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ABSTRACT

The purpose of this study — is to determine how financial knowledge, attitudes and behaviours (determinants of finan-
cial literacy) influence an individual’s overall financial well-being. The methodological basis of the study was a survey of
115 respondents, for which a well-structured questionnaire was developed. Smart PLS version 3 software was used to
conduct the PLS analysis. The authors applied a multivariate methodology called Structural Equation Modelling (SEM)
to integrate characteristics that cannot be seen directly. It is concluded that both financial attitudes and financial behav-
iour affect financial well-being, with financial behaviour having a greater impact on financial well-being, while financial
knowledge does not. The ultimate goal of financial literacy is to increase financial well-being among the population.
The results of this study can be used by policy makers, government and educational institutions who should pay more
attention to improving the very determinants of financial literacy that affect financial well-being.
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INTRODUCTION
Due to the COVID-19 pandemic, the economy of all
over the world are affected, this pandemic causes
inflation, unemployment, poverty, and well- being are
also declining. Due to lock down, financial hardship
is having a harmful impact on mental and physical
health. Stress, anxiety, sadness, and suicide are all
problems that our society faces [1]. Financial literacy
has become a hot topic in recent years as it relates to
people’s financial empowerment and their lives. It
piques the interest of the average person who wants
to meet their daily financial needs while also planning
for a secure future. Financial literacy improves people’s
ability to access financial services, manage their
budgets, and make the best use of resources, which
promotes economic development. People’s confidence
and self-control improve as a result of financial
literacy, which encourages them to participate in the
formal economic system. It will boost your confidence
and well-being. According to the literature, different
researchers define financial literacy differently. The
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OECD! explains financial literacy as “a mixture of
understanding, expertise, ability, attitude, and action
required to take sound decisions related to finance and
eventually achieve individual well-being”.
literacy” is the ability to make sound decisions and make
appropriate decisions related to the use and monitoring
of financial assets and liabilities [2]. People who are
financially literate make smart financial decisions and
are less likely to be manipulated in financial matters [3].
Previous research on financial literacy has revealed that
there is a global lack of financial literacy. Governments,
non-profit organisations, and educational institutions
are taking a variety of steps, such as financial education
programmes, to enhance the community’s level of
financial literacy. It is necessary to construct financial

Financial

1 OECD. G20. Oecd Infe Core Competencies Framework on
Financial Literacy for Adults G20. Oecd Infe Core Competencies
Framework on Financial Literacy for Adults G20. Oecd
Infe Report on Adult Financial Literacy in G20 Countries.
2017:1-80. URL: www.financial-education.org (accessed on
13.11.2021).
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education efforts around the many parts of financial
literacy, such as financial knowledge, financial attitude,
and money management behaviour, in order for them
to be successful. This will allow individuals to benefit
more from financial literacy programmes. The OECD?
has provided a comprehensive examination of financial
literacy. Financial literacy is defined as “a combination
of financial behaviour, financial conduct, and financial
awareness”. To improve public financial literacy, it is also
necessary to focus not only on financial knowledge and
awareness, but also on the analysis of financial attitudes
and financial behaviour. Financial knowledge has the
potential to influence both financial attitudes and
financial behaviour. A link between financial attitudes
and financial behaviour may also exist, as a negative
financial attitude may lead to less favourable financial
behaviour and vice versa. Therefore, it is important to
understand how financial knowledge, financial attitude,
and financial behaviour affect the financial well-being in
connection to financial aspects of people’s lives.

LITERATURE REVIEW
AND RESEARCH GAP
Financial literacy has been studied in a variety of ways.
In many nations, government entities, commercial
organisations, and individuals have conducted studies
to measure their country’s degree of financial literacy.
Njehia [4] “People’s willingness to comprehend
financial information and make logical judgments
about financial saving, capital accumulation, debt, and
pensions”. Financial literacy, according to Atkinson
and Messy [5], is “a mix of awareness, knowledge, skills,
attitude, and conduct required to make smart financial
decisions and ultimately attain individual financial
well-being”. According to Huston [2], “Financial literacy
has created an implementation layer that enables
individuals to have the competence and trust to utilise
their financial abilities to make financial decisions”.
The concept of financial literacy is still being debated.
In the present literature, financial literacy has many
interpretations since financial literacy authorities have

2 Organisation for Economic and Cooperation and
Development. Measuring financial literacy: questionnaire and
guidance notes for conducting an internationally comparable
survey of financial literacy. URL: https://www.oecd.org/
finance/financial-education/49319977.pdf  (accessed  on
13.11.2021).
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given researchers and authors freedom to transmit
and assess financial literacy [6]. Financial knowledge,
financial behaviour, and financial awareness are all
terms that should be used interchangeably [7-9]. To
measure individual financial literacy, the majority of
the studies used an objective evaluation technique.
Various researchers utilised objective exams in various
ways to measure an individual’s financial literacy.
Bhushan and Medury [10] evaluated financial literacy
by asking objective questions on income, savings,
investments, budgeting, and credit management. Other
researchers studied the time value of money, risk and
return, interest, diversification, and inflation [11]. In
this study, researchers investigated the relationship
between financial education, financial socialization, and
money attitudes and found that financial education and
financial socialisation have more influence on financial
literacy. Previous research has found a poor degree of
financial literacy among the low— income group, women,
students, the less educated, the lower income group, and
minorities [7, 12, 13] and NISM.* According to a study
of the literature, most research on the evaluation of
literacy among the public considers just one component
of financial literacy, namely financial knowledge, with
other elements, such as financial attitudes and financial
behaviour, being examined only in a few studies. As a
result, the primary goal of the study is to investigate
the relationship between financial knowledge, financial
attitudes, and financial behaviour with financial well-
being. According to the survey conducted by Standard
& Poor’s Financial Services,* financial literacy is at 24%,
which is poor as compared to the rest of the world, and
approximately 76% of the adult population in India do
not even have a proper understanding of basic financial
concepts. But in India, Haryana is the only state with
the maximum financial literacy centre in India. Haryana
is classified into 6 divisions and 22 districts. Right now,
61 financial literacy centres are actively functioning in
Haryana. Haryana is a state in northern India with 22
districts, and it is the seventeenth most crowded state.
Haryana is on the path of development. The economy

3 NISM. Financial Literacy and Inclusion in India: Final
Report — India. 2014.

4 Klapper L., Lusardi A., van Oudheusden P. Insights from the
Standard & Poor’s Ratings Services Global Financial Literacy
Survey. Finance Lit around world. 2017;1-27. URL: http://
www.openfininc.org/wp-content/uploads/2016/04/2015-
Finlit paper 17 F3 SINGLES.pdf (accessed on 13.11.2021).
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of Haryana is also growing. Over the last few years, the
financial literacy of Haryana has increased significantly.
According to the report of Haryana Minister of State
for Welfare of Scheduled Castes and Backward Classes,’
“Haryana’s total literacy level is 75.55%. The literacy
rate of males and females is 84.06% and 65.93%,
respectively”. Based on this, the researcheris compelled
to investigate the relationship between financial
knowledge, financial attitude, and financial behaviour
and financial well-being.

DETERMINANTS OF FINANCIAL LITERACY
A variety of factors influence financial literacy, which
have been identified through a review of prior studies.

Demographic Factors

There was a wide range of demographic parameters that
were taken into account while evaluating the age and
gender of the respondent. These variables contribute
to the demographic profile of respondents, which
influences financial literacy. Research shows that male
respondents had a higher level of financial literacy than
female respondents when gender is taken into account
[14].

Socioeconomic Factors Socioeconomic
Occupation, personal income, position and education
are examples of socioeconomic factors. Using
socioeconomic indicators as a latent variable in
determining financial literacy was the goal of the
questionnaire.

Factors in the Background:

Factors such as familial upbringing, childhood memories,
job stability, personal relationships, geographic location,
major life events, health, and financial resources are
all part of one’s background. Financial literacy may be
influenced by a person’s upbringing and family, i.e.,
educated parents are more likely to teach their children
about the importance of money management.

Behavioural factors
Self-confidence, self-esteem, future transformation,
future prosperity, and other behavioural characteristics

5 Haryana Minister of State for Welfare of Scheduled Castes
and Backward Classes, 2020.
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are all important considerations in the decision process.
Individuals’ financial literacy is influenced by a variety
of circumstances.

Financial Attitude
Financial attitude is one factor that encompasses
themes such as whether a person can handle their own
money or if they are interested in developing their
thinking abilities or increasing their thinking capacity
to enhance information on subjects of interest.

Financial influences
Financial influences are the effects of family, peers,
friends, and others on an individual’s ability to manage
money or make sound financial choices. Influences may
come from official sources such as financial experts
or from informal sources such as family and friends.
Influences may also come from a mentor.

Other factors

A sense of hopelessness, religion, and financial comfort
may also have an impact on an individual’s financial
literacy. The term “hopelessness” refers to the negative
impact on several aspects of financial behaviour and
well-being. In other words, those who are deeply in debt
often make hasty judgments. The degree to which a
person clings to his or her religious ideas, morals, and
so on is referred to as religiosity. The quantity of money
generated and possessed by an individual to satisfy his
or her living requirements is referred to as “financial
contentment”.

Financial Wellbeing
Previous research studies have defined financial well-
being as one of the branches of well-being. Mokhtar et
al. [15] describe financial wellness as an abstract notion
used to explain an individual’s or family’s financial
position. Financial well-being as a function of personal
traits, objective qualities, perceived attributes, and
evaluative features of the financial domain. According
to the CFPB,* “a person’s financial well-being is defined
as the ability to fulfil all present and future financial
obligations and responsibilities, as well as making

¢ Scale CFW. This statement describes me Completely. Very
well Somewhat. Very little. Not at all: 3-5. URL: https://files.
consumerfinance.gov/f/documents/bcfp_fin-well-being full-
scorecard.pdf (accessed on 13.11.2021).
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decisions that allow for happiness and well-being”. Joo
[16] draws the concept of financial well-being from the
notion of general well-being and specifically defines
it as a prerequisite for financial health, pleasure, and
worry-free living. It is crucial.

OBJECTIVES OF THE STUDY
In this study, the primary goal is to examine the impact
of financial knowledge, financial attitude, and financial
behaviour on an individual’s entire financial well-being.
On the basis of objectives and framework, the following
hypothesis has been drawn by the researcher (Fig. I).

The Relationship Between Financial Knowledge and
Financial Wellbeing

Financially literate people having the basic knowledge
of the financial concept and financial product. OECD’
financial knowledge is the key determinants of financial
literacy. Huston [2] defines After reviewing more
than 71 research publications, author have identified
four key components of financial literacy: concept of
money, saving and investing as well as borrowing and
protection are all covered. OECD? include five concepts
of financial knowledge — simple interest, compound
interest, the time value of money, and the influence
of inflation on investment returns and price levels.
Riitsalu and Murakas [17] in this study researchers
found that objective financial knowledge, having
less effect of financial well-being as compare to the
subjective knowledge of financial knowledge, in this
study researchers found that socio—economic factors
affect the financial well-being more. Gerrans at. el. [18]
found that financial literacy not only influence financial
behaviour, but also financial satisfaction. On the basis
of above following hypothesis has been drowned
and tested and Indicators of financial knowledge is
general knowledge of personal finance, saving, loans,
investment, insurance.

7 Organisation for Economic and Cooperation and Development.
Measuring financial literacy: questionnaire and guidance
notes for conducting an internationally comparable survey
of financial literacy. URL: https://www.oecd.org/finance/
financial-education/49319977.pdf (accessed on 13.11.2021).

8 OECD. G20/0OECD Infe Core Competencies Framework
on Financial Literacy for Adults G20/OECD Infe Core
Competencies Framework on Financial Literacy for Adults
G20/0ECD Infe Report on Adult Financial Literacy in G20
Countries. 2017;1-80. URL: www.financial-education.org
(accessed on 13.11.2021).
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HO1: Financial knowledge has no significant influence
on financial well-being.

The relationship between financial attitude and financial
well-being
Financial attitude can be defined as a personal tilt toward
financial products, which is only possible if people have
a positive attitude toward the financial product and
create a positive attitude toward the financial product.
Financial literacy plays an important role. Chijwani [19]
determined that the emphasis should be on cultivating
favourable financial attitudes among the people of
this country in order to achieve good financial literacy.
Only then can any financial education programme
provide genuine benefits. Ajzen [20] Decision-makers’
behaviour has been shown to affect financial attitudes,
and their economic and non—economic perceptions will
strengthen their attitudes. Ibrahim and Alqaydi [21]
concluded in their study that education could change
personal financial attitudes and further reduce credit
card dependence. Yuesti et al. [22] also concluded that
financial attitudes and financial behaviour variables
positively affect financial literacy and financial well-
being. Financial attitudes may also affect financial well-
being along with financial behaviour. Previous research
concluded that there is a correlation between financial
attitudes, financial literacy, and financial well-being.
Ibrahim and Alqaydi [21] found that if an individual had
a strong financial attitude, they borrowed less from the
bank and credit cards. Sohn et al. [16] found the financial
socialisation agent, financial attitude, and financial
literacy positively affects financial literacy. Haque et
al. [23] concluded that a positive financial attitude and
financial literacy help with financial well-being and
women’s empowerment. The following hypothesis has
been developed based on the above literacy and for the
purpose of the study. The financial attitude is revealed by
record income and expenditure, take care of the budget
you made, save money every month for the future, and
pay off all of your debts each month.
HO2: Financial attitude has no significant influence

on financial wellbeing.

Financial Behaviour and its Relationship to Financial
Well-Being
Financial behaviour refers to people’s actual financial
decisions in the financial market, linked to their savings,
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Fig. 1. Conceptual Model

Wellbeing

Source: based on reviews of literature, a research framework developed by the authors.

debt, and expenditure levels. Atkinson and Messy [5]
found that individuals’ realistic financial attitudes, such
as effective budget preparation and financial stability,
improve their financial literacy, while negative financial
attitudes, such as loans and credit, disrupt their financial
well-being. Taft et al. [1] concluded that financial literacy
and financial attitude can lead to positive financial
behaviour, so it is necessary to consider the impact of
financial literacy on financial behaviour. Gerrans et al.
[18] examine the relationship between financial wellness
and personal well-being. In this study, they found that
financial literacy helps with change in behaviour and
improves decision-making capabilities and living
standards. According to the OECD,’ financial behaviour
is very important and is a key component of financial
literacy. Mokhtar and Husniyah [24] examined whether
the work environment, financial stress, locus of control,
and financial behaviour were all found to be strongly
linked to financial well-being. Furthermore, financial
stress was the most powerful factor influencing financial
well-being, followed by the work environment. On the
basis of previous studies, the following hypothesis
has been developed and tested. Financial behaviour
in this study is indicated by consumption, cash flow
management, saving and investment.

HO3: Financial behaviour has no significant influence
on financial wellbeing.

9 Organisation for Economic and Cooperation and
Development. Measuring financial literacy: questionnaire and
guidance notes for conducting an internationally comparable
survey of financial literacy. URL: https://www.oecd.org/
finance/financial-education/49319977.pdf  (accessed  on
13.11.2021).
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RESEARCH METHODOLOGY
Sampling Technique and Sample Size

Ambala district, Haryana, was the target demographic
area in this investigation. In a self-administrated
questionnaire, a questionnaire was validated by three
professors from different departments at Sharda
University, Greater Noida (India). Data was collected
via an online and offline mode. Because of the time
restrictions, 115 respondents were identified in this
study. Probability sampling was used for this study.

Instrumentation
Almost all the data that was examined by computer was
collected via a self-administered questionnaire. The
questionnaire was split into two. The demographic
variables are in the first section, and the second section
includes questions on independent and dependent
variables. Previous research was used to develop the
question. In this study, 20 questions were asked to
check the financial knowledge and understanding, 10
questions related to financial attitude, 10 questions
related to financial behaviour, and 10 questions were
asked related to financial well-being. After factor
analysis, a few questions from financial knowledge,
financial attitude, and financial behaviour were dropped
whose loading was less than 50. In this study, data was
collected on a 5—point Likert scale.

Demographic and socioeconomic characteristics
of the sample
The characteristics of the sample used for the analysis
(Table 1). The questionnaire was sent to more than 400
people, but only 150 showed an interest in it. A total
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of 150 questions was coded in SPSS for analysis and
during the data cleaning, 35 questions were found as
outliers, so in this study only 115 respondents were
taken into consideration, and of those, 55.65% were
female and 44.35% were male. In the sample, there is
no greater difference in marital status between males
and females, i.e., 51.30% are married and 48.70% are
unmarried. In the sample, the maximum respondents
were graduates, masters, and professionals, with 29.57%,
31.30%, and 32.17%, respectively. In the sample, 5.22
percent were those who studied at school level, and
1.74% were illiterate. The sample consists of a maximum
of respondents earning a monthly income between
INR 25001 and INR 50000, i.e., 28.70%, 18.26% of the
respondents earning up to INR 25000, 18.26% of the
respondents earning INR 50001— INR 75000, 19.13%
earning INR 75001 — INR 100000, and 15.65% earning
above INR 100000. 6.09% of the respondents were
working as professionals, 60.87% of the respondents
were salaried, 12.17% were still studying, 1.74% of
the respondents were farmers, and 19.13% were
unemployed. And the sample consisted of 54.78% of
respondents from joint families and the rest, 45.22%,
from nuclear families. The questionnaire was prepared
with extreme seriousness, including all the relevant
details on the 5-point Likert scale.

The reliability of all questions related to financial
knowledge, financial attitude, financial behaviour
and financial wellbeing is high. 83, which shows the
high reliability of the questions and shows that all the
questions are relevant for the study. The questionnaire was
distributed online through the use of Internet-mediated
surveys because of pandemic fears of people avoiding
social gatherings for the safety of their families. For this
study social distancing was taken into consideration, and
maximum data was collected through online mode.

Since in this study, only three factors of financial
literacy (financial attitude, financial behaviour, and
financial knowledge) are taken into consideration for
determining financial well-being. In this research, a multi—
variate approach known as Structural Equation Modelling
(SEM) is taken into consideration, which uses latent
variables that are indirectly assessed via indicators. Since
abstract constructs cannot be measured directly, latent
variables and constructs are needed, and since they are
invisible, they must be detected using indicator variables
and statements. The researcher utilised a variance—based

126

SEM technique known as PLS—SEM to accommodate

a small sample size (Partial Least Square—Structural

Equation Modelling). The PLS—SEM is capable of handling

construct measures that are either single—item or multi-
item in design, and is capable of handling both reflective

and formative measurement models. The PLS—SEM and

CB-SEM findings do not vary much, therefore the PLS—
SEM outputs may be used as a reliable alternative to the

CB-SEM outputs. Some of the most often cited reasons

for using PLS—SEM include data features such as a small

sample size, non—-normal data, and scale of measurement

(i.e., the use of various scaling types) [25-27]. A Smart PLS

version 3 was carried out for the PLS analysis, which was

accessible for a free trial of 30 days on the official website.
The result of this research follows the two—step approach.
First, the assessment of the adequacy of the measurement

model and second, an evaluation of the structural model.
The first step is to ensure that the measurement model

is sound, and the second is to investigate the structural

model.

ASSESSMENT OF MEASUREMENT MODEL
Examining reliability, convergence, and discriminative
validity shows that the model is right for the job.
The composite reliabilities are also shown (Table 2),
and they’re all above the 0.7 threshold, which thus
indicates the acceptable limits of reliability. As a result,
convergent validity may be measured by the square root
of the average variance extracted (AVE), which is defined
as the variance that is shared between a construct and
the indicators of the construct. Due to the fact that each
concept has an average variance equal to or greater than
0.5, convergent validity is proven.

ASSESSMENT
OF THE STRUCTURAL MODEL
In order to test the hypotheses, PLS was used to
evaluate the structural model. The path coefficient and
R-Squared values of the model is also provided in Table 3.
According to Table 3 pcvalue (P < 0.05) derived from the
t—statistics it can be inferred that financial knowledge
has no significant impact on financial well-being, hence
we accept the null hypotheses at 95% of confidence. As
per the Table 3 financial behaviour has a strong impact
on financial well-being. Similarly, the impact of financial
attitude of financial well-being is positive because
“P” value is less than level of significance. So, at 95%

©® FINANCE: THEORY AND PRACTICE 4 Vol. 26, No.5°2022 ¢ FINANCETP.FA.RU
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Demographic and Socioeconomic Details of the Respondents

Table 1

Male 51 44,35
Gender of respondent
Female 64 55.65
married 59 51.30
Marital status of Respondent
unmarried 56 48.70
ILliterate/Uneducated 1.74
School Level 6 5.22
Qualification of Respondent Graduate 34 29.57
Masters 36 31.30
Professional 37 3217
Rural 14 12.17
Area of Living
Urban 101 87.83
Business/Professionals 7 6.09
Salaried Employee 70 60.87
What is the occupation of the respondent | Students 14 12.17
Farming 2 1.74
Not Working 22 19.13
Upto INR 25,000 21 18.26
INR 25,001 — INR 50,000 33 28.70
Monthly Family Income INR 50,001 — INR 75,000 21 18.26
INR 75,001 — INR 100,000 22 19.13
Above 100,000 18 15.65
) Joint Family 63 54.78
Type of respondent family -
Nuclear Family 52 45.22
ILliterate/Uneducated 15 13.04
School Level 52 45.22
Education of respondent Parents
Under Graduate/ Post Graduate 39 3391
Professional Education 9 7.83
Source: compiled by the author.
Table 2

Composite reliability, AVE & Cronbach Alpha (Output from Smart PLS v3.0)

Financial Attitude 0.882 0.600 0.838
Financial Behavior 0.952 0.741 0.941
Financial Knowledge 0.905 0.399 0.924
Financial Well-being 0.934 0.592 0.920

Source: compiled by the author.
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Fas

Fhnancial
Arertude

Fig. 2. Structural model
Source: compiled by the author, PLS Smart PLS.

level of confidence, we reject the H02 and HO3. Hence

model concluded that financial attitude and financial

behaviour having significant influence on financial well-
being and financial knowledge (Fig. 2).

The outcomes of the hypotheses have been summarized
in below Table 4.

In the above conceptual model one latent variable
identified that is financial well-being so we have only
one R-square value. Though impact of financial behaviour
as well as financial attitude of financial well-being
significantly provides significant impact.

MANAGERIAL IMPLICATIONS
AND ITS LIMITATIONS
This study has practical implications for the design of
financial literacy programs. The primary goal of the
research is to determine the relationship between the
determinant of financial literacy and financial well-
being. In this study, only three factors of financial
literacy were taken into consideration, and it was found
that only financial attitude and financial behaviour
had a greater influence on financial well-being. This
study partially supports the previous studies, as
previous research found that financial knowledge also
influences financial well-being, but as per the current
research, only financial attitude and financial behaviour
significantly influence financial well-being and among
the financial attitude and financial behaviour, financial
behaviour has a greater influence on financial wellbeing
[1,18, 28, 29] but we can’t ignore the other factors which
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0.938 (45.912)
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influence financial literacy and financial well-being. As
per the result, financial knowledge may be the important
factor of financial literacyj, it is not the important factor
of financial well-being. So, governments, financial
institutions, schools and colleges should focus on
building the right attitudes and financial behaviour for
the wellbeing of society.

CONCLUSION

The study identifies the important elements that
influenced financial well-being. A favourable
association was found between financial attitude
and financial behaviour 95% level of confidence. In
the case of financial knowledge in financial well-
being was negligible influence. Financial behaviour
is the main predictor of financial well-being and the
result of the current study was supported in previous
studies.

LIMITATIONS & FUTURE
RESEARCH
We can’t completely rely on this study because it’s not
free from the limitation. First limitation, this study was
conducted on small sample size taking only one district
of Haryana. Secondly, this study includes all working
and non-working groups from urban and rural. And
third one is only three factors included in this study;
other important factors are ignored i.e., socio—economic
factors, social networks, family socialisation and cultural
influence should also take into consideration. For

® FINANCE: THEORY AND PRACTICE 4 Vol. 26, No.5°2022 4 FINANCETP.FA.RU
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Table 3

Path Co-efficient and R-squared (Output from Smart PLS v3.0)

F|nanC|§l Knowledge — > Financial 0.002 0.057 0483

Well-Being

Financial Attitude — > Financial Financial

Well-Being 0.065 3.097 0.002 Well-being 0.939
Flnancgl Behavior — > Financial 0.938 45.912 0.001

Well-Being

Source: compiled by the author.

Table 4
Summary of hypotheses testing

HO1 Financial knowledge has no significant influence on financial well-being Accepted
HO2 Financial attitude has no significant influence on financial well-being Not Accepted
HO3 Financial behavior has no significant influence on financial well-being Not Accepted

Source: compiled by the author.

further studies, researcher can try to minimise the other ~ design the financial literacy program to achieve the end
limitation of the study. That will help the government to  result that is financial well-being.
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