available cash (Novianggie & Asandimitra, 2019). 

Financially literate people are better able to comprehend how financial markets operate, 

foresee possible hazards, and implement measures that protect and optimize their wealth. 

Moreover, encouraging wise investment decisions, which raises a company's sustainability 

and efficiency, requires financial literacy (Tuffour et al., 2022). An increase in financial 

knowledge enables investors to evaluate diverse investment alternatives, balance possible 

risks and rewards, and match their decisions to long-term financial goals. Increased literacy 

has a major impact on investors' capacity to make wise financial choices, as shown by Iram et 

al. (2023). 
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Furthermore, having financial knowledge helps one make more accurate and confident 

investing decisions. Higher literacy levels reduce the likelihood that investors may be 

influenced by false information or cognitive biases, allowing them to adopt strategies that 

yield better financial outcomes. According to Agustin and Lysion (2021), informed investors 

tend to exercise sound judgment and make well-calculated decisions compared to their less 

knowledgeable counterparts.

In essence, financial literacy not only strengthens decision-making processes but also acts as a 

protective mechanism against irrational behavior and excessive risk avoidance. It ensures that 

investors have the analytical capability to interpret financial information critically, respond to 

market dynamics effectively, and achieve long-term financial stability.

A study published in Frontiers in Behavioral Economics (2025), using a Palestinian sample, 

revealed found better investment choices, as seen by increased portfolio diversity, improved 

risk awareness, and stronger alignment with long-term financial goals, were positively 

correlated with higher financial literacy scores. The authors also showed that financial 

literacy has a statistically significant beneficial impact on the quality of  investment decisions 

by lessening the effects of  several negative behavioral biases, such overconfidence.  In a 

similar vein, a cross-country firm-level study based on an empirical working paper (Elsevier, 

2024) found that financial literacy greatly enhances investment results. In particular, people 

with more financial literacy saw better investment returns; the impact was more pronounced 

for those with higher general education levels. The results imply that investors are better able 

to choose higher-performing investments when they possess financial expertise.

Conversely, a study published in Jurnal UMJ (2024), drawing on data from an Indonesian 

sample, discovered a statistically significant and adverse correlation between self-reported 

investing decisions and financial literacy. The authors attributed this outcome to context-

specific factors such as mistrust of  financial institutions, excessive caution, or misapplication 

of  financial knowledge, which in turn reduced participation and encouraged overly 

conservative choices. In a related conference proceeding (2023–2024) focusing on millennial 

investors in Indonesia, The study further revealed that financial literacy exerted a statistically 

significant inverse influence on the variable under consideration. The study revealed that 

higher financial literacy reduced reliance on social and herding cues, which in the authors' 

model translated into lower levels of  platform-based or crowd-driven investment activities. 

While interpreted as a net negative impact on certain forms of  investment behavior, the 

authors emphasized that these findings are highly context-dependent, shaped by the traits of  

youthful, internet-savvy investors and the operationalization of  financial knowledge. 

The role of financial literacy as a mediating factor

According to Budiarto and Susanti (2017), financial literacy is the capacity to comprehend 

financial ideas, goods, and services, which can be the basis for making sane financial 

decisions and attaining long-term financial well-being. According to heuristic theory, 

financial literacy acts as a mediator between risk aversion, investment, and behavioral biases. 

decision-making. In other words, even when investors are prone to cognitive biases, a 
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sufficient level of  Enhanced financial knowledge equips individuals with the analytical 

capacity to make sound, evidence-based investment judgments rather than relying on 

intuition or emotion.

Overconfidence, for instance, often drives investors to place undue faith in their personal 

judgment, leading to speculative or ill-considered financial actions. However, individuals 

possessing stronger financial comprehension are better positioned to counteract such 

distortions, as they can assess investment prospects through a more balanced and data-driven 

lens (Ahmad & Shah, 2022). In line with this reasoning, Tuffour et al. (2022) contend that the 

expansion of  financial understanding enables decision-makers to recognize a wider array of  

viable investment paths, thereby improving the rationality and precision of  their financial 

choices. Empirical work by Iram et al. (2023) further substantiates this notion, demonstrating 

that financial expertise functions as an intermediary variable between overconfidence and 

investment decisions. Their results indicate that individuals with higher financial competence 

are less prone to allowing inflated self-belief  to distort their decision processes.

Another behavioral dimension moderated by financial capability is the representativeness 

heuristic—a cognitive shortcut in which investors infer future outcomes from historical 

patterns, assuming that past success automatically predicts continued performance. Such 

behavior is common among women entrepreneurs, who may base investment judgments on 

historical performance (Kasoga, 2021). However, adequate financial literacy equips them 

with the analytical tools to challenge these assumptions, thereby reducing reliance on 

representativeness bias (Novianggie & Asandimitra, 2019). Iram, Qazi, et al. (2021) further 

demonstrate that financial literacy effectively mediates the link between representativeness 

bias and investment decision-making, leading to more rational outcomes.

Similarly, financial literacy has implications for mitigating availability bias. Availability bias 

describes a situation where individuals rely on easily accessible or familiar information rather 

than seeking objective and comprehensive data. While investors with strong financial literacy 

skills are more likely to access diverse and updated sources of  information, those with lower 

financial literacy often rely on informal advice from friends or relatives, which increases 

susceptibility to availability bias (Kasoga, 2021). As Iram et al. (2023) observe, enhanced 

financial knowledge and communication skills allow investors to filter reliable information 

from unreliable ones, thus improving the rationality of  their investment choices.

Financial literacy is also critical in addressing risk avoidance tendencies. Risk avoidance 

occurs when investors deliberately shy away from investment opportunities due to fear of  

potential losses, even when such opportunities promise high returns. Although risk avoidance 

is a natural behavior, excessive aversion can result in missed opportunities for wealth creation. 

Financially literate investors are better positioned to evaluate risk-return trade-offs 

objectively, thereby enabling them to embrace calculated risks with confidence. They 

recognize that all investment choices carry inherent risks, but that these risks can be managed 

and balanced against potential returns (Kasoga, 2021). Thus, higher levels of  financial 

literacy reduce excessive risk avoidance and encourage participation in investment activities 
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that can lead to financial growth. In summary, Financial competence serves as a critical 

moderating construct that diminishes the detrimental influence of  psychological distortions 

and heightened risk avoidance on investment behaviour. Through the acquisition of  

analytical and decision-making capabilities, particularly among women entrepreneurs, 

enhanced financial understanding empowers individuals to evaluate financial data with 

greater precision, minimize dependence on heuristic reasoning, and engage in more 

objective, well-informed investment activities that promote long-term economic stability and 

growth.

Theoretical Framework: Prospect Theory

Prospect Theory, introduced by Kahneman and Tversky (1979), disputes the foundational 

assumptions of  traditional financial models by asserting that individuals' choices under 

uncertainty are largely influenced by psychological distortions, perceptions of  risk, and the 

way options are presented, rather than by the pursuit of  maximum utility. The theory is 

grounded in three primary ideas: (1) reference dependence, which suggests that people assess 

outcomes in comparison to certain reference points such as previous experiences or the 

performance of  others; (2) loss aversion, which posits that the emotional impact of  losing is 

far stronger than the pleasure derived from achieving a comparable gain, leading women 

entrepreneurs in Nigeria to prefer safer investments due to socio-economic and cultural 

vulnerabilities; and (3) probability weighting, where rare events are often overestimated and 

common outcomes underestimated, explaining behaviors such as herd instinct or 

overreaction to market news. These propositions provide a framework for understanding 

behavioral biases like availability bias, overconfidence, regret aversion, and herd instinct, all 

of  which influence investment decisions. Prospect Theory also accommodates regret 

aversion by highlighting how fear of  making wrong choices can lead to risk avoidance or 

preference for safe investments. Importantly, the theory bridges behavioral finance with 

financial literacy by recognizing that while financial literacy equips individuals with rational 

decision-making tools, it does not eliminate susceptibility to biases and distorted risk 

perceptions, particularly among Nigerian women entrepreneurs, where limited literacy may 

heighten irrational tendencies. Thus, Prospect Theory underpins this study as it not only 

integrates behavioral biases, loss aversion, and socio-cultural influences into the analysis of  

investment decisions but also provides a holistic lens to examine How psychological and 

environmental variables combine with financial knowledge to influence entrepreneurial 

investment decisions

The Conceptual Framework
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Research Methods 

Research Design

The research employed a quantitative, explanatory, cross-sectional survey approach, 

targeting enterprises owned and managed by women within the Kaduna Metropolis, 

encompassing the Kaduna North, Kaduna South, Chikun, and Igabi Local Government 

Areas. This methodological choice was deemed suitable as the study sought to explore and 

clarify the causal linkages among selected behavioral attributes—namely overconfidence 

bias, availability bias, and risk aversion, together with financial literacy and how these 

collectively shape investment decision-making among female entrepreneurs. These 

hypotheses are inherently causal and directional and are best tested using standardized 

questionnaires and statistical modeling techniques.

The cross-sectional approach was chosen for its cost-effectiveness and time efficiency, 

particularly suitable for a single-state study involving 150 respondents. Moreover, since the 

study variables—Since risk aversion, bias toward overconfidence, availability bias, 

understanding of  finances, and capital decision quality are all latent variables, using a survey 

approach made it possible to apply multiple-question Likert scales and evaluate the validity 

and reliability of  the measurement tool. The business was the analytical unit, while the 

respondent was the principal female owner or owner-manager, who possessed at least 50% 

ownership or served as the primary decision-maker in investment matters.

Target Population

The target population comprised Micro, small, and medium-sized businesses (MSMEs) in 

Kaduna Metropolis that are run by women entrepreneurs. To guarantee that the various 

economic activities in the research region were represented, these businesses were chosen 

from each of  the four LGAs: Kaduna North, Kaduna South, Chikun, and Igabi.

Sampling Technique and Procedure

A multistage probability sampling approach was implemented to ensure a representative 

sample while addressing the practical challenges of  incomplete official business registries. 

This method enhances coverage and mitigates selection bias more effectively than non-

probability techniques like convenience or snowball sampling. The first stage involved cluster 

sampling, where the four LGAs were designated as primary clusters. Within these clusters, 

major business hubs were identified to streamline logistical fieldwork.

In the second stage, enterprises within each cluster were stratified by sector into three 

categories: Trade/Retail, Services, and Production/Agro-processing. This stratification was 

crucial for controlling the inherent heterogeneity in investment horizons and risk perceptions 

across different economic activities, thereby improving the statistical precision and 

representativeness of  the sample. Following stratification, a rapid enumeration and review of  

association rosters were conducted to estimate the total population of  women-owned 

enterprises within each category was denoted as N . h
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At the third stage of  the sampling procedure, a proportional allocation technique was 

employed to assign sample units to each stratum. This approach ensured that the selected 

sample of  150 businesses accurately represented the relative distribution of  women 

entrepreneurs across the different sectors within the Kaduna Metropolis. The sample size 

corresponding to each stratum, represented as n , was derived using the following expression: h

nh = (Nh / ΣNh) × 150. In the final stage, businesses were selected using systematic random 

sampling. A sampling interval (k) was calculated for each stratum's list, a random starting 

point was chosen, and every kth enterprise was selected. To be eligible, a business had to be in 

operation for at least 12 months, and the respondent had to be the primary female investment 

decision-maker. To counteract potential non-response and ensure a final usable sample of  

approximately 150, a 20% oversample was planned, targeting an initial contact list of  180 

enterprises. 

Instrumentation and Data Collection

Primary data for this research were obtained using a structured questionnaire, carefully 

developed to capture information on the main study variables: behavioral biases (with a focus 

on overconfidence and availability), risk aversion, financial literacy, and the effectiveness of  

investment decisions. The questionnaire employed well-validated Likert-scale items, ranging 

from five to seven response points, to capture subtle variations in respondents' attitudes and 

perceptions.

Before administering the questionnaire on a full scale, a pilot study involving roughly 20 

participants was conducted. This preliminary testing aimed to enhance the clarity and 

comprehensibility of  the instrument and to evaluate its internal consistency. Reliability was 

determined through Cronbach's alpha, with a minimum acceptable value of  0.70, while the 

instrument's face validity was also confirmed.

Data Analysis

The collected data were analyzed using mediation regression techniques in SPSS version 23 

to test the proposed hypotheses. This statistical method was chosen because it is particularly 

effective for exploring the interrelationships among independent variables—behavioral 

biases, risk aversion, and financial literacy—and their combined effect on the dependent 

variable, investment decision-making. This approach is consistent with the study's 

explanatory and causal design, offering insights into how cognitive factors and financial 

knowledge jointly influence the investment behavior of  women entrepreneurs.

Data Analysis and Results

Response Rate

The primary tool for gathering information in this research was a structured questionnaire, 

which was distributed to a randomly selected group of  180 participants. Out of  the total 

administered, 170 questionnaires were returned, corresponding to an initial retrieval rate of  

94.4%. After collection, the returned questionnaires underwent a rigorous data screening 

process to ensure accuracy, completeness, and suitability for analysis. Each instrument was 

carefully examined for missing or inconsistent responses. During this review, 20 

questionnaires were found to be incomplete and were therefore removed from the dataset.
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This left 150 fully completed questionnaires, forming the final sample for the study. 

Consequently, the effective sample size for data analysis was set at 150, yielding a valid 

response rate of  83.3% (150 usable responses from the original 180). This level of  

participation is considered highly satisfactory and provides a solid foundation for subsequent 

analyses. A comprehensive summary of  the response distribution is presented in Table 1.

Table 1: Response Rate Analysis

Source: Researcher's Response Rate Analysis, 2025

 

Distributions of Socio-Demographic Characteristics of Respondents:

Table 2:  Socio-Demographic Characteristics of  Respondents

Source: Researcher's Field Survey, 2025

Questionnaire  
Administered

 

          Copies 

Returned/Retrieved 
 

Copies found                               
to be Completely 

Filled
 

         Response  Rate   

180

 

170

 

150

 

83.3

 

 

Variable  Frequency  Percent  

 

Age Category    
Below 25 years

 
12

 
8.0

 
25-34

 
years

 
22

 
14.7

 35-44

 
years

 
38

 
25.3

 45-54

 

years

 

62

 

41.3

 55 years

 

and above 

 

16

 

10.7

 
Total

 

150

 

100.0

 

 

Educational Qualification 

   

 

Secondary School

 

16

 

10.7

 

 

OND/NCE

 

49

 

32.7

 

 

HND/Bachelor’s Degree

 

53

 

35.3

 

 

Postgraduate Degree

 

13

 

8.7

 

 

Others

 

19

 

12.7

 

 

Total

 

150

 

100.0

 

 

Years in Business 

   

 

Less than 5 years 

 

24

 

16.0

 

 

5-10 years

 

34

 

22.7

 

 

11-15

 

years

 

42

 

28.0

 

 

16-20

 

years

 

37

 

24.7

 

 

Above 20 years

 

13

 

8.7

 

 

Total

 

150

 

100.0

 

 

Business Sector

   

 

Trading

 

41

 

27.3

 

 

Manufacturing

 

27

 

18.0

 

 

Services

 

32

 

21.3

 

 

Agriculture

 

33

 

22.0

 

 

Others

 

17

 

11.3

 

 

Total

 

150

 

100.0
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Table 2 summarizes the descriptive statistics for the socio-demographic attributes of  the 150 

participants included in this study. The data indicate that the age group with the highest 

representation was 45–54 years, comprising 62 respondents (41.3%), while the least 

represented group was those under 25 years, totaling 12 respondents (8.0%). Regarding 

educational background, the majority of  participants held an HND or bachelor's degree, with 

53 respondents 35.3%) possessing this level of  qualification (while a postgraduate degree was 

the least common, held by 13 participants (8.7%).

Regarding business experience, the largest group of  entrepreneurs, 42 respondents (28.0%), 

reported being in business for '11-15 years.' Conversely, the smallest group, comprising 13 

respondents (8.7%), had been in business for 'above 20 years.' The sectoral distribution 

indicates that the trading sector was the most prevalent, with 41 entrepreneurs (27.3%), and 

the "other sectors" category was the least represented, with 17 respondents (11.3%). These 

findings suggest that the typical profile of  a woman entrepreneur in this Nigerian sample is 

middle-aged, holds a bachelor's-level degree, has over a decade of  business experience, and 

operates within the trading sector. Following this, a frequency distribution analysis was 

conducted on questionnaire items related to overconfidence/availability biases, risk aversion, 

Financial literacy and investment decision-making, with average scores and variability 

measures computed to summarize participants' responses for each construct.

Descriptive Statistics

This segment provides an overview of  the main variables examined in the study, highlighting 

trends and patterns in the responses and presenting a concise summary of  their central 

tendencies and dispersion as detailed in Table 3. The analysis was conducted to ascertain the 

central tendency and dispersion of  responses related to the independent, mediating, and 

dependent variables.

Table 3: Descriptive Statistics

 Source: Researcher's Descriptive Statistics Analysis Output, 2025

The findings indicate a general agreement among respondents for all constructs measured. 

Specifically, the independent variable, overconfidence/availability bias, yielded a mean 

response of  3.3558 with a standard deviation of  0.7986. The second predictor, risk-avoidance, 

exhibited an average score of  3.4567 with a standard deviation of  0.7738. The mediating 

construct, financial literacy, had a mean of  3.1693 and a standard deviation of  0.6960. For the 

outcome variable, investment decision-making, the mean value was 3.4933 with a standard 

deviation of  0.8132. The relatively small dispersion values across all constructs indicate that 

participant responses were tightly grouped around their respective averages, reflecting a high 

degree of  agreement among respondents.

Variable  Mean  Standard Deviation  N  
Overconfidence/Availability Bias  3.3558  0.7986  150  
Risk Aversion

 
3.4567

 
0.7738

 
150

 Financial Literacy
 

3.1693
 

0.6960
 

150
 Investment Decision-making

 
3.4933

 
0.8132

 
150
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Mediation Regression Analysis

To explore the complex interplay among behavioral biases, risk-avoidance, financial literacy, 

and investment decisions of  women entrepreneurs in Kaduna Metropolis, this study applied 

mediation regression techniques. The analysis aimed to capture both direct and indirect 

effects, utilizing the PROCESS macro (Model 4) in SPSS to provide a detailed assessment of  

the mechanisms through which financial literacy and behavioral factors influence investment 

outcomes. The subsequent tables present the statistical outcomes of  this analytical approach, 

detailing the extent to which mediating variables channel the effects of  the predictors on 

investment decisions. 

Table 4: Total Effect Model (Behavioural Bias & Risk Aversion → Investment Decision)

Source: Researcher's Mediation Regression Analysis Output, 2025

As shown in Table 4, a multiple regression analysis was performed to examine the combined 

effect of  behavioral biases and risk-avoidance on the investment decision-making of  women 

entrepreneurs in Kaduna Metropolis. The findings revealed a very strong positive association 

between the predictors and the outcome variable (R = 0.952). The overall regression model 

was statistically significant (F (2, 147) = 710.567, p < 0.001) and accounted for 90.6% of  the 

variance in investment decision-making (R² = 0.906). These results indicate that behavioral 

biases and risk-avoidance jointly serve as substantial determinants of  the investment choices 

made by this group of  entrepreneurs.

Table 5: Coefficients

Source: Researcher's Mediation Regression Analysis Output, 2025

Analysis of  the total effects model, as detailed in Table 6, This analysis demonstrates the 

direct effects of  behavioral biases and risk-avoidance on the investment decisions of  women 

entrepreneurs in Kaduna Metropolis, without accounting for the mediating role of  financial 

literacy. The findings show that both variables exert significant influences. Behavioral biases 

were found to have a positive and significant effect on investment decision-making (β = 0.157, 

p = 0.002), while risk-avoidance exhibited a stronger positive and statistically significant 

association with investment decisions (β = 0.858, p < 0.001).

Collectively, these findings from the Path 'c' model suggest that, in this context, both a higher 

degree of  behavioral bias and greater risk aversion are associated with improved investment 

decision-making. The particularly high coefficient for risk aversion underscores its substantial 

predictive power in the model.

R  R2

 MSE  F(2, 147)  P  
0.952

 
0.906

 
0.063

 
710.567

 
< 0.001

 

 

Predictor  Coeff  SE  t  P  
Constant

 
0.003

 
0.095

 
0.026

 
0.979

 
Behavioural Bias 

  
0.157

 
0.051

 
3.092

 
0.002

 Risk Aversion

 
0.858

 
0.052

 
16.420

 
0.000
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Path 'a' Model (Behavioural Bias & Risk Aversion → Financial Literacy

Table 7: Total Effect Model (Behavioural Bias & Risk Aversion → Investment)

Source: Researcher's Mediation Regression Analysis Output, 2025

The regression findings presented in Table 7 indicate a significant association between the 

independent variables—availability bias and risk-avoidance—and the dependent variable, 

financial literacy. The analysis shows a moderate positive relationship (R = 0.486), with the 

model accounting for 23.6% of  the variation in financial literacy among women 

entrepreneurs in Kaduna Metropolis (R² = 0.236). The overall regression model was 

statistically significant, confirming the predictive relevance of  the variables (F(2, 147) = 

22.720, p < .001).

Table 8: Coefficients

Source: Researcher's Mediation Regression Analysis Output, 2025

Analysis of  the direct effects on financial literacy among women entrepreneurs in Kaduna the 

findings from Kaduna Metropolis indicate that behavioral biases exert a significant positive 

effect on financial literacy. As shown in Table 8, the path from behavioral bias to financial 

literacy is statistically significant (β = 0.301, p = 0.016), implying that women who are 

affected by these biases tend to demonstrate higher levels of  financial knowledge. In contrast, 

the direct impact of  risk-avoidance on financial literacy was not statistically significant (β = 

0.140, p = 0.237). Although the coefficient is positive, suggesting a potential minor 

enhancement in financial literacy, the effect is not strong enough to reach significance. lack of  

statistical significance means this effect cannot be confirmed within the population. Based on 

these findings for the path 'a' model, it is concluded that only behavioral bias acts as a 

significant predictor of  the mediator variable, financial literacy, for this demographic.

Direct Effect Model: (Behavioural Bias, Risk Aversion → Investment Decision-making 

Table 9: Direct Effect Model (Overconfidence/Availability Bias, Risk Aversion, Financial 

Decision-making → Investment)

Source: Researcher's Mediation Regression Analysis Output, 2025

R  R2

 MSE  F(2, 147)  P  
0.486

 
0.236

 
0.376

 
22.720

 
< 0.001

 

 

Predictor  Coeff  SE  t  P  
Constant

 
1.674

 
0.232

 
7.200

 
0.000

 
Behavioural Bias

 
0.301

 
0.124

 
2.431

 
0.016

 Risk Aversion

 
0.140

 
0.128

 
1.100

 
0.273

 

 

R  R2

 MSE  F(3, 146)  P  
0.953

 
0.909

 
0.062

 
484.802

 
< 0.001
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Table 9 presents findings indicating a robust, positive, and statistically significant association 

between the predictors—overconfidence and availability biases, risk-avoidance, and financial 

literacy—and the outcome variable, investment decision-making. A multiple regression was 

performed to determine the extent to which these combined factors forecast investment 

choices among women entrepreneurs in Kaduna Metropolis. The analysis revealed a very 

strong positive association, with a correlation coefficient of  R = 0.953.

The coefficient of  determination (R²) indicates that the combined effect of  

overconfidence/availability bias, risk aversion, and financial literacy accounts for 

approximately 90.9% of  the variability in investment decision-making, highlighting their 

substantial joint contribution to the investment behaviors of  the participants. The overall 

regression model was found to be statistically significant, F(3, 146) = 484.802, p < .001, 

confirming the model's validity in explaining the observed relationships.

Table 10: Coefficients

Source: Researcher's Mediation Regression Analysis Output, 2025

The results summarized in Table 10 highlight the notable direct and indirect effects of  

behavioral biases on investment decision-making, with financial literacy functioning as a 

mediating factor.

Specifically, overconfidence and availability biases exhibit a statistically significant direct 

effect on investment decision-making (β = 0.152, p = 0.001). When financial literacy is 

introduced into the model as a mediator, the direct effect of  these biases decreases from the 

original coefficient of  β = 0.157. This attenuation indicates that financial literacy partially 

mediates the relationship between overconfidence/availability bias and investment behavior.

Similarly, risk-aversion exerts a strong and significant direct influence on investment 

decisions (β = 0.854, p < 0.001). Upon including financial literacy as a mediating variable, the 

coefficient slightly declines from its initial value of  β = 0.858, further confirming a partial 

mediating effect. Moreover, financial literacy independently demonstrates a significant direct 

impact on investment decision-making (β = 0.067, p = 0.047). The reduction in the predictive 

power of  both overconfidence/availability bias and risk-aversion when financial literacy is 

accounted for emphasizes the pivotal role of  this mediator. These findings collectively suggest 

that among women entrepreneurs in Kaduna Metropolis, enhanced financial literacy can 

buffer the influence of  behavioral biases, fostering more informed and rational investment 

decisions.

Predictor  Coeff  SE  t  P  
Constant  0.115  0.109  1.04  0.297  
OverC/Avail Bias

 
0.152

 
0.051

 
2.980

 
0.001

 Risk Aversion

 
0.854

 
0.052

 
16.423

 
0.000

 Financial Lit

 

0.067

 

0.033

 

2.006

 

0.047
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Indirect Effects (Bootstrapping) 

Table 12: Indirect Effects (Bootstrapping)

Source: Researcher's Mediation Regression Analysis Output, 2025

Financial literacy partially examines the connection between risk aversion and behavioral 

biases and the investment choices made by female business owners in Kaduna Metropolis. 

Both bias in behavior (indirect impact = 0.07) and aversion to risk (indirect effect = 0.16) were 

found to have substantial indirect effects on financial literacy-based investment decision-

making. The mediation is incomplete since, even after accounting for financial literacy, the 

direct impacts of  risk aversion and behavioral bias remained substantial. The hypothesis 

model's explanatory power was marginally enhanced by adding knowledge of  finance as a 

mediator, as evidenced by the R2 value increasing from 0.906 to 0.909. This suggests that a 

little percentage of  the variation in investing choices may be explained by financial 

knowledge.

Test of Hypotheses

The results above are used in testing the following hypotheses:

Hypothesis (H01):

The first hypothesis, which suggested that behavioral biases such as overconfidence and 

availability exert no significant influence on the investment decisions of  women 

entrepreneurs in Nigeria, is not supported. The results indicate a positive and statistically 

meaningful relationship, with a coefficient of  0.152 and a p-value of  0.001. This demonstrates 

that these cognitive biases are important determinants of  investment behavior within the 

studied population.

Hypothesis 2 (H02):

Similarly, the second hypothesis, asserting that risk-aversion does not significantly affect the 

investment decisions of  women entrepreneurs, is also rejected. The analysis shows a strong 

and statistically significant effect, with a coefficient of  0.854 and a p-value below 0.001. These 

findings confirm that risk-aversion plays a central role in shaping the investment choices of  

the target group.

Hypothesis 3 (H03):

The third hypothesis proposed that financial literacy does not serve as a significant mediator 

between behavioral biases, risk-aversion, and investment decision-making. To examine this, 

indirect effects were evaluated using bootstrapping techniques, with detailed results presented 

in Table 12. The analysis reveals that the confidence intervals for the indirect effects linking 

both availability bias and risk-aversion to investment decision-making through financial 

literacy exclude zero. Consequently, the null hypothesis is rejected, indicating that financial 

Mediator  Independent Variable  Effect  BootLLCL  BootULCL  
Financial Literacy

 
Behavioural Bias

 
0.07

 
0.02

 
0.14

 Financial Literacy 

 
Risk Aversion

 
0.16

 
0.07

 
0.27
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literacy significantly mediates the impact of  availability bias and risk-aversion on the 

investment decisions of  women entrepreneurs in Nigeria.

Discussion of Findings

This research explored how financial literacy, cognitive biases, and risk-avoidance collectively 

influence the investment behaviors of  women entrepreneurs in Nigeria. The study employed 

an explanatory, quantitative, cross-sectional survey design, drawing data from a sample of  

180 women-owned enterprises situated across Kaduna Metropolis, including Kaduna North, 

Kaduna South, Chikun, and Igabi Local Government Areas. Participants were selected using 

a multistage sampling approach. Primary data were gathered through a structured 

questionnaire and analyzed using descriptive statistics—frequencies, percentages, means, 

and standard deviations—alongside multiple regression mediation analysis conducted via 

Hayes' PROCESS Macro (Model 4) in SPSS 23. Demographic profiling revealed that the 

largest proportion of  respondents (41.3%) fell within the 45–54-year age range. 

Educationally, the majority (35.3%) held either a Higher National Diploma (HND) or 

bachelor's degree. With respect to entrepreneurial experience, the most common duration of  

business operation was 11–15 years (28.0%). Trading emerged as the predominant business 

activity, representing 27.3% of  the sample.

The mediation regression outcomes highlighted that behavioral biases, particularly 

overconfidence and availability, exert a significant positive effect on the investment decision-

making of  women entrepreneurs (B = 0.152, p = 0.001). This observation aligns with 

contemporary findings by Seraj et al. (2022), who identified overconfidence as a key 

moderator linking financial literacy to investment choices, and with Abdin, Qureshi, Iqbal, 

and Sultana (2022), who reported a significant positive association between overconfidence 

and investment performance. The positive role of  availability bias is also corroborated by 

Hayati et al. (2022), who noted that decisions are often influenced by information that is 

easily recalled or recently acquired. This is further supported by the studies of  Grima et al. 

(2025) and JISEM (2025), which demonstrated statistically significant positive effects of  

availability bias on investment decisions. Nevertheless, these findings contrast with seminal 

works by Odean (1999) and Barber and Odean (2001), which argued that overconfidence may 

lead to excessive trading and negatively impact investment outcomes.

Regarding risk-avoidance, the analysis revealed a significant positive effect on investment 

decision-making (B = 0.854, p < 0.001), aligning with the studies of  Adil et al. (2022) and 

Subramaniam and Velnampy (2017), which documented that cautious approaches often 

shape investment strategies. The results are also consistent with Edison and Aisyah (2023), 

who showed that individuals adjust their investment choices after experiencing regret in prior 

rounds. Conversely, the findings diverge from Wangzhou and Khan (2021) and Shah and 

Malik (2021), whose studies reported negative effects of  regret aversion on investment 

activity and trading frequency.

Furthermore, financial literacy was found to serve as a significant mediator in the 

relationships between both availability bias and risk-aversion and investment decision-
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making among the sampled women entrepreneurs (CI for Availability Bias: [0.02, 0.14]; CI 

for Risk-Aversion: [0.07, 0.27]). This supports the findings of  Iram et al. (2023), who observed 

that financial literacy mitigates the distorting effects of  overconfidence on investment 

decisions. The result also aligns with Kasoga (2021), who reported that financially 

knowledgeable investors are more likely to use a broad range of  reliable information sources, 

whereas those with lower literacy often rely on informal advice, making them more 

vulnerable to availability bias. Additionally, Iram et al. (2023) emphasized that enhanced 

financial knowledge and communication skills enable investors to differentiate credible from 

unreliable information, thereby improving the rationality and quality of  their investment 

decisions.

Conclusion

The findings of  this study indicate that financial literacy functions as a significant partial 

mediator between certain cognitive biases—particularly overconfidence and availability 

bias—and the investment decisions of  women entrepreneurs in Nigeria. Likewise, financial 

literacy partially mediates the effect of  risk-aversion on their investment choices. A notable 

insight from the research is that availability bias and risk-aversion do not demonstrate a strong 

direct effect on investment decisions; however, their influence becomes pronounced when 

filtered through financial literacy. This highlights the crucial role of  financial knowledge in 

enabling women entrepreneurs to navigate complex investment scenarios. Higher levels of  

financial literacy equip these entrepreneurs to make more informed, rational investment 

choices, thereby reducing the indirect impact of  cognitive biases and risk-related perceptions.

Recommendations

Based on the study's findings, the following measures are proposed to strengthen the 

investment decision-making capacity of  women entrepreneurs in Nigeria:

 

1. Focused Financial Literacy Initiatives: Government bodies, financial institutions, 

and business development agencies should collaboratively develop and implement 

specialized programs aimed at enhancing the financial knowledge of  women 

entrepreneurs. These initiatives should comprehensively address topics such as 

budgeting, investment appraisal, risk management, and personal financial planning 

to build a robust foundation of  financial competence.

2. Practical Investment Training: Considering that financial literacy mediates the 

effects of  availability bias and risk-aversion, it is essential to provide targeted training 

that emphasizes practical investment skills. Such training should cover strategies for 

evaluating risk, making well-informed investment choices, and fostering rational 

financial decision-making. The goal is to enable women entrepreneurs to consciously 

recognize and mitigate cognitive biases, ensuring more deliberate and effective 

investment behavior.

3. Integration of Financial Literacy into Entrepreneurship Policy: Policymakers are 

urged to embed financial literacy development as a core component of  national 

entrepreneurship and SME development policies. By ensuring that women 

entrepreneurs have access to the necessary cognitive and analytical tools, such 
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policies can foster a more robust and informed investment landscape, ultimately 

contributing to the growth and sustainability of  female-led enterprises in Nigeria.
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APPENDIX

QUESTIONNAIRE

Research Title: Financial Literacy, Behavioral Biases, and Risk Aversion: Implications for Women 

Entrepreneurs' Investment Decision-Making in Nigeria

Section A: Demographic Information 

(Please tick ✓ where appropriate)

1. Age:

o Below 25 years

o 25 – 34 years

o 35 – 44 years

o 45 – 54 years

o 55 years and above

2. Educational Qualification:

o Secondary School

o OND/NCE

o HND/Bachelor's Degree

o Postgraduate Degree

o Others (Specify) __________

3. Years in Business:

o Less than 5 years

o 5 – 10 years

o 11 – 15 years

o 16 – 20 years

o Above 20 years

4. Business Sector:

o Trading

o Manufacturing

o Services

o Agriculture

o Others (Specify) __________
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Section B: Behavioral Biases (Independent Variable 1)

(Please use a 5-point Likert scale to indicate how much you agree with each of  the following 

statements: Strongly disagree, disagree, neutral, agree, and strongly agree are represented by 

the numbers 1 through 5. 

Bias in Overconfidence 

1. I am certain that I can forecast investment results more accurately than the majority of  

business owners. 

2. I base my financial selections more on my own discretion than on professional guidance.

3. I believe I can manage investment risks more effectively than others.

4. I am certain that my past success in business guarantees future success in investment.

Availability Bias

5. I often base investment decisions on information that is recent or easily recalled.

6. News and media reports influence my investment choices significantly.

7. I give more attention to information that is frequently repeated in the public domain.

8. I tend to invest in opportunities I hear about often, regardless of  other alternatives.

Section C: Risk Aversion (Independent Variable 2)

9. Despite the lower profits, I like low-risk investments. 

10. I steer clear of  ventures with unpredictable results, even when they may yield higher 

profits.

11. I prefer investments with guaranteed returns over those with high potential but uncertain 

gains.

12. I often reject investment opportunities if  the risk of  loss is high, even if  profit is possible.

Section D: Financial Literacy (Mediating Variable)

13. I have a clear understanding of  fundamental financial principles, including concepts like 

interest rates, inflation, and the benefits of  spreading investment risk.

14. I am capable of  evaluating financial statements thoroughly before committing to any 

investment.

15. I possess knowledge about various investment vehicles, such as equities, bonds, and 

mutual funds.

16. I am proactive in pursuing financial training or educational opportunities to enhance my 

investment decision-making abilities.

17. I can efficiently plan, budget, and oversee the financial operations of  my business.

Section E: Investment Decision-Making (Dependent Variable)

19. I thoroughly examine all relevant information before making investment choices.

20. I employ diversification strategies to minimize potential investment risks.

21. I take into account both immediate and long-term consequences when making investment 

decisions.

22. I analyze previous investment experiences to inform and improve future decisions.

23. I ensure that my investment decisions support the overarching growth and strategic 

goals of  my business.
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Response Format

· Strongly Disagree = 1

· Disagree = 2

· Neutral = 3

· Agree = 4

· Strongly Agree = 5

✅ This questionnaire directly addresses your objectives & hypotheses of the study:

· H01 & Obj 1 → Items on overconfidence & availability bias (Q1–8).

· H02 & Obj 2 → Items on risk aversion (Q9–12).

· H03 & Obj 3 → Items on financial literacy as mediator (Q13–17) and investment 

decision-making (Q18–22).
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