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Financial decisions are an important part of an individual's life and exert an unquestionable impact on their 
well being. The increasing complexities in the financial markets and reducing the role of employers and 
government in social security schemes has raised the question about how individuals will manage their 

finances. Public sector employees have been traditionally enrolled in such social security schemes automatically, 
for example: employer provided retirement benefits, medical benefits, etc. ; however, this is not the current 
scenario. Public sector institutes are opting towards shifting such social security to employees. With multiple 
challenges (to quote a few — personal bankruptcies, health issues, job losses, retirement planning, occupational 
performance) that an individual faces, a financially prepared individual is likely to tackle these challenges                      
with ease compared to others. In fact, policy makers across the globe are concerned about the level of financial 
wellbeing of households and its relationship with the stability and improvement of financial markets                           
(Bolaji-Adio, Iarossi, Perotti, & Zottel 2013). It is further observed that there is a lack of adequate financial 
planning among workers to sustain their augmented active lifestyles (Seibert & Meredith, 2014).
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Abstract

Financial wellbeing of an individual is an important component of overall financial wellbeing. Further, financial wellbeing has 
often been linked to the job performance and efficiency of the employee. Hence, financial wellbeing is not only important for 
individuals, but also for their organization and country at large. The current study utilized 105 valid survey responses collected 
during December 2018 from private and public sector employees in NCT of Delhi, India. The study further examined the level of 
perceived financial wellbeing (FWB), financial behaviors, and financial literacy among employees of private and public sectors. 
Furthermore, the association between financial behaviors, financial literacy, and demographics with FWB was analyzed using 
structural equation modelling (SEM). Finally, the study evaluated the difference in the path to FWB among public and private 
sector employees by splitting the data into two groups. The results indicated that financial behavior was the strongest predictor 
of financial wellbeing. Amongst the various responsible financial behaviors measured in the study, making correct product 
choice, active savings, and spending restraint were the significant factors. Further, the results demonstrated that there was no 
statistically significant difference in the mean subjective FWB score among the private and public sector employees. However, 
the pathways to achieving subjective financial wellbeing were not the same among the two groups.  
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Research in the area of financial wellbeing is crucial, given that financial problems are widespread                               
(like increasing debt levels, low savings rate, etc.), which not only creates a social problem, but also leads to 
negative welfare effects, now and in the future. Further, financial wellbeing has a strong positive relationship with 
overall wellbeing, highlighting its importance for individuals. Van Praag, Frijters, and Ferrer - i - Carbonell (2003) 
in their research asserted the importance of responsible spending and active saving behavior to sustain long                       
term financial and individual wellbeing. High depression symptoms are reported in individuals with persistent 
over-debt (Hojman, Miranda, & Ruiz-Tagle, 2016). Further, personal stress due to irresponsible financial 
behavior is likely to cause problems like poor physical health and low job performance, which not only affects 
individuals, but also their families and society at large (Dunn & Mirzaie, 2012).

With opening up of the Indian economy (liberalization) in 1991, numerous multinational companies (MNCs) 
started their operations in India (Pedersen, 2000), giving a significant boost to the employment opportunities, 
salaries, and the overall affluence of the middle-class families (Beinhocker, 2007). With high starting salaries of 
many young adults (Taylor, D'Cruz, Noronha, & Scholarios, 2013), this new affluent class's conspicuous 
consumption grew rapidly (Mathur, 2010). However, after the global economic downturn, the original pace of 
companies did not pick up in most of the cases. In-fact, business process outsourcing (BPOs) and ITeS sector 
reported increased attrition rates due to stagnant salaries, long working hours, and lack of job security                      
(Kaur, 2014). These changes led to shift of job preference towards public sector and government jobs in the last 10 
years (Muralidharan, 2015). The reason can be the job security and greater work-life balance that these jobs offer. 
This shift in job preference motivated us to take up the present research. 

Financial wellbeing is a key component of overall wellbeing of an individual. There are two approaches to 
measure financial wellbeing: objective and subjective measures. The objective financial wellbeing gauges the 
wellbeing through the objective evidence of an individual's financial situation like income levels, saving levels, 
debt-income ratio, etc. On the other hand, subjective measure of financial wellbeing is concerned with people's 
perceptions and reactions to their financial conditions (O'Neill, Sorhaindo, Xiao, & Garman, 2005). It is important 
to highlight here that people in similar objective financial conditions may perceive their FWB differently                         
(i.e. positively or negatively) based on factors like what they compare it to and what they prefer it to be (Garman, 
Sorhaindo, Bailey, Kim, & Xiao, 2004).

With the aim to explore differences in perceived financial well-being of public and private sector employees, 
we first examine the level of perceived subjective financial wellbeing (FWB), financial behaviors, and financial 
literacy among employees of private and public sector. Second, the association between financial behaviors, 
financial literacy, and demographics with FWB is analyzed. Third, the study explores if there are any differences 
in the path to FWB among public and private sector employees by splitting the data into two groups.

Who Are Public Sector Employees?

Public sector employees or public servants are individuals employed by the government (national, local, or 
agency). This sector is generally responsible to provide such goods or services that are either restricted for private 
players or are not profitable for them. 

Government/ public sector jobs have always been attractive for Indians owing to the safety they offer. Figure 1 
shows the trend of employment in lakh persons in organized sectors (public and private as on March 31). The 
figure depicts that the public sector has generated more employment than the private sector consistently. 
However, an increase in the private sector employees is witnessed after the year 2005, slowly reducing the gap 
between the two sectors. 
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Review of Literature

(1) Financial Wellbeing : It is one of the sub-branches of overall wellbeing of an individual. There is lack of a 
universally accepted definition of financial wellbeing and various authors define it as per the scope of their study. 
Joo drew from the concept of general wellbeing and defined financial wellbeing as “a state of being (2008) 
financially healthy, happy and free from worry” (p. 21).

Kempson, Finney, and Poppe defined financial wellbeing as, “the extent to which someone is able to (2017) 
meet all their current commitments and needs comfortably and has the financial resilience to maintain this in the 
future” (p. 19).

Literature uses several labels to measure the construct of financial wellbeing Garman, Sorhaindo, (Prawitz, 
O'Neill, Kim, & Drentea, . Positive labels include perceived economic wellbeing, financial wellness, and  2006)
financial satisfaction ; whereas, the negative labels include financial distress, financial stress, and financial strain. 

The present study incorporates the financial wellbeing definition given by Consumer Financial Protection 
Bureau “a state wherein a person can fully meet current and ongoing financial obligations, can (CFPB, 2015) as, 
feel secure in their financial future, and is able to make choices that allow enjoyment of life” (p. 18).

(2) Financial Wellbeing and Employees : Unsatisfactory savings culture and more spendings compared to their 
income was reported among Malaysian public sector employees (Mokhtar, Husniyah, Sabri, & Talib, 2015 ; 
Ramli, , 2013).Masud, Haron, Othman, Awang, & Md Sum  Further, Mokhtar et al. (2015) claimed financial 
wellbeing of respondents to be multi-level (i.e. low, moderate, and high), however, the authors remained 
inconclusive about the FWB level among public employees. Sabri and Juen in their study administered on (2014), 
Malaysian public sector working women, documented a significant contribution of financial management in 
explaining their retirement confidence. Further, other predictors observed in the study are financial literacy, 
saving behavior, and financial status.

In a Kenyan study involving respondents from a higher institution of learning (Chuka University), employees 
reported low financial wellbeing . The authors also highlighted a significant (Muleke & Muriithi, 2013)
relationship between financial knowledge and financial wellbeing of employees.

Bakar, Osman, Bachok, and Ibrahim identified that demographic factors like age, education, and (2016) 

Source : Directorate General of Employment, Ministry of Labour & Employment (Various Years).

Figure 1. Employment in Organized Sectors : Public and Private



income level had a significant effect on house ownership and credit card ownership among young Malaysian 
workers. Further, the study documented high debt and overconfidence in financial satisfaction among the 
respondents. 

Based on the above discussion, we propose the following hypothesis :

 H1 : Nature of occupation has a significant impact on financial wellbeing of an individual.

(3) Financial Behavior : Financial behavior indicates the habits of how individuals manage their finances. 
Individuals are involved in various financial behaviors daily, like managing cash, credit and savings, which 
ultimately impact their subjective FWB  financial behavior like maintaining (Dew & Xiao, 2011). Responsible
financial records, planning expenses, paying bills on time, judicious use of credit, and saving regularly can help 
individuals achieve their financial goals .(Xiao, 2008)

Published literature demonstrates a vital role of financial behavior in influencing subjective FWB of an 
individual. Various studies reported the link between one or more financial behaviors on the overall subjective 
FWB of the individual. These studies theorized that positive or responsible financial behavior leads to higher 
FWB ; whereas, irresponsible behaviors are associated with financial concerns and related stress (Kim & Garman 
2003 ; Shim, Xiao, Barber, , 2009; Xiao, , 2014). Ramesh, & Lyons Chen, & Chen  Senthil Kumar, and Sayyed 
(2019) reported that certain behavioral biases impact the financial decision-making skills of women. Gender 
effect exists in some of these behavioral biases such as overconfidence and regret avoidance bias (Singh, Goyal, & 
Kumar, 2016). In addition, personal attributes like age, income, and marital status also affect the financial 
behavior of an individual (Gautam & Matta, 2016). Few studies also focused on the particular aspects of financial 
behavior, for instance, Falahati, Sabri, and Paim (2012) reported high subjective FWB among students with good 
savings and spending behavior ; Subramaniam, Ali, and Maniam (2014) reported that good spending behavior 
plays a vital role to overcome financial distress. Vast literature demonstrated increased costs to the employer (in 
the  form of worker's low job performance, high absenteeism, etc.) due to stress caused by personal financial 
problems of employees (e.g., Kim & Garman, 2004).

The above discussion highlights the importance of responsible financial behavior to gauge the financial 
wellbeing of individuals, and we propose the following hypothesis :

 H2 : Responsible financial behaviors positively influence financial wellbeing.
 
(4) Financial Knowledge : OECD defined financial literacy as, “A combination of awareness, knowledge, (2018) 
skills, attitudes, and behavior necessary to make sound financial decisions and ultimately achieve individual 
financial wellbeing” (p. 4). Garman and Forgue defined financial knowledge as “the knowledge of facts, (2014) 
concepts, principles and technological tools that are fundamental to being smart about money”. (p. 4). It can be 
inferred that financial knowledge and awareness are important sub-components of the broader concept of 
financial literacy . Further, many prevalent works in this field have often associated (Atkinson & Messy, 2012)
financial literacy with financial knowledge (to quote a few, Huston, ; Lusardi & Mitchell, 2011 ; Lusardi 2010 & 
Mitchell, 2014). The inevitable role played by financial awareness and knowledge for individuals to engage in 
responsible financial behavior made it a vital component of financial literacy. The present study limits the scope of 
financial literacy to only two sub-components, that is, financial knowledge and financial awareness, the rationale 
for this inclusion is explained as follows.    

Financially knowledgeable individuals are likely to understand and analyze the various financial products and 
services available at their disposal and make appropriate decisions based on their needs . In-fact, (Huston, 2010)
Lusardi  argued that, “just as it was impossible to live and operate efficiently without being literate in the (2008)
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past, it has become very hard to live and operate efficiently today without being financially literate” (p.15). 
    It is established that financially knowledgeable individuals are better off when it comes to taking financial 
decisions like savings, handling mortgages/debt, retirement planning, investments, wealth accumulation, and 
overall personal financial management Lusardi, Alessie, & Van (Bannier & Schwarz, 2018 ; Bucher-Koenen, 
Rooij, Lokhande, 2015 ;  2016 ; Disney & Gathergood, 2013 ; Hilgert, Hogarth, & Beverly, 2003 ; Lusardi & 
Tufano, 2015; Mottola, 2013; Skimmyhorn, 2016).

Complex financial markets and shifting responsibilities of social security from employer to employee has 
exposed individuals to additional responsibilities of their own financial wellbeing (Van Rooij, Lusardi, & Alessie, 
2011) (2014) . Lusardi and Mitchell contended that there remains much of a gap in understanding their financial 
knowledge (about savings, investments, and liabilities) and its impact on significant outcomes during the work 
life and in retirement. Further, Attridge  asserted that lack of basic financial skills like managing, saving, (2009)
and investing money leads to financial trouble for employees. Furthermore, financially illiterate employees are 
more likely not to plan for their retirement compared to financially knowledgeable employees (Lusardi & 
Mitchell, 2017). Retirement planning is essential for the wellbeing of individuals at the time when their work 
opportunities decline and their health costs generally increase. Financial wellbeing of individuals post retirement 
depends on their skills to effectively manage their savings and investments both during the work and retirement 
years . (Schmeiser & Seligman, 2013)

The above discussion highlights the importance of financial literacy to gauge the financial wellbeing of 
individuals, and we propose the following hypotheses :

 H3 : Financial literacy positively influences financial wellbeing. 

 H4 : Financial literacy positively influences responsible financial behavior. 

    Financial literacy is low across the globe . Moreover, women on an average were (Lusardi & Mitchell, 2014)
reported to be more ignorant towards financial affairs  and were found to be less financially  (Bhonde-Saraf, 2016)
knowledgeable than men with only about 43% women compared to 54% men in the G20 countries achieving the 
minimum target score (i.e. 70% of correct answers) (OECD,  Previous scholarly work suggested gender to  2017).
be an important demographic factor, among others, impacting the level of financial literacy, which in turn impacts 
the level of financial wellbeing .(Shobha & Chakraborty, 2017)

 H5 : Females have low levels of financial literacy. 

Figure 2. Conceptual Framework of the Study

Financial Literacy 

Financial 
Behaviour 

Financial 
Wellbeing

Socio - demographic
Gender and nature of 

occupation  



Conceptual Model

The conceptual model of the study is depicted in Figure 2. Financial behavior, defined as the individual's ability to 
undertake responsible behaviors, for instance, active savings and making informed choices, are hypothesized to 
have a positive impact on the financial wellbeing. Further, individuals with high score on financial knowledge and 
awareness are expected to have the ability to understand the pros and cons of financial decisions. Hence, they are 
expected to take responsible financial decisions and avoid behaviors like overspending, which may negatively 
impact their financial wellbeing. Thus, financial literacy is hypothesized to positively impact financial behavior, 
which ultimately leads to increased financial wellbeing. Finally, demographic factors like gender and nature of 
employment are expected to influence the above-mentioned relationships.   

Methodology

The respondents of this pre-test study were chosen by convenience sampling from the National Capital Region 
(India). The survey questionnaire was personally administered during December 2018. The survey included 
inventories that measured perceived financial wellbeing and financial literacy and collected socio-demographic 
information.   

(i) Financial wellbeing was measured using the Consumer Financial Protection Bureau (CFPB, 2015) abbreviate 
scale for measuring financial wellbeing, which comprised of five items on a 5-point scale (refer to the Appendix 
for the detailed scale). Financial literacy is composed of scores from financial knowledge, gauged using Lusardi 
and Mitchell's  questions on interest compounding, inflation, and risk diversification. Each correct answer (2011)
was allotted a binary variable equal to 1 and 0 otherwise. 

(ii) Awareness: Respondents were asked to choose from a list of 20 financial products and services, the ones they 
have fair knowledge about. A score of 1 is given from each product or service selected and 0 if no option is 
selected. Financial behavior is measured using 20 self-reported positive financial behaviors. The study adapted 
questions from Hilgert et al. (2003), Joo and Grabel (2004), and Dew and Xiao items  (2011). The included 
inquired about financial planning, making informed product choice, spending behavior, credit averse behavior, 
comfort in meeting day to day commitments, active savings, and monitoring finances on a 5-point Likert scale.

Multiple statistical tools are used for data analysis, including Microsoft Excel, SPSS, and Smart PLS 2.0. From 
the total of 143 questionnaires received, 38 were incomplete and were thus removed from the analysis, leaving 
105 valid responses. 

Analysis and Results 

The total valid responses of 105 respondents included 53 public sector and 52 private sector employees. The 
detailed demographic profile of the respondents is presented in Table 1.

In our sample, approximately 61% respondents answered three or more financial knowledge questions 
correctly, with private sector employees performing around 8% points better than the public sector employees 
(refer Table 2). However, only 20% of the respondents were aware of the common financial products and services. 
Again, public sector employees were about 14% behind private sector employees. The results indicate low 
financial awareness and knowledge among the public sector employees. When directing attention towards 
financial behaviors, it is observed that on an average, public employees were worse of in monitoring their finances 
and credit behavior ; whereas, public sector employees were better off when considering savings behavior. The 
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Table 1. Demographics
Gender Count of Responses %

Male 47 44.8
Female 58 55.2
Grand Total 105 100

Age Group Count of Responses %

18-24 4 3.8
25-34 60 57.1
35-44 15 14.3
45-54 19 18.1
55-60 6 5.7
61-64 1 1.0
Grand Total 105 100

Occupation Count of Responses %

Govt./PSU employee 53 50.5
Private sector employee 52 49.5
Grand Total 105 100

Education Count of Responses %

High School Certificate 2 1.9
Graduate/Diploma 23 21.9
Post Graduate 80 76.2
Grand Total 105 100

Table 2. Response Comparisons
 Full Model (in %) Public Sector EE (in %) Private Sector EE (in %)

Financial Knowledge  60.95 56.60 65.38
(3 or more correct)

Fin Awareness (70%=14) 20.00 13.21 26.92

FinB_Spend1 65.71 67.92 63.46

FinB_Spend2 74.29 75.47 73.08

FinB_Spend3 71.43 73.58 69.23

FinB_Monitor1 65.71 60.38 71.15

FinB_Monitor2 32.38 30.19 34.62

FinB_Plan1 53.33 56.60 50.00

FinB_Plan2 74.29 77.36 71.15

FinB_Informed1 75.24 77.36 73.08

FinB_Informed2 71.43 69.81 73.08

FinB_Credit1 93.33 90.57 96.15

FinB_Credit2 93.33 90.57 96.15

FinB_Credit3 96.19 96.23 96.15

FinB_Ease 79.05 81.13 76.92

FinB_Save3 58.10 64.15 51.92

FinB_Save2 80.00 79.25 80.77



mean subjective FWB score is not significantly different among the two groups with 18.53 for public employees 
and 18.35 for private employees.

Our model incorporates both reflective and formative constructs. As the assessment criteria for each is 
different, we first assessed these two separately and then the final model.  

(1) Model Assessment - Reflective Construct : For each of the reflective constructs, we tested indicator reliability, 
internal consistency, convergent validity, and discriminant validity. The summary of the criteria and the test 
results is presented in Table 3. Further, Table 4 reports the detailed item loadings, composite reliability (CR), and 
the average variance explained (AVE) of the reflective constructs. All the indicators meet the required thresholds. 
These results are based on the final list of indicators included in the study. In the preliminary screening of the 
indicators,  with 0.54 and  with 0.4082 outer loading were dropped from the list as the outer loading FWB4 FinLit5
was below the threshold limit as recommended by . Internal consistency of the Hair, Ringle, and Sarstedt (2011)
construct is measured using composite reliability as Cronbach's alpha is sensitive to the number of items in the 
scale and tends to underestimate the internal consistency reliability . (McNeish, 2018)

FinB_Save1 68.57 73.58 63.46

FinB_PC1 82.86 81.13 84.62

FinB_PC2 81.90 81.13 82.69

FinB_PC3 68.57 71.70 65.38

Note. Please refer to the Appendix for the complete variable list.

Table 3. Reflective Model Assessment 
Test  Criteria  Result

Indicator Reliability  Outer loadings above 0.60 and ideally above 0.70  All the values are above the required limit.
 (Chin, 1998a ; Henseler, Ringle, & Sinkovics, 2009) 

Internal Consistency  Composite reliability (CR) value of 0.70-0.90  All the CR values of our constructs are
 is regarded as satisfactory (Hair, Ringle, &  in the range of 0.75-0.90 indicating 
 Sarstedt, 2011 ; Nunally & Bernstein, 1994) high level of internal consistency. 

Convergent Validity  AVE scores greater than 0.50 All our constructs meet the requirement 
 (Fornell & Larcker, 1981) indicating no convergent validity issues. 

Table 4. Assessment of Reflective Measurement Model
Construct Indicators Outer Loadings CR AVE

FinKnowledge FC_LM1 0.709 0.812 0.5208
 FC_LM2 0.721  
 FC_LM3 0.798  
 FC_LM4 0.651  

FWB FWB1 0.774 0.8211 0.5363
 FWB2 0.804  
 FWB3 0.705  
 FWB5 0.635  

Fin Planning  FinB_Plan1 0.881 0.884 0.7924
 FinB_Plan2 0.899  
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Discriminant validity is tested by the Fornell – Larcker criterion  that is, the square root (Fornell & Larcker, 1981),
of each construct's AVE should be greater than its highest correlation with any other construct. Our model meets 
the criteria as shown in Table 5 where all the correlations are well below the square root of the construct AVE 
shown in the diagonal line. Hence, the model reports no discriminant validity issues. 
 

(2) Model Assessment - Formative Construct : Formative construct of the model is analyzed using two step 
validity, that is, indicator and discriminant validity.

(i) Indicator Validity : All the model's formative constructs indicator weights are higher than 0.1 (refer Table 6), 
indicating that all the indicators are relevant  Heart, Maoz, & Pliskin . Further, bootstrapping (Andreev,  2009)
report for 2000 bootstraps verifies the significance of all the construct indicators (Table 6) (Hair et al., 2011; 
Henseler et al., 2009).

Product Choice FinB_Productchoice1 0.917 0.904 0.7608
 FinB_Productchoice2 0.946  
 FinB_Productchoice3 0.739  

Spending Averse FinB_Spend1 0.853 0.863 0.6787
 FinB_Spend2 0.705  
 FinB_Spend3 0.901  

Credit FinB_Credit1 0.636 0.780 0.6477
 FinB_Credit3 0.944  

Informed Decision FinB_Infomed1 0.683 0.753 0.6069
   FinB_Informed2 0.865  

Active Saving FinB_Save1 0.817 0.823 0.6082
 FinB_Save2 0.745  
 FinB_Save3 0.776  

Monitoring Finance  FinB_Monitor1 0.909 0.8214 0.6988 
 FinB_ Monitor2 0.756  

Table 5. Discriminant Validity : Fornell - Larcker Criterion
 FinExp FWB Informed L&M Planning Spend Aware Credit Daily Ease Product Choice Save

FinExp SIC          

FWB 0.058 0.692         

Informed 0.010 0.290 0.779        

L&M 0.346 0.250 0.027 0.722       

Planning 0.097 0.315 0.439 0.092 0.890      – –

Spend 0.118 0.502 0.390 0.199 0.318 0.824     

Aware 0.358 0.302 0.216 0.485 0.001 0.231 SIC    

Credit 0.336 0.168 0.136 0.133 0.117 0.210 0.053 0.805   

Daily Ease 0.053 0.289 0.149 0.009 0.318 0.326 0.034 0.290 SIC  

Product Choice 0.108 0.205 0.375 0.097 0.424 0.203 0.184 0.288 0.249 0.872 

Save 0.149 0.282 0.437 0.027 0.482 0.387 0.138 0.201 0.346 0.456 0.780

Note. In diagonal and bold are the sqrt of AVE of each construct; SIC = Single item construct. 



(ii) Discriminant Validity : The square root of AVE of each construct (diagonal line of Table 7) is greater than the its 
highest correlation with any other construct, indicating that the model meets the Fornell-Larcker criterion (Fornell 
& Larcker, 1981) for discriminant validity. 

(iii) Model Assessment - Complete Structural Model : The path analysis (refer Figure 3 and Table 8) of the model 
demonstrates a significant positive association between FWB and financial literacy and financial behavior                      
based on two-tail test. The significant relationships further elaborate about the relationships between the 
constructs — good financial behavior (β = 0.4308) has a larger effect on financial wellbeing than financial literacy 
(β = 0.226). Among different financial behaviors, informed product choice (β = 0.2899), savings (β = 0.2624), and 
spending restraint (β = 0.2618) have the largest effect in explaining higher perceived financial wellbeing. The 

Table 6. Reflective Construct 
                                  Construct Level  

Second Order Construct First Order Construct Weights t

Financial Behaviour  Fin Planning 0.244 7.478*
 Product Choice 0.311 6.949*
 Spending Averse 0.307 5.588*
 Credit 0.109 2.457**
 Informed Decision 0.158 5.935*
 Active Saving 0.278 8.354*
 FinB_dailyease 0.108 5.14*

Fin Literacy FC_awaretotal 0.276 7.781*
 FinKnowledge 0.723 13.55*
 FC_Exp_Total 0.213 5.218*

Note. *Significant at 0.01 level based on 2,000 bootstraps; **Significant at the 
0.05 level based on 2,000 bootstraps.

Table 7. Fornell - Larcker Criterion 
 FWB    FinB FinLit

Financial Wellbeing (FWB) 0.732325  

Financial Behavior (FinB) 0.449 0.51923 

Financial Literacy  0.3151 0.1651 0.864639

0.083

0.2640.025

Public ee 

Female

FinLit 

FinB

FWB 

0.039 

-0.253

-0.218 
0.160 0.227

0.431 
0.066 

0.00

0.00

Figure 3. Study Model
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model also suggests a negative relationship between being female and public sector employee and financial 
literacy. However, such relationships are not significant. Further, contrary to previous literature, our model does 
not support a significant positive relation between financial literacy and financial behavior. Chin (1998a) 
suggested that ² values of 0.67, 0.33, and 0.19 are substantial, moderate, and weak, respectively according to R
which our model shows a weak predictive power at ² of 0.264. However, Chin noted “the prediction of R (1998b) 
observables or potential observables is of much greater relevance than the estimator of what are often artificial 
construct-parameters” (p.320), thus highlighting the need to access predictive relevance over only ² value of the R
model. Our model's Stone-Geisser's ² value for financial wellbeing is 0.1892 (i.e ² >0) ; thus, the model                     Q Q  
has predictive relevance. Further ² (effect size of ²) is 0.1927, indicating an effect size above the medium q Q
threshold of 0.15 as per Cohen . Furthermore, effect size (  ²) calculations for evaluating the impact                        (1988) f
of specific predictor (  and ) on endogenous construct (FWB) is calculated. The effect size (  ²) is a FinB FinLit f
measure of the impact of a specific predictor construct on an endogenous construct. In simple words, it measures 
the change in ² when a specific exogeneous construct is omitted from the model. In our model, ² for R f                               
FinB R f FinLit  is 0.307, indicating a substantive impact on ² values and  ² for is 0.03, indicating a small effect                   
(Cohen, 1988).

(iv) Model Assessment - Path Analysis for Public and Private Employees : To gauge the difference in the path to 
the perceived financial wellbeing among public and private sector employees, the total data was split into the two 
groups and the conceptual model was run for each group separately (refer to Figure 4(a) and 4(b)). Further, the 
detailed path and bootstrapping results are reported in Table 9. 

Table 8. Full Model Path Analysis 
 Original Sample  Sample Mean  Standard Deviation Standard Error  T Statistics  Sig. at
 (O) (M)  (STDEV) (STERR) (|O/STERR|)  

FinB -> FWB 0.4308 0.4273 0.0904 0.0904 4.7672 0.01

FinLit -> FWB 0.2265 0.2299 0.09 0.09 2.5159 0.05

FinLit -> FinB 0.1596 0.1599 0.0851 0.0851 1.8742 NS

Female -> FWB 0.0664 0.0665 0.1009 0.1009 0.6583 NS

Female -> FinLit 0.218 0.2143 0.1028 0.1028 2.1215 0.05– –

Public EE -> FWB 0.0387 0.0399 0.0931 0.0931 0.4156 NS

Public EE ->FinLit 0.2529 0.2496 0.0986 0.0986 2.5656 0.05– –

Note. Based on 2000 bootstraps ; NS = Non-Significant. 

Female

FinB

FinLit

FWB

 

0.016

0.027

0.197

-0.165 0.322

0.268

0.127

-0.289

Female

FinB

0.215

0.547

FinLit

0.0 0.366

0.084

0.046

0.165

FWB

Figure 4(a). Public Sector Employees Figure 4(b). Private Sector Employees 

0.0



Path analysis done after splitting the data demonstrates that financial literacy and financial behaviors are both 
significant predictors of financial wellbeing, which is consistent with the findings of the total model. Further, 
financial behavior has a substantial impact on financial wellbeing for private sector employees (β = 0.54), 
however, this relation is moderate for public sector employees (β = 0.26). Financial literacy has a moderate                          
(β = 0.322) relation with respect to public sector employees, and on the other hand, it is rather weak (β = 0.165) for 
private sector employees. Hence, the data indicates that pathways to financial wellbeing for public and private 
sector employees vary in terms of the construct that impacts the financial wellbeing the most. Furthermore, being 
a female private sector employee has a significant negative impact on financial literacy (β = - 0.289) ; whereas, the 
public sector model does show a negative relation, but it is not significant. A significant association between 
financial literacy and financial behavior is observed only for the private sector employee model. 

Conclusion

To address the study's objective to analyze the determinants of FWB, multiple regression model is employed using 
Smart PLS. The hypotheses tested under the three models (complete, private employee, and public employee) are 
summarized in Table 10. 
     The study finds that financial literacy and financial behavior are positively and significantly associated with 

Table 9. Path Analysis 
  Public Sector Employees   Private Sector Employees
Path Original Sample  Sample Mean  T Statistics  Original Sample Sample Mean  T Statistics 
 (O) (M) (|O/STERR|)  (O) (M) (|O/STERR|)
Female ->FinLit 0.1653 0.1671 1.6344 0.2895 0.2929 3.1735**– – – –
FinB -> FWB 0.2683 0.2683    2.9067** 0.5471 0.5465 7.4192**
FinLit -> FWB 0.3216 0.3167    3.8075** 0.1652 0.1694 2.2856*
FinLit -> FinB 0.1272 0.1231 1.4152 0.2153 0.2117 2.7158**
Note. Report based on 2000 bootstraps **significant at 0.01 level and *significant at 0.05 level.

Table 10. Summary of Results 
Hypotheses  Full Model Public Employees Private Employees

H1: Nature of occupation has a significant  Not accepted  
impact on financial wellbeing of an individual.

H2: Responsible financial behaviors positively  Accepted  Accepted  Accepted 
influence financial wellbeing.  (b = 0.430 (b = 0.268 (b = 0.547
 Sig = 0.01) Sig = 0.01) Sig = 0.01) 

H3: Financial Literacy positively influences  Accepted  Accepted  Accepted 
financial wellbeing.  (b = 0.226 (b = 0.321 (b = 0.165
 Sig = 0.05) Sig = 0.01) Sig = 0.05)

H4: Financial Literacy positively influences  Not accepted Not accepted Accepted 
responsible financial behavior.   (b = 0.215
   Sig = 0.01)

H5: Females have low levels of financial literacy. Accepted  Not accepted Accepted 
 (b = -0.218   (b = -0.2895 
 Sig = 0.05)  Sig = 0.01) 

20    Indian Journal of Finance • January 2020 



financial wellbeing. These results are consistent with the previous literature, such as the findings of Shim et al. 
(2009) (2014), and Xiao et al. who reported that good financial behavior led to higher subjective FWB, while poor 
financial behavior is negatively correlated to financial well-being . (Kim & Garman, 2003)

Our study, however, does not support a positive significant relation between financial literacy and financial 
behavior except in case of private sector employees. These results imply that financial literacy does not lead to 
responsible financial behaviors. Possible reasons for such findings can be due to lack of high financial literacy 
transmission into responsible financial behavior. Further, there may be other factors that guide these financial 
behaviors — like psychological traits, non-cognitive skills, and other external factors  Kohli, 2018 ; Raut (Dangi &
& Das, 2015 ; . Such other factors were not part of the current study and could be the possible Tang & Baker, 2016)
factors that distorted the influence of financial literacy on subjective FWB. Further, other possible reason could be 
the limitation that the current study incorporates only two dimensions of financial literacy, that is, financial 
knowledge and financial awareness. 

The findings of the study indicate a difference among the predictors of subjective FWB among private                        
and public sector employees. Financial literacy is the main predictor of FWB among public sector employees ; 
whereas, financial behavior is the main determinant of FWB in case of private sector employees. Further, being                   
a public sector employee is positively related to high subjective FWB. However, this result is not significant                  
in our study. 

Research Implications

The study attempts to understand the difference in the perceived financial wellbeing among private and public 
sector employees and the differences in achieving the same. The results obtained don't show any significant 
difference in financial wellbeing mean scores among the two sector employees, with public sector employees 
scoring 18.53 and private employees scoring 18.35 on an average. Thus, the perception of financial wellbeing is 
not statistically different among the employees of the two sectors. Nevertheless, the results highlight the need for 
good financial behavior to increase financial wellbeing and the role financial literacy plays in this relation. The 
results will prompt policy makers and financial education programme developers to work more towards 
application of the knowledge (i.e. the behavior) rather than only focusing on increasing the objective financial 
knowledge of the individuals. The results of the study highlight that objective financial knowledge does not 
impact the perceived financial wellbeing as it is in case of financial behaviors. Thus, any financial education 
curriculum or policies targeted towards improving perceived financial wellbeing should focus on the relatively 
significant factors that affect the financial wellbeing, that is, product choice, spending restraint, and active 
savings. Targeting these high impact factors can help achieve better results. Further, the knowledge of differences 
in pathways to increased subjective financial wellbeing among the employees of the sector can also serve as an 
important starting point for organizations while designing the policies for their employees. For instance, in case of 
private-sector employees, both financial literacy and financial behavior are found to be statistically significant in 
affecting the subjective financial wellbeing, and hence, private companies can design seminars or workshops that 
help in improving both behavior and financial literacy to help their employees achieve higher financial wellbeing.

Limitations of the Study and Scope for Future Research

The current study is not free from limitations. First, it is based on self-reported results of respondents from NCT of 
Delhi, India. For this reason, future research can expand the geographical coverage to get more generalizable 
results. Further a comparison of any differences, if any, due to place of residence can also be explored. Second, our 
study incorporates only two dimensions of financial literacy similar to previous studies, however, future studies 
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can try to incorporate more dimensions. Third, our study is limited to one-time responses to the questionnaire 
designed, making it difficult to draw causal relations which is possible only in case of longitudinal data. Fourth, 
we measured perceived FWB incorporating only the subjective measure. Future studies can incorporate both 
subjective and objective measures of perceived FWB. 
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Construct Indicators Statements 

FinKnowledge FC_LM1 Suppose you had ̀  100 in a savings account and the interest rate 
  was 2% per year. After 5 years, how much do you think you 
  would have in the account if you left the money to grow ?

 FC_LM2 Imagine that the interest rate on your savings account was 1% 
  per year and inflation was 2% per year. After 1 year, how much 
  would you be able to buy with the money in this account ?

 FC_LM3 Buying a single company's stock usually provides 
  a safer return than a stock mutual fund.

 FC_LM4 A 15-year mortgage typically requires higher monthly 
  payments than a 30-year mortgage, but the total interest 
  paid over the life of the loan will be less.

Fin Planning FinB_Plan1 Very organized when it comes to managing my money day to day.

 FinB_Plan2 Know how to plan my spending against my income.

Product Choice FinB_Productchoice1 Compare different options.

 FinB_Productchoice2 Search for information from range of sources.

 FinB_Productchoice3 Check detailed terms and conditions.

Spending Averse FinB_Spend1 Impulsive and tend to buy things even when I can't really afford them.

 FinB_Spend2 Prefer to buy things on credit rather than wait and save up.

 FinB_Spend3 Run short of money because I overspend.

Credit FinB_Credit1 Avoid borrowing money if I can.

 FinB_Credit3 If I borrow money, I want to repay it as soon as possible.

Informed Decision FinB_Infomed1 Always get information or advice when I have to make an important financial decision.

 FinB_Informed2 Try to stay informed about money matters and finances.

Active Saving FinB_Save1 Maintain an emergency savings fund.

 FinB_Save2 Try to save money regularly, even if it is only a small amount.

 FinB_Save3 Plan my savings for long term goals.

Monitoring Finance FinB_Monitor1 Know how much money I spent personally in the last week.

 FinB_Monitor2 Keep a written or electronic record of my monthly expenses.

Financial Wellbeing FWB1 Because of my money situation, I feel like I will never have the things I want in life.
 FWB2 I am just getting by financially.
 FWB3 I am concerned that the money I have or will save won't last.
 FWB4 I have money left over at the end of each month.
 FWB5 My finances control my life.
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