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Abstract 

To examine the role of financial capabilities in building financial resilience and how perceived financial self-efficacy 

affect this relationship, we conducted a cross-sectional study with 201 emerging adults aged between 18-34 years (n=187, 

93%) in India who were experienced users of digital financial services. We used PROCESS macro to test the hypotheses. 

Results revealed full mediation of financial self-efficacy in the relationship between financial capability and financial 

resilience, highlighting the importance of emerging adults’ perceived confidence on their ability to undertake financial 

decisions and take control of their finances. While previous research on financial resilience was mostly associated with 

financial knowledge, which is a subset of financial capability. This study examined financial capability (a measure which 

includes financial knowledge and financial inclusion as its determinants) among emerging adults. Additionally, we 

employed multiple resilience-building behaviors to measure financial resilience including savings, money management, 

and risk management strategies. 
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1. Introduction 

Building resilience in the face of adverse financial events is an emerging area of research which has re-gained prominence 

in the recent years. Financial resilience has emerged as a critical aspect of an individual’s financial well-being (Demirgüç-

Kunt et al., 2022; Kulshreshtha et al., 2023). At the core of financial resilience lies the ability to withstand immediate 

financial shocks and to thrive in the face of ongoing financial downturns (Tahir et al., 2022). Salignac et al. (2019) defined 

financial resilience as “an individual’s ability to access and draw on internal capabilities and appropriate, acceptable 

and accessible external resources and supports in times of financial adversity”. A financially resilient individual is more 

likely to save up for emergencies (Despard et al., 2020), feel confident about its financial matters (Lone & Bhat, 2024), 

perform healthy money management practices (Sundarasen et al., 2016), and adopt risk mitigation strategies (Kass-Hanna 

et al., 2022). The lack of resilience does not just affect the individuals by increasing the probability of financial 

vulnerability, but it also has a bearing on the economy at large (Fernández-López et al., 2023; Hamid et al., 2023). As 

pioneered by Greene et al. (2004), individual’s attitude can play an important role in becoming resilient and they become 

more resilient as they develop financial knowledge and gain access to financial resources. Building financial resilience 

also requires individuals to perform such financial behaviors and practices that lead to financial security, and eventually, 

financial resilience (Salignac et al., 2019). 

Financial capability is assumed to be an important factor in building behaviors that make up financial resilience (Friedline 

& West, 2016; Pandey & Utkarsh, 2023). Financial capability has been defined by researchers in different ways (Atkinson 

et al., 2007; Johnson & Sherraden, 2007; Xiao et al., 2022). In this study, to emphasize the importance of both financial 

knowledge and financial inclusion, financial capability is defined as one’s ability to act and opportunity to act in their 

financial self-interest (Johnson & Sherraden, 2007). The ability to act includes the innate characteristics such as level of 

financial knowledge, whereas opportunity to act is represented through financial resources such as owning a savings 

account, having access to financial services and credit (Johson & Sherraden, 2007; Sherraden, 2013). Prior research has 

found associations between the components of financial capability separately; mostly focused on financial knowledge and 

financial behaviors (Das & Maji, 2023; Robb & Woodyard, 2011). However, financial capability is a wider concept, as 

such, we consider both financial knowledge and financial inclusion to provide a broader context.  

While majority of the studies highlight the importance of building financial capability for resilient behaviors, there are 

other factors as well which can influence financial resilience. Existing literature also finds the importance of psychological 

factors in shaping individuals’ financial behaviors. One such crucial psychological element is perceived financial self-

efficacy – one’s ability to feel confident about the financial decisions he/she makes derived from a sense of control over 

one’s financial affairs (Bandura, 1977). Financial literacy has a positive impact on financial self-efficacy (Herawati et 

al.,2020), and financial knowledge and financial confidence are the major antecedents of desirable financial behaviors 

(Das & Maji, 2023). Thus, financial self-efficacy can act as a link between knowledge and action (Bandura, 1982; Lone 

& Bhat, 2024). 
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The lack of financial exposure at a young age significantly influences financial choices in later life, which can hinder the 

propagation of financial decision-making skills (Mitra & Arnett, 2021; Ullah and Yusheng, 2020). Emerging adulthood 

is a unique phase of life in which an individual is most likely to gain financial and emotional independence, therefore, it 

becomes essential to resolve the challenges that inhibit emerging adults’ financial well-being (Arnett, 2004; Mitra & 

Arnett, 2021; Lanz et al., 2020). Financial resilience is a crucial component of financial well-being (Demirgüç-Kunt et 

al., 2022). Understanding the mechanisms that promote financial resilience during emerging adulthood period is also 

important for policymakers and practitioners to frame their policies more prudently.  

While prior studies on the topic have considered adults from different nations such as Finland (Ranta et al., 2020), Italy 

(Lanz et al., 2020), and Lithuania (Vosylis & Klimstra, 2022), research focusing on financial behavior of emerging adults 

in India, providing an emerging country’s perspective still remains scant and underexplored. Thus, the present study 

attempts to examine the association between financial capability and financially resilient behaviors of emerging adults in 

India. Despite the growing recognition of the intertwined nature of financial capability and resilience in the existing 

literature (Anvari-Clark & Ansong, 2022; Potocki & Cierpiał‐Wolan, 2019), there still exists a noticeable research gap in 

understanding how psychological factors, particularly perceived financial self-efficacy, mediate this relationship. 

Therefore, this study contributes to the existing literature by examining the indirect effect of financial capability on 

financial resilience through financial self-efficacy as a mediator, and in doing so, we aim to provide a more comprehensive 

framework to enhance financial resilience. 

 

2. Literature Review 

Financial capability and financial resilience 

Financial capability comprises two components – financial knowledge and financial inclusion (Johnson & Sherraden, 

2007; Sherraden, 2013). Financial knowledge plays a significant role in money management and personal financial 

management behavior of young adults (Sundarasen et al., 2016). Robb and Woodyard (2011) indicate that financial 

knowledge positively influence best practices behavior - setting aside emergency funds and risk management. As per West 

and Friedline (2016), financial knowledge and financial inclusion both significantly contribute to the likelihood of having 

emergency savings. Financial inclusion is another yet an integral component of financial capability (Nam et al., 2022). 

Singh and Kumar (2018) studied financial inclusion using dimensions such as banking penetration, availability of banking 

services, and usage of banking system. Prior research shows that individuals having access to financial services are more 

resilient than those who have low financial knowledge or are financially excluded (Hussain et al., 2019; Potocki & 

Cierpiał‐Wolan, 2019). Financial literacy and financial inclusivity are key factors in resilience-building financial 

behaviors in South Asia and Sub-Saharan Africa (Kass-Hanna et al., 2022). Greater financial knowledge and financial 

inclusion in terms of owning a bank account and holding financial products is associated with greater financial resilience 

(Hamid et al., 2023). Emerging adults who display lower levels of financial capability are more likely to have lower life 

satisfaction and higher depressive symptoms, leading to a lower overall well-being (Ranta et al., 2020). On the other end, 

individuals with high financial capability can afford unexpected expenses, save for emergencies, and are less likely to 

carry burdensome debt, thereby leading to positive impact on well-being (Despard et al., 2020; Friedline & West, 2016). 

Thus, this study hypothesizes that: 

H1: There is a positive relationship between financial capability and financial resilience. 

 

The mediating role of perceived financial Self-efficacy 

Some studies suggest that higher financial knowledge or capability may not necessarily lead to financially resilient 

behaviors or outcomes (Rothwell et al., 2016; Pandey & Utkarsh, 2023). As such, there are some intervening factors such 

as one’s attitude towards money, financial confidence, and financial self-efficacy through which financial capability may 

exert a more pronounced effect on financial resilience (Lone & Bhat, 2024). Individuals who are more confident in their 

ability to control financial matters are more likely to engage in desirable financial behaviors, and have higher level of 

financial satisfaction than their counterparts (Pearson & Korankye, 2023; Robb & Woodyard, 2011). Higher financial 

knowledge and skills in managing financial matters builds financial confidence and leads to positive financial behavior 

(Herawati et al., 2020). Also, individuals exhibiting high financial knowledge and financial self-efficacy are more likely 

to save for unexpected expenses (Ameer & Khan, 2020). Reyers (2019) found that financial self-efficacy is more important 

than objectively assessed financial ability, in the context of individuals making responsible financial choices. Financial 

literacy and financial self-efficacy were found to have significant roles in accelerating the savings behavior of the Indian 

farmers (Das & Maji, 2023).  

According to the resilience theory (Greene et al., 2004), peoples’ personal attitude is important to becoming resilient and 

they can become more resilient as they develop and have access to resources. Therefore, it is reasonable to assert that 

possessing objective knowledge of finances and having access to the financial services develops a sense of control over 

financial matters and boosts financial confidence, developing a positive financial attitude which in turn impacts financial 

outcomes. Based on the literature reviewed above, this study proposes the following hypotheses: 

H2: There is a positive relationship between financial capability and perceived financial self-efficacy. 

H3: There is a positive relationship between perceived financial self-efficacy and financial resilience. 
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H4: Perceived financial self-efficacy mediates the relationship between financial capability and financial resilience. 

Figure 1 shows the proposed mediation model and hypothesized relationships. This model explains the relationship 

between financial capability and financial resilience. The model proposes that perceived financial self-efficacy (M) 

functions as a mediator in the relationship between financial capability (X) and financial resilience (Y). In model 

estimation, we control for demographic variables including income, number of dependents, and number of earning 

members in the family. 

[Insert Figure 1 here] 

 

3. Methodology 

Participants and Procedure 

We conducted a cross-sectional survey using non-probability judgment sampling method (Hew et al., 2018). The 

population of the study comprises emerging adults who are experienced users of digital financial services, residing in 

Punjab, a state in India, aged 15 years or older. Data were collected through an online survey via social media platforms 

(WhatsApp and Facebook), email, and personal contacts. We made participation in the survey voluntary and anonymous. 

From the initial 286 responses obtained, after omitting incomplete and unengaged responses, 201 responses were used in 

the analysis. The sample size exceeds the suggested minimum sample size (55) computed using G* Power with an effect 

size of 0.15, and an alpha level of 0.05 to achieve a statistical power of 80 per-cent (Kumar et al., 2022). It is advisable to 

have a sample three times this number, thus, satisfying the minimum sample size’s requirements (Hair et al., 2013). The 

structured questionnaire consisted of four sections: 1) Questions on demographic profile of respondents, and 2) The second 

to fourth sections measured financial capability, financial self-efficacy and financial resilience. The details of 

construct/items, their source, and measurement scales are available in Annexure-I. 

 

Measures 

Financial Capability 

Our conceptualization of financial capability is based on the work of Johnson and Sherraden (2007) and Sherraden (2013). 

As such, we included two dimensions, financial literacy and financial inclusion to measure financial capability. Financial 

literacy was measured using 5 quiz questions from Pahlevan Sharif et al. (2020). These five questions were about simple 

interest, inflation, time value of money, risk & return, and diversification (Xiao & Porto, 2017). All five questions were 

recoded into binary variables in which 1=correct answer, 0=otherwise, and then the new variables were summed to form 

the financial literacy score ranged from 0 to 5. Financial inclusion was assessed through three variables viz. financial 

access, awareness, and usage (Nam et al., 2022). These variables were also considered significant predictors of financially 

inclusion as per National Centre for Financial Education (NCFE) financial literacy and inclusion survey report (NCFE, 

2019). Financial access was estimated by summing up 3 binary variables like having a bank account, access to digital 

financial services, and having access to credit. Awareness included items such as “I know the digital payments methods 

like Paytm/Google pay/Online Banking/Debit Credit Card etc.” and “I know the application of these apps such as checking 

bank balance/investing/financing/money transfer/settlement of transactions”. Usage included statements focusing on 

operating various financial products such as “I frequently use debit card/credit card, as it is a better option against cash” 

and “I frequently use digital banking, as it is a better option against cash”. Awareness (α=0.85) and usage (α= 0.90) were 

both measured on a 5-point scale. We use sum of Z-score of objective financial knowledge and financial inclusion to 

compute a standardized value of financial capability. 

 

Perceived Financial Self-efficacy 

Financial self-efficacy (α=0.82) is a unidimensional construct and the 5 items measuring it have been derived from Lone 

and Bhat (2024) and Rothwell et al. (2016) using 5-point scale ranging from 1 (strongly disagree) to 5 (Strongly agree). 

Financial self-efficacy scale reflects one’s perceived financial knowledge, financial confidence and a sense of control over 

finances while dealing with day-to-day financial matters with items such as: “I feel confident about the financial decisions 

I make”, “I feel comfortable dealing with banks and other financial institutions”, and “I feel that I can control my financial 

resources”. 

 

Financial Resilience 

The conceptualization of financial resilience is based on the model framework given by Salignac et al. (2019) and items 

that measure financially resilient behaviors were derived from Salignac’s conceptual framework and Kass-Hanna et al. 

(2022). We defined these resilient behaviors as emerging adults’ savings behavior, money management practices, and risk 

management strategies. In terms of savings behavior, we focus on whether the respondent have “sufficient savings to meet 

living expenses” and “are they good at planning financial affairs so as to contribute to future savings”. The variables 

related to money management included items such as “I am very organized when it comes to managing my money daily” 

and “I do a good job of balancing my spending and savings”. Similarly, risk management strategies considered if the 

respondent keeps funds saved up for emergency/ unexpected expenses, can they easily arrange funds worth ₹15000* in 

case of any emergency, within one week, and do they make sure they understand the commitments while entering into 
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any financial contracts.  These items were rated on a scale from 1 (strongly disagree) to 5 (strongly agree). The Cronbach’s 

alpha (α) for savings behavior, money management, and risk management was found to be 0.60, 0.79, and 0.58, 

respectively (Nunnally, 1994). The sum variable was constructed for financial resilience (α= 0.85).   

 

Data Analysis 

The present study uses Hayes’s (2018) PROCESS macro to examine the proposed mediation model. PROCESS is freely 

available and it can be added as an extension in the SPSS Version 24 or above. The model specifies financial capability 

as the independent variable, financial resilience as the dependent variable, financial self-efficacy as the mediator, and 

income, number of dependents, and number of earning members as the control variables in Model-4 of PROCESS macro 

(Hayes, 2018). The bootstrap procedure with 5,000 sample replications at a 95% confidence level produces robust standard 

errors for the parameter estimates. The PROCESS macro is convenient to overcome constraints associated with sample 

size and degrees of freedom (Hair et al., 2010). PROCESS utilizes Ordinary Least Square (OLS) regression-based 

algorithm to independently estimate the parameters for each equation (Hayes et al., 2017). Moreover, while inferential 

tests for path coefficients in a Structural Equation Modelling (SEM) program may exhibit slight errors in case of smaller 

samples, the t-distribution through OLS-regression procedure is more suitable for obtaining p-values for regression 

coefficients (Hayes, 2018). The proposed mediation model is estimated with the following equations: 

M = iM + α1X + αMC + ɛM (1) 

 

Y is the dependent variable (financial resilience), which is specified by: 

Y = iY + ćX + βM + αYC + ɛY (2) 

Where, X is the independent variable (financial capability); M is the mediator (financial self-efficacy); C represents all the 

control variables; iM and iY denotes regression constants of M and Y, respectively; α, β, and ć represents the regression 

coefficients and; ɛM and ɛY are the errors in the estimation of M and Y, respectively.  

 

4. Results and Discussion 

4.1. Respondent profile and descriptives 

Table 1 provides the socio-demographic characteristics of respondents. The majority of the respondents were male (n=113, 

56.2%), less than 35 years of age (n=187, 93.03%), and having at least three years of experience in the use of digital 

financial services (n=145, 72.13%). The most distinctive attribute of the sample is that they are highly educated, with at 

least a Master’s degree (n=134, 66.67%). In almost half of the cases, there were at least three dependent members in the 

respondent’s family (n=107, 53.2%), however, there were only one-third cases where number of earning members were 

three or more (n=66, 32.8%). The largest income group was earning INR192000 or less per year (n=84, 41.8%), while 

nearly two-third of the respondents were earning up to INR384000 annually (n=137, 68.15%). According the Reserve 

Bank of India (2023), annual per capita net domestic product in Punjab was INR181716 for 2022-23.  

[Insert Table 1 here] 

The preliminary data analysis reveals that outcome variables (i.e., financial self-efficacy and financial resilience) differ 

significantly in terms of some demographic factors. Financial self-efficacy differs significantly in terms of number of 

dependents (f=5.076, p<0.05) and income (f=6.222, p<0.05). Financial resilience showed significant differences in terms 

of number of earning members (f=7.628, p<0.05), dependent members in the family (f=11.479, p<0.05), and level of 

income (f=5.268, p<0.05). Nevertheless, to address the issue of potential biases, we controlled for demographic factors 

including number of dependents, number of earning members, and the level of income in the statistical test of hypotheses. 

 

4.2. Hypotheses Testing 

Table 2 exhibits the PROCESS output showing results of the mediation model, and a summary of the indirect, direct, and 

total effects in presented in Table 3. As depicted in the Table 2, α = 0.244, β = 0.760, and ć = 0.048. In the form of OLS-

regression models, 

 

 Ḿ = -0.135 + 0.244X 

 Ỳ = -0.142 + 0.048X + 0.760M  

 

Table 3 depicts the direct effect of financial capability (ć = 0.048), which is the estimated difference in financial resilience 

of two respondents having the same level of financial self-efficacy but who differ by one unit in their reported level of 

financial capability. The coefficient is positive, implying that the respondent having a higher level of financial capability 

but same financial self-efficacy is estimated to have 0.048 units greater financial resilience. However, as can be seen in 

Table 3, this direct effect is statistically insignificant (t = 1.769, p = 0.078), with a 95% confidence interval ranging from 

-0.0056 to 0.1031. Thus, H1 is not supported. It suggests that building financial capability alone does not lead to financial 

resilience. A possible explanation for the failure to support H1 lies the attitudinal factors that influence financial behavior. 

These results are consistent with prior research on this relationship (Robb & Woodyard, 2011; Rothwell et al., 2016), 

although there is contrary evidence as well (Friedline & West, 2016). Rothwell et al. (2016) asserted that an understanding 
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of variation in saving behavior requires a significant consideration to individuals’ attitudes and perceptions towards 

finances. Robb and Woodyard (2011) also suggested that subjective financial knowledge, measured as the self-assessed 

level of financial confidence had a more pronounced impact on the financial behavior than actual financial knowledge. 

To put it another way, financial knowledge and gaining access to financial services are not sufficient conditions to achieve 

financial resilience. 

[Insert Table 2 here] 

[Insert Table 3 here] 

Results show that financial capability is positively associated to financial self-efficacy, and effect is statistically different 

from zero (t = 6.024, p < 0.001), implying that H2 is supported. It implies that objective financial knowledge with access 

to formal financial services can develop a sense of control over one’s financial affairs whereby a person feels secure while 

dealing with day-to-day financial matters. These findings are in line with the previous research which showed that 

financial skills lead to higher financial confidence (Ameer & Khan, 2020). Further, we find a positive and statistically 

significant association between financial self-efficacy and financial resilience (t = 17.044, p < 0.001), indicating that H3 

is supported. These findings are consistent with prior research indicating a strong positive effect of perceived financial 

knowledge on financial behavior (Allgood & Walstad, 2016; Pandey & Utkarsh, 2023). A recent study by Despard et al. 

(2020) also demonstrates that possessing financial knowledge, financial confidence, and being financially included are 

consistent and significant indicators of having an emergency fund, which is a component of financial resilience. Therefore, 

it can be asserted that financial capability and financial self-efficacy together can provide better grounds for resilient 

financial behaviors than financial capability alone. 

Table 3 also shows the indirect effect, the effect of financial capability on financial resilience through the mediator 

financial self-efficacy. Multiplying α and β yields the indirect effect, αβ = 0.244(0.760) = 0.186. So, two respondents who 

differ by one unit in their level of financial capability are estimated to differ by 0.186 in their reported level of financial 

resilience as a result of the tendency for those having relatively higher financial capability are more likely to have higher 

financial self-efficacy (because α is positive), which in turn translates into greater financial resilience (because β is 

positive). Also, the 95% percentile bootstrap confidence interval shows the statistical significance of the indirect effect, 

as there is no zero in between the upper limit and lower limit (BootLLCI = 0.1177, BootULCI = 0.2593; See Table 3). 

Thus, H4, indicating mediation effect of financial self-efficacy in the relationship between financial capability and 

resilience is supported. Financial capability builds the perceived ability to confidently navigate the financial domain, 

which in turn is associated to prudent and financially resilient behaviors (Lone & Bhat, 2024). One probable explanation 

for the above findings can be that individuals typically tend to overestimate their level of financial knowledge compared 

to what they actually possess. Nevertheless, having the ability to feel confident and secure while dealing in financial 

matters significantly influence financial choices in life, even when such decisions lack a solid foundation in actual 

financial knowledge. Pearson and Korankye (2023) observed that individuals exhibiting overconfidence in their self-

reported financial knowledge performed lower on an objective evaluation of their financial knowledge and yet these 

individuals had a greater sense of financial satisfaction than their counterparts. Therefore, we suggest that efforts to 

promote resilient financial behavior need to focus on more than just the financial capability by considering psychological 

characteristics such as the financial self-efficacy.  

This study also substantiates Bandura’s (1982) claim that self-efficacy mediates the relationship between knowledge and 

action. In line with Bandura’s (1977) theory of self-efficacy, this study demonstrates that financial capability indirectly 

influences financial resilience through financial self-efficacy which indicates that by building financial capability, 

emerging adults are more likely to develop a feeling of confidence and security about their financial choices, which in 

turn lead them to adopt healthy saving behavior, perform healthy money management practices, and undertake risk 

management strategies such as keeping emergency funds and understanding all terms and conditions before entering into 

any financial contract. In essence, the significance of financial capability in shaping financial resilience through financial 

self-efficacy is the major contribution of the study. 

Table 3 also reports the total effect of financial capability on financial resilience, which is derived by summing the direct 

and indirect effects, or alternatively, by regressing financial resilience on financial capability by itself: c = ć + α1
*β = 0.048 

+ 0.186 = 0.234. Two respondents who differ by one unit of financial capability are estimated to differ by 0.234 units in 

their reported level of financial resilience. The positive sign implies the individual with greater financial capability exhibits 

more financially resilient behaviors. This effect is statistically significant, (t = 5.884, p < 0.001), with confidence intervals 

ranging from 0.1558 to 0.3129. 

For control variables, we find that number of dependents in respondent’s family (t = -2.582, p < 0.05) and earning members 

in the respondent’s family (t = 2.735, p < 0.01) have a significantly negative and positive impact on the financial resilience 

of the respondent, respectively. 

 

5. Conclusion and Limitations 

With the aim to delve into the nuanced ways in which individuals’ level of financial capability and perceptions of their 

subjective financial knowledge could influence their financial resilience, we conducted a cross-sectional survey of 201 

emerging adults in Punjab and found that financial capability is indirectly associated with financial resilience through 
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perceived financial self-efficacy. The contribution of the study lies in highlighting the importance of emerging adults’ 

perception of their ability to control financial matters in shaping financially resilient behaviors. Therefore, we suggest that 

efforts to promote resilient financial behavior need to focus on more than just the financial capability by considering 

psychological characteristics such as the financial self-efficacy. Building financial capability is not enough, emerging 

adults need financial self-efficacy to demonstrate desirable saving behavior, perform healthy money management 

practices, and undertake risk management strategies such as setting aside emergency funds to meet an unexpected expense. 

In essence, capability may develop potential to act but having a sense of control over financial affairs can leads to financial 

resilience, which is a critical component of well-being.  

This study has certain shortcomings. First, due to cross-sectional nature of the study, any claim for causality could not be 

made. Further, there are many factors besides financial self-efficacy, such as attitude towards money, financial locus of 

control, risk tolerance etc. which were not covered in the present study. Also, financial socialization builds a foundation 

of financial capability, but the present study did not consider financial socialization perspective. Future research would 

benefit from re-examining this study’s findings using a comprehensive set of these factors. 
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Figure 1. Research model and proposed hypotheses. 

 
 

Table 1. Respondents’ profile 

Characteristics Categories n % Coding 

Gender Male 

Female 

113 

88 

56.2 

43.8 

1 

2 

Age (in years) 15 or higher – less than 25 

25 or higher – less than 35 

35 or higher – less than 45 

45 or higher  

91 

96 

12 

2 

45.2 

47.8 

6.0 

1.0 

1 

2 

3 

4 

Education 12th class or below 

Graduation 

Post-Graduation or higher  

10 

57 

134 

5.0 

28.3 

66.7 

1 

2 

3 

Number of earning members in the family One 

Two 

Three or more 

58 

77 

66 

28.9 

38.3 

32.8 

1 

2 

3 

Figure 1. Research model and proposed hypotheses. 
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Number of dependent members in the family  2 or less 

3-4 

5 or more 

94 

78 

29 

46.8 

38.8 

14.4 

1 

2 

3 

Type of employment Salaried Employee  

Self-employed  

Others (Students, Doctoral fellows etc.) 

73 

21 

107 

36.3 

10.4 

53.3 

1 

2 

3 

Average monthly income of the respondent* 

(in Rupees) 

Less than 16000 

16000 or higher – less than 32000 

32000 or higher – less than 48000  

48000 or higher 

84 

53 

39 

25 

41.8 

26.4 

19.3 

12.5 

1 

2 

3 

4 

Experience in the use of digital financial 

services 

2 or less 

3-4 

5 or more 

56 

66 

79 

28 

33 

39 

1 

2 

3 

 

Note: n = Frequency; % = Percentage. *The income is classified based on the Centre for Monitoring Indian Economy Pvt. 

Ltd. (CMIE) income classification approach 

 

Table 2. Results of the mediation model 

 Consequent  

 M (FSE)  Y (FR) 

Antecedent   Coeff. SE p  Coeff. SE p 

X (FC) α1 0.244 0.041 <0.001 ć 0.048 0.027 0.078 

M (FSE)  ---- ---- ---- β  0.760 0.044 <0.001 

Constant iM  -0.135  0.271 0.617 iY  0.039 0.169 0.817 

C (Control variables) αM    αY    

Income   0.054 0.063 0.394  -0.005 0.039 0.882 

No. of Dependents   -0.141 0.090 0.120  -0.122 0.057 <0.05 

No. of Earning Members   0.129 0.083 0.122  0.126 0.052 <0.01 

 R2 = 0.205 

F(4, 196) = 12.682, p < .001 

R2 = 0.692 

F(5, 195) = 87.604, p < .001 

Note: FC – Financial Capability, FSE – Financial Self-efficacy, FR – Financial Resilience 

 

Table 3. Summary of indirect, direct and total effects 

 Effect  SE t-statistic 95% Percentile Bootstrapping 

LLCI ULCI 

Indirect effect 

FC→FSE→FR (α1* β) 

0.186 0.036 ---- 0.1177 0.2593 

Direct effect 

FC→FR (ć) 

0.048 0.027 1.769 -0.0056 0.1031 

Total effect (c) 

FC→FR (c = ć + α1*β) 

0.234 0.039 5.884* 0.1558 0.3129 

Note: LLCI – Lower Limit Confidence Interval, ULCI – Upper Limit Confidence Interval 

* denotes significance at p < 0.001 

 

Annexure-I 

Variable  Attribution 

Financial Capability [Sum of Z-score of objective financial knowledge and financial inclusion] 

Objective Financial 

Knowledge  

0-5, the quiz score of five financial literacy questions, in which 0 means no correct answer 

is obtained and 5 means all answers are correct. The five questions are about simple 

interest, inflation, time value of money, risk & return, and diversification. All five 

questions were recoded to binary variables in which 1=correct answer, 0=otherwise, and 

then the new variables were summed to form the score.  

Financial Inclusion Three variables viz. financial access, awareness, and usage were used to compute financial 

inclusion.  

• Financial access: “having bank account, access to digital financial services, and 

having access to credit” 1=yes, 0=no 

• Awareness: “I know the digital payments methods like Paytm/Google pay/Online 

Banking/Debit Credit Card etc.” and “I know the application of these apps such 
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as checking bank balance/investing/financing/money transfer/settlement of 

transactions etc.” 1= strongly disagree, 5= strongly agree 

• Usage: “I have an experience in using Paytm/Google pay/Online Banking/Debit 

Credit Card etc. and other digital financial tools”, “I frequently use debit 

card/credit card, as it is a better option against cash”, “I frequently use digital 

banking, as it is a better option against cash”, and “Overall, I frequently use digital 

banking services in my day-to-day financial matters” 1= strongly disagree, 5= 

strongly agree 

Financial inclusion was computed summing the Z-score of access, awareness, and usage.  

Financial Resilience [Sum of Z-score of saving behaviour, money management, and risk management 

strategies] 

Savings Behavior “I have sufficient savings to meet my living expenses”, and “Due to good financial 

planning, I am able to contribute to my savings” 1= strongly disagree, 5= strongly agree 

Money Management “I am very organized when it comes to managing my money daily”, “I keep a close personal 

watch on my financial affairs”, and “I do a good job of balancing my spending and savings” 

1= strongly disagree, 5= strongly agree 

Risk Management 

Strategies 

“I always make sure I have money saved up for emergency/ unexpected expenses”, “I can 

very easily arrange funds worth ₹15000* in case of any emergency, within one week”, and 

“I make sure I understand the commitments I agree to in financial contracts” 1= strongly 

disagree, 5= strongly agree 

Perceived Financial 

Self-Efficacy 

“I have a good knowledge of various financial products and services offered by banks and 

other financial institutions”, “I am good at dealing with day-to-day financial matters”, “I 

feel confident about the financial decisions I make”, “I feel comfortable dealing with banks 

and other financial institutions”, and “I feel that I can control my financial resources” 1= 

strongly disagree, 5= strongly agree 

Control variables  

Income  4 income groups were taken 

Number of 

Dependents 

1=2 or less, 2=3 to 4, 3=5 or more 

Number of Earning 

Members 

1=One, 2=Two, 3=Three or more 

*The amount was set at approximately 12% of India’s Gross National Income per capita: INR 128,829 in 2020-21, Source: 

National Statistical Office. 

 

 


