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ABSTRACT

Increasing financial market complexities, a highly volatile and unpredictable
environment, economic ups and downs, and unexpected trauma like the
pandemic of COVID-19, and many others, are giving substantial challenges
to individuals to achieve and maintain their financial stability and well-being
in recent times. Experts around the globe are soliciting financial literacy
improvement, and indeed a lot has been done too. However, people still lack,
and merely financial literacy may not be enough alone. Recently, researchers
have been putting forward the concept of financial capability, which is not
much research yet. Based on the capability theory, experts advocate that
financial capability building is crucial for financial stability and asset
building. Financial literacy deals only with the individual's internal ability
and does not cover what is needed beyond the individual internal abilities that
capability fills. Here comes the concept of financial capability. Since the field
of financial capability is still not researched much, it needs more studies and
research to extend and find what else can contribute apart from the existing
factors affecting financial capability building and financial satisfaction.
Therefore, the present thesis investigates the key determinants that can affect
financial capability building under the scope of capability theory given by
Amartya Sen and Nussbaum and the concept of financial capability by
Johnson and Sherraden. Limited studies have measured a few factors on
financial capability in different studies. Moreover, most of the studies on
financial capability are limited to the developed nations.

A significant portion of the low-income population dwells in South Asia
regions, and this segment is always at risk of financial vulnerability and
financial instability. A slight economic shock can shake their stability and
lead to low financial satisfaction. Specifically, though the GDP is over three
trillion US dollars, India is still one of the homes of low-income individuals
due to the second highest population and suffers from inequality problems. It
attracts research on how an individual's financial capability and satisfaction
can be improved. Hence, the concern is what can affect financial capability
and financial satisfaction with the focus on developing countries, which deals
with more chunk of the population with low income.

Furthermore, in the Indian sub-continent, the literature on this theme barely
exists. To the extent of the researcher's knowledge, no study has extensively



explored what factors can play a crucial role in individuals' financial
capability building and financial satisfaction in developing countries,
specifically in the Indian subcontinent cultural environment based on the
capability theory. Against this background, the proposed dissertation sought
to address the missing gap by developing a comprehensive research model
regarding the determinants of financial capability and financial satisfaction
among low-income individuals in India.

The study was conducted in Uttar Pradesh, the most populated region, and
most of the population belongs to the low-income category. The study used
a mixed-method approach. The research strategy used in this thesis is expert
opinion for qualitative and survey method for quantitative. The sample frame
for qualitative consists of industry experts who frequently deal with them and
understand what affects low-income individuals' financial literacy, capability
and satisfaction. The quantitative approach is a major part of the analysis to
test the formulated hypothesis. Five hundred ten questionnaires were
collected, and only 407 samples were used after the data cleaning. Data
analysis is done through Microsoft Excel, SPSS 23 and SmartPLS 3.0. The
partial least square (PLS) structural equation modelling (SEM) method is
performed to examine and test the formulated research model. Opinions are
collected from eleven experts through an interview guide for qualitative
analysis.

The main findings from the quantitative analysis suggest that: (i) Financial
advice and counselling, financial inclusion, financial knowledge, and
Economic hardship have a positive effect on financial capability. (ii)
Interestingly, financial attitude and financial behaviour do not have a positive
effect on financial capability. (iii) Financial behaviour, Financial capability,
Economic hardship and risk tolerance hypotheses are supported by the
outcome of the analysis. Under qualitative text analysis, findings support and
validate the quantitative analysis results and add more factors for future
studies.

The work contributes to the financial literacy, financial capability and
financial satisfaction literature under the personal finance category and
enriches the existing literature by filling in the identified research gaps. The
research implications, the study's novelty, limitations and future research are
highlighted.



ABSTRAKT

Rostouci slozitost finan¢nich trhli, vysoce nestabilni a nepredvidatelné
prostfedi, ekonomické vzestupy a pady a neocekdvand traumata, jako je
pandemie COVID-19 a mnoho dalSich, pfedstavuji v posledni dobé pro
jednotlivce znacné vyzvy k dosazeni a udrZeni finan¢ni stability a blahobytu.
Odbornici na celém svété se ptimlouvaji za zlepSeni finanéni gramotnosti a
skute¢né se také hodné v této oblasti udélalo. Lidem vSak stale chybi hlubsi
znalosti a pouhd finan¢ni gramotnost nemusi sama o sob¢ stacit. V posledni
dob¢ védci predkladaji koncept financni zptsobilosti, ktery zatim neni ptilis
prozkouman. Na zdklad¢ teorie schopnosti odbornici zastavaji nazor, Ze
budovani finan¢nich schopnosti je kli¢ové pro finan¢ni stabilitu a nabyvani
majetku. Finan¢ni gramotnost se zabyva pouze vnitini schopnosti jednotlivce
a nezahrnuje to, co je potfeba mimo vnitini schopnosti jednotlivce, které tato
schopnost napliuje. Zde pfichazi na tfadu koncept financni schopnosti.
Vzhledem k tomu, Ze oblast finan¢nich schopnosti neni dosud piilis
prozkoumadna, je tieba ji rozsifit o dalsi studie a vyzkumy a zjistit, co dalSiho
muze jeSté¢ prispét — kromé stdvajicich faktori ovliviiujicich budovani
finan¢nich schopnosti a finan¢ni spokojenost. Proto tato prace zkouma
klicové determinanty, které mohou ovlivnit budovani finan¢ni schopnosti v
ramci teorie schopnosti dané Amartyou Senem a Nussbaumovou a konceptu
finan¢ni schopnosti Johnsona a Sherradena. V riznych studiich bylo v
omezené mife zjiStovano n€kolik faktor ovlivityjicich financni schopnost.
Navic studie o finan¢ni schopnosti provadéji prevazné vyspélé staty ve svych
regionech a rozvojoveé staty se na ni musi jeSté zaméfit.

Znacna ¢ast obyvatel s nizkymi piijmy Zije v jihoasijskych regionech a tento
segment je vZdy ohroZen finan¢ni zranitelnosti a finan¢ni nestabilitou. Mirny
ekonomicky Sok muZe ottfast jejich stabilitou a vést k nizké financ¢ni
spokojenosti. Konkrétné Indie, ackoli jeji HDP ptesahuje tf1 biliony
americkych dolard, je stale jednim z domovill osob s nizkymi piijmy kvili
druhému nejvysSimu poctu obyvatel a trpi problémy s nerovnosti. To laka k
vyzkumu, jak 1ze zlepsit finan¢ni schopnosti a spokojenost jednotlivce. Proto
se zabyva tim, co mize ovlivnit finan¢ni schopnost a finan¢ni spokojenost se
zaméfenim na rozvojovou zemi, ktera se zabyva velkou Casti obyvatelstva s
nizkymi piijmy.



Navic na indickém subkontinentu literatura na toto téma témet neexistuje.
Pokud je vyzkumnikovi znamo, Zadna studie se dosud rozséhle nezabyvala
tim, jaké faktory mohou hrat zasadni roli pfi budovani finan¢ni zpusobilosti
a finan¢ni spokojenosti jednotlivell v rozvojovych zemich, konkrétn¢ v
kulturnim prosttedi indického subkontinentu na zaklad¢ teorie zplisobilosti.
Na tomto pozadi se navrhovana disertacni prace snazila zaplnit chybéjici
mezeru vytvoienim komplexniho vyzkumného modelu tykajicitho se
determinant finan¢ni schopnosti a financni spokojenosti u jednotlivcl s
nizkymi ptijmy v Indii.

Studie byla provedena v Uttarpradési, nejlidnatéj$im regionu, kde vétSina
obyvatelstva patii do kategorie nizkoptijmovych osob. Ve studii byl pouzit
smiSeny metodicky piistup. Vyzkumnou strategii pouzitou v této praci je
expertni nazor pro kvalitativni analyzu (pro doplnéni zjisténi kvantitativni
analyzy) a metoda priizkumu pro kvantitativni analyzu. Vybérovy soubor pro
kvalitativni metodu tvoii odbornici z oboru, ktefi s obyvatelstvem casto
jednaji a rozumi tomu, co ovliviiuje finanéni gramotnost, schopnosti a
spokojenost nizkoptijmovych osob. Kvantitativni pfistup je hlavni sou¢asti
analyzy, kterd ma ovéfit formulovanou hypotézu. Bylo shromazdéno 510
dotaznikl a po ocisténi dat bylo pouzito pouze 407 vzorkil. Analyza dat je
provedena prostiednictvim programt Microsoft Excel, SPSS 23 a SmartPLS
3.0. Ke zkoumani a testovani formulovaného vyzkumného modelu je pouzita
metoda modelovani strukturalnich rovnic (SEM) metodou parcialnich
nejmensich ¢tverclh (PLS). Nazory jsou shromazdovany od jedenacti
odborniki prostfednictvim priivodce rozhovorem pro kvalitativni analyzu.

Z hlavnich zjisténi kvantitativni analyzy vyplyva, ze: (i) finan¢ni poradenstvi
a konzultace, finan¢ni za¢lenéni, finan¢ni znalosti a ekonomické potize mayji
pozitivni vliv na finan¢ni schopnost; (i1) zajimavé je, Ze finan¢ni postoje a
finan¢ni chovani nemaji pozitivni vliv na finan¢ni schopnost; (ii1) hypotézy
o finanénim chovani, financni zpusobilosti, ekonomickych potiZzich a
toleranci k riziku jsou vysledkem analyzy podpoteny. V ramci kvalitativni
analyzy textu — zjisténi podporuji a potvrzuji vysledky kvantitativni analyzy
a ptidavaji dalsi faktory pro budouci studie.

Préce ptispiva k literatute o finan¢ni gramotnosti, finan¢nich schopnostech a
finanéni spokojenosti v ramci kategorie osobnich financi a obohacuje
stavajici literaturu tim, Ze zapliuje zjisténé mezery ve vyzkumu. Zdlraznény
jsou dusledky vyzkumu, novost studie, omezeni a budouci vyzkum.
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1. INTRODUCTION

1.1 Research Background

Life satisfaction has many facets and is constantly evolving (Campara et al.,
2017). The individual's personal satisfaction is made up of satisfaction in several
different life categories that are grouped together (Rojas, 2006). Loewe et al.
(2014) examined among workers seven significant life domains, including
financial circumstances, to identify determinants of total life satisfaction. There
are several domains identified, and it can range from a few to infinity. Therefore,
according to the research goals and objectives, a study can choose any or in a
combination of them (Rojas, 2006). As financial well-being is imperative and
financial satisfaction can be used as one measure of financial well-being
(Bruggen et al., 2017). Even a small number of research use financial satisfaction
as a measure of overall wellbeing. (Praag & MS., 2004). Therefore, the current
study has chosen to analyze financial satisfaction in order to determine how
satisfied people are with their current financial situation.

Poverty cannot be seen just as lowness of income; it is about a lack of basic
capabilities, says noble laureate Amartya Sen (2000). Financial capability denotes
to a individual's understanding of financial matters, ability to manage their
finances, and control over their money. Theoretically, having poor financial
capabilities is distinct from having a low income or experiencing shortage. Low
Incomes may be associated with those who are financially capable, whereas high
incomes along with high standards of living may be associated with those who
are less financially capable. Therefore, having a high income cannot prove a
higher financial capability. It is about how you manage your funds and money
worth (Taylor, 2011). The financial capability notion was make known to in 2006
(Atkinson et al., 2006). The importance of fostering financial capability has
grown in recent years (Loke et al., 2015; Luukkanen & Uusitalo, 2019). Financial
literacy is a useful but insufficient concept, according to recent research from
around the world that were published in books and papers. Financial capability
introduces a financial capability concept as opposed to the flimsy notion of
financial literacy, which is about the ability to act but leaves out the chance to act.
(Despard& Chowa, 2014; Johnson & Sherraden, 2007; Kempson, Perotti, &
Scott, 2013). Financial literacy comprises the ability to act but lacks external
opportunities measurement such as financial advice and financial inclusion,
which come under the opportunity to act and with both, together, financial
capability can be developed (Johnson & Sherraden, 2007; Kempson et al., 2013;
Sherraden, 2013b) and that’s the another chosen dependent variable of the study.

A person is deemed incapable if they acquire knowledge and abilities but do
not put them to use or apply them when making practical decisions. (Vlaev &
Elliott, 2017a). Recently, the need to increase financial capability has been
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emphasized more by policymakers (Batty et al., 2015). Researchers are
concentrating on external prospects such as financial counselling and advice that
can assist consumers in making decisions about insurance, taxes, investments,
home ownership, higher education finance, and retirement. Any wrong decisions
can bring an undesired financial burden. Individuals with lesser levels of debt
literacy can result in higher charges and high-cost borrowing (Lusardi & Tufano,
2015), which can add to economic hardships. Several families have suffered
because of economic hardship during the recent economic disasters in Europe,
such as the loss of a job or earning (Eurofound, 2015). Therefore, responsible
debt, income, and spending management can lessen financial hardship and boost
stability and satisfaction. (Blom et al., 2019). Financial capability is built on a
foundation of financial literacy, financial inclusion, financial advice, and
counselling. (Sherraden, 2013a).

Imprudent financial decisions indicate a need to boost financial capability
(Luukkanen & Uusitalo, 2019). Some recent studies have shown that financial
decision-making choices may affect financial satisfaction (Aboagye & Jung,
2018). Financial satisfaction may result from the right financial decisions (Arifin,
2018), and risk tolerance plays an essential role in financial decision-making,
ultimately affecting satisfaction. In a few studies, financial risk tolerance
negatively affected financial satisfaction (So-hyun Joo & Grable, 2004). Though
financial capability is inclusive of financial literacy, financial advice, and
financial inclusion (Aprea et al., 2016), considering financial literacy, inclusion,
and advice alone may not be enough. Including economic hardship and risk,
tolerance impact can make it fair to understand individuals' financial capability
and financial satisfaction as economic hardship and risk tolerance might play a
significant role in capability and satisfaction reduction (So-hyun Joo & Grable,
2004; Ranta et al., 2019). Therefore, the emphasis of the current study is on
financial literacy, financial inclusion, financial advice, economic hardship, and
risk tolerance and their effects on individuals' financial capability and financial
satisfaction.

The critical analysis of the present economic conditions reveals frightening
loopholes, the global economic turmoil of 2008 inversely affected the financial
stability of families and economic burden on the states (Eurofound, 2015), it had
increased the poverty and affected negatively the economic growth of the nations
(WB, 2009). It also attracted the attention of researchers and policymakers
towards the improvement of financial literacy and financial capability. Issues like
poor financial planning and low emergency savings, survival during financial
challenges, in the current volatile economic scenario is not only related to low-
income countries but also has issues in middle and high incomes countries, nearly
42% European struggle financially and approximately 10% are at poverty risk
(Eurostat 2017) as well as according to the Ageing report (EC, 2017) old age
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population is rising considerably in EU region. Therefore, there will be a
significant increase in the financial dependence of the elderly on social security,
insurance, and government funding. To address this, governments are shifting
their responsibilities, attempting to put more of the onus on individuals to prepare
and manage enough financial resources for their retirement, difficult times, and
old age financial securities (Atkinson et al., 2007). Hence, it highlights poor
financial capability is a universal problem affecting all the nations one or another
way and severely low-income countries because of the weak social security
system and all the financial burden falls on the shoulders of the individual and
individuals’ have to plan their own. A sufficient financial capability is required
to enable people to become financially independent and lessen the load on the
state. Around 3.5 billion persons worldwide, the majority of whom reside in poor
nations, are financially illiterate. Specifically, in India, just 24 percent are found
financially literate (Klapper et al., 2017).

Furthermore, considering the existing researches, components of financial
literacy, opportunities such as financial advice and financial inclusion, and factors
affecting negatively like economic hardship and risk tolerance are not yet studied
on financial capability and financial satisfaction. The novelty of the study is to
test the augmented model to determine the factors affecting financial capability
and financial satisfaction (combine elements of ability and opportunity).
Consequently, in light of the evidence from literature, the present study focuses
on the financial satisfaction of individuals and investigates the role of how
Financial capability, along with financial literacy affects Financial satisfaction
among low-income individuals.

1.2. Research problem and gap

Post-economic crisis of 2007, studies identified different types of issues and
challenges about the individuals’ financial stability around the world. The number
of evidence indicated that less financially literate and incapable individuals have
higher chances to have problems with debts, low savings, indulge in high fees
mortgages, and have a higher possibility of poor retirement planning (Kefela,
2011). Some of the critical difficulties arising, identified from different studies
are increasing complexities of financial market and products and economic crises
which is now a big worrisome to society as well (Crotty, 2009), how to make the
prudent economic decision to protect investments in crisis (Lusardi & Mitchell,
2014), protection from miss-selling of financial products (Atkinson et al., 2007),
increasing old age population and economic burden on states (EC, 2017),
dynamic economic environment and old age retirement planning choice (Rooij et
al., 2011). Authors have covered even more than the above mentioned issued and
stressed for improving individual’s financial capability to help themselves, their
families, and communities as well as to survive and achieve their desired financial
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goals in such a critical scenario, to be financially satisfied and improve financial
well-being in long run. The reports and discussed issues substantially highlight
the need and importance of determining individual’s financial capability and
financial satisfaction, as the outcome of the study can help the lawmakers,
policymakers, and educators to strategize their policies and curriculum to make
and support individuals not only to achieve their financial goals but be able to
survive financial turbulence. The majority around the world are now out of the
ambit of extreme poverty, but still, they have limited opportunities and the
resources to control their lives (Pedro, 2019). In these circumstances, it seems
logical to study how they are building their financial capability and are they
financially satisfied. Still, approximately 600 million people live on less than
$1.90 a day, and a substantial portion lives in India (Pedro, 2019). A continuous
challenge the world is facing in term of income and wealth distribution have
severe effects on individual financial capability. According to the Oxfam report
(2020), Reducing inequality is one of the sustainable development goals to be
accomplished by 2030. The richest 1% of people on the planet have more than
twice as much wealth as 6.9 billion people.

1.2.1. Knowledge Gap

The present study is based on the Capability approach given by Sen extended
by Martha Nussbaum (1993a). Later Johnson and Sherraden (2007) extended it
on financial capability. The present study will offer an augmented model based
on the mentioned previous works. How an individual can achieve the capability
or freedom to live the life the way he or she wishes to live. Hence the study will
determine the factors affecting financial capability and financial satisfaction of
individuals and how they can be enhanced. Limited studies were found regarding
financial satisfaction concerning individual satisfaction of life (\Vera-Toscano et
al., 2006). Financial satisfaction is one of the major determinants of an
individual’s overall well-being. Financial satisfaction is a reflector of financial
well-being, and is a crucial constituent of overall life satisfaction (Woodyard &
Robb, 2016).

On the other hand, several reasons were identified in the literature regarding
the importance of financial capability and financial literacy. Still, the majority are
studied separately on financial satisfaction, and also minimal research was found
to determine financial satisfaction through financial capability. Financial
capability promotion among consumers first appeared in developed countries,
and now a few developing countries have also realized its importance and started
measuring it(Xiao et al., 2014). After the economic shocks in late nineties and
first decade of 20" century, developed countries around the world such as
Australia, USA, UK, Japan, etc. are constantly trying to enhance the financial
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capability of their people, formed specific organizations such as National
financial capability survey(NFCS) in the USA conducted the first study in 2009,
UK financial capability strategy first survey in 2015, etc., and the outcomes were
eye-openers. Realized that there is a need for monitoring and constant efforts to
improve financial capability, especially the vulnerable and critical groups in the
society (Atkinson et al., 2006; Lusardi, 2011; Xiao et al., 2014). According to
CYFI (2012) and Sherraden &Ansong (2016) to understand the collective
contribution of financial education, guidance, and financial services, it needs
better measurement of financial literacy and financial inclusion as well as
financial well-being and stability. Future research can use mixed methods, which
can further advise the critical elements of financial capability. Also, studies must
focus on the diverse segment of financially vulnerable people in various countries
and part at a different level of economic development in different demographic
groups such as gender, age, etc. Improving peoples’ financial capability is
constantly getting importance and recognition among governments, central
banks, international organizations, and it is ever-increasing. VVarious countries are
working towards it through different strategies and programs at the national level
to improve peoples’ financial capability, and other countries have to follow the
same (Mundy, 2011).

Various studies suggested that financial capability needs further evaluation in
different ways and different contexts such as, According to Xiao et al., (2014),the
financial capability was measured by very limited variables. There may be
additional factors that can be utilized to more accurately gauge financial
capabilities. To further comprehend this phenomenon in varied socioeconomic
circumstances, data from other industrialized and developing nations might be
studied. According to Storchi and Johnson (2016) financial capability needs an
investigating framework for the investigation of how poor people take financial
decisions and involve with financial services, does it improve their happiness.
Financial capability is gradually becoming a priority for policymakers in both
developed and developing economies as it is helping towards financial stability,
financial inclusion, and to the effective functioning of financial markets as well
(World Bank, 2013). According to Despard and Chow (2014), there is still a
vacuum to develop further financial capability measurement scale. According to
Banerjee (2016), the Financial capability of poor people requires significant
research evidence in India. Mixed-methods research should examine existing
financial capability programs and extract the influence of location, gender,
marital status, family size, family type, education, and health in both financial
inclusion and individuals’ abilities, the outcomes of the study should be
implemented through inclusions and education plans and policies to pull up all
the people living below per day minimum income level. The expected analysis
will reflect how individuals’ financial satisfaction can be attained by increasing
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their level of financial literacy, inclusion, and advice total financial capability.
Therefore, the present study will investigate how ability and opportunities can
bring financial capability, freedom to live the life the way an individual wish to,
and cope with financial hurdles and risky affairs.

1.2.2. Geographical Gap ‘India’

Reports claim India is the seventh-largest economy of the world in terms of
GDP (World Bank, 2019). On the other hand, when it comes to per capita income,
India ranked one hundred twenty-sevenths in terms of purchasing power parity.
Though the number of millionaires raised from just 34 thousand in the year 2000
to 759 thousand by 2019 which disclose how fast the wealth has been growing in
India, but the problem is, it is not shared with everyone, 78% of the adult owns
wealth less than 10,000$ and just 1.8% adults have a net worth more than
100,0008. Around 827,000 adults belong to the world’s top 1 percent wealth
owners, which is just 1.6% of the population (Lluberas & Shorrocks, 2019).1t is
the home of the world’s 3™ largest number of billionaires along with the highest
number of poor people in the world. Therefore, people’s prosperity and well-being
widely vary across the country (WB, 2018).less than one-fifth of the population
Is covered by some form of social protection (WESO, 2019). Moreover, net
financial assets per capita are just 1320 euros one of the lowest in the world
(Grimm et al., 2019). Therefore, what is still pulling back India’s growth is
poverty, income inequality, inequality in wealth and individuals well-being,
hence, studies are required focus to cover this chosen context which can help
through knowledge to achieve SDGs such as, (SDG1) alleviate poverty, (SDG3)
improve good health and well-being, (SGD8) achieve inclusive economic growth
for individuals have sufficient earning to help themselves and family, (SDG10)
reduce inequality, bring income equality, etc. (Le Blanc, 2015; UN, 2016).
Future research needs to examine further the factors affecting financial capability
among low-income consumers (Potocki & Cierpiat-Wolan, 2019).

In the Indian scenario, a lot has to be done to monitor, measure, and improve
the financial capability specifically, low-income groups, landless laborers,
marginal and small farmers, youth, senior citizens, etc. In India, financial
capability is still a virgin area to explore. Apart from a few pieces of research,
nothing much is being done in the Indian context. Also, the Indian states' socio-
economic condition attracts rigorous studies as it can help policymakers and other
stakeholders understand the challenges and frame the strategies towards its
improvement. Previous studies on financial capability were majorly conducted
on youth (Despard & Chowa, 2014; Johnson & Sherraden, 2007; Ranta &
Salmela-Aro, 2018), on the consumer (Xiao & O’Neill, 2016), on rural household
(Chowa et al., 2014), people in the state of West Bengal India (Banerjee, 2016),
but not extensively with a comprehensive model determining the financial
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capability and financial satisfaction in India. In its report of (2016), World Bank
identified five lowest-income states of India are Odisha, Jharkhand, Bihar,
Chhattisgarh, Uttar Pradesh, Rajasthan, and Madhya Pradesh are continually
lagging the other states in terms of poverty alleviation, income and wealth
enhancement. No prior study has been conducted in the chosen area to the extent
of the researcher’s knowledge. Hence the present study will cover the five states
with the lowest income status in India, focus the population at the bottom of the
pyramid.

Observing its importance from another perspective, McDaid et al., (2013)
detected connection between financial hardship and stress, anxiety, and
depression among the financially weak, linked to diseases, poor health, and even
suicide. According to Meltzer et al. (2011) in 2007, 4.3% of England's adults had
considered taking their own lives in the previous year. Those in liability were two
times more expected to intend of suicide. Housing-related debt (rent and
mortgage arrears), the trouble in making hire purchases and paying off credit card
liability was strongly linked to suicidal thoughts. According to the National crime
record bureau (NCRB, 2018)of India stated a total of 10,349 people involved in
the agricultural sector (consisting of 5,763 farmers/cultivators and 4,586 farm
laborers) committed suicides in 2018. Of the total 92,114 male suicides, the daily
wage earners (26,589) committed maximum suicides, followed by self-employed
(12,175) and unemployed (10,687). In 2018, 66.2 percent of suicide victims had
an annual income below 100 thousand (88,986 out of 1,34,516 victims). 29.1
percent (39080 out of 1,34,516 victims) of suicide victims belong to the hundred
thousand to five hundred thousand. It reflects more than 95% of all suicides
belonging to low-income individuals, a big cause of worry for the state and social
practitioners. It again reflects the significance of financial capability and financial
satisfaction.

Studying this phenomenon in the chosen segment could be a valuable
theoretical contribution for future research avenues and practical implications as
well to knowhow the financial capability building can help to achieve financial
satisfaction, which can affect low-income individuals positively. Banerjee (2016)
stated that Nobel laureate Amartya Sen and other renowned authors such as
Margaret Sherraden were rightly indicated that the opportunity to earn, save,
borrow, and invest the money as well as the ability to comprehend and manage
one’s finances competently is critically crucial for satisfaction and well-being.
Above all the relevance of the current area of the research can be identified with
the critical sustainable development goals to achieve by 2030 such as (SDG1) to
alleviate poverty, (SDG3) improve good health and well-being, (SGD8) achieve
inclusive economic growth for individuals have sufficient earning to help
themselves and family, (SDG10) reduce inequality, bring income equality, etc.
(Le Blanc, 2015; UN, 2016). There is an emerging concern on the individual’s
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well-being, specifically, financial well-being so that the individuals can sustain
economically in ups and downs, which requires improved financial capability and
financial satisfaction. From an individual's point of view, financial well-being is
Imperative, and studies have exposed that it has a strong and positive association
towards the complete well-being (Brliggen et al., 2017).

1.3. Research Questions

The study's primary research question is related to “Identify the factors
determining the financial capability and financial satisfaction among low-income
individuals in India?

The research question is further framed into specific questions to achieve the
desired outcome as per the identified research problem.

Research questions

RQ1. How does financial inclusion, financial advice and counselling,
financial attitude, financial knowledge, financial behaviour, and economic
hardship effects the financial capability of low-income individuals in India?

RQ2. How does financial behaviour, financial capability, economic hardship,
and risk tolerance affect the financial satisfaction of low-income individuals in
India?

1.4. Research objective

Based on research gaps, the main objective of this study is to develop a
comprehensive model to determine the Individuals’ financial capability and
financial satisfaction among low-income individuals in India.

Specific Objectives

1. To investigate how does financial inclusion, financial advice and
counselling, financial attitude, financial knowledge, financial behaviour, and
economic hardship affect the financial capability of low-income individuals in
India.

2. To investigate how does financial behaviour, financial capability, economic
hardship, and risk tolerance affect the financial satisfaction of low-income
individuals in India?

1.5. Thesis structure

This study is classified into seven chapters. The chapter one is about the
introduction. It contains the introduction about the topic, the research gap- the
need for the study and what the study is intended to address. The literature review,
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including the theory upon which this thesis is based and the formulation of the
hypothesis, is covered in the second chapter. The conceptual framework is
developed at the end of the second chapter. The third chapter is devoted to this
thesis's technique and research design. Along with the research design, the
research scales, sampling techniques, measurement items, data analysis, and
assumption checking of the approach are described below. The fourth chapter of
the thesis contains the findings, which combine quantitative and qualitative
analysis.

In a separate chapter, the results of the thesis are discussed. The research's
contributions are covered in the sixth chapter. The last chapter is titled
conclusion. The references cited in the main text, the list of publications, and a
summary of the author's curriculum vitae are all listed after the annexes.
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2. LITERATURE REVIEW

The literature review explores and investigates the theoretical background
from the existing literature databases to identify the factors affecting financial
capability and financial satisfaction. To understand the impact of identified
variables and the nature of their influence, whether positive or negative, from the
existing literature on financial capability and financial satisfaction, intending to
draw an integrated framework for the present study.

2.1. Financial inclusion and Financial capability

According to the Organization for economic cooperation and development
(OECD, 2013), Financial inclusion ensures that people may readily access
financial services and products by focusing on promoting awareness,
accessibility, and availability of financial products and services. People's capacity
to save money sensibly, plan efficiently for cost-effective borrowing, and protect
themselves and their families from everyday catastrophes like starvation, natural
calamities, crime, etc. are all hampered by insufficient access to and usage of
financial services (GPFI, 2010). Therefore, improving financial inclusion is
necessary and can lead to the development of financial capability (Grady, 2019).
Financial inclusion is made possible by timely, inexpensive, useful, financially
enticing, practical, safe & secure, easy to use, and reliable financial products &
services (Aprea et al., 2016; Sherraden, 2013b). In addition, a study that focused
on external aspects (i.e., access to and use of services and products) regarding the
improvement of financial capability specified that financial inclusion is an
important issue to take care of when it comes to the growth of financial capability
(Chowa et al., 2014). Financial inclusion affects financial capability (Apreaet al.,
2016; Johnson & Sherraden, 2007). Financial inclusion has a sturdy and positive
association with people's savings because access to bank accounts is tied to
financial inclusion, which increases people's capacity to save and protect
themselves from risk. (Kempson et al., 2013), eventually improved saving
increases people financial safety. Capability approach not only emphasizes
internal capabilities, which includes individual characteristics but the external
environment as well, within that, an individual has to function and connect to the
other environments (Nussbaum, 2011; Reyers, 2019). Therefore, financial
inclusion covers the people under the ambit of basic financial products, and how
their accessibility and availability strengthen their financial capability.

2.2. Financial advice and counselling and Financial capability

Financial advice is being paid hefty attention in recent past years (Von
Gaudecker, 2015). Because it was traced that financial advice enhance ability for
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better financial decision making (Kim et al., 2018). That could also be the reason
why a significant part of households seek professional help when making
financial decisions (Stolper & Walter, 2017). According to Moreland (2018),
specifically, individuals with less financial knowledge can get enormous benefits
from financial advice therefore, financial advice improves financial decision
making. Additionally, to be financially capable, individuals have to have advice
and guidance how to plan and be able for a stable financial future (Sherraden et
al., 2015a). Increasing complexities of financial products worry about saving for
retirement and household requirements, all of these have increased the
significance of financial advice and financial advice matters where there is the
poor financial capability (Georgarakos & Inderst, 2011). Existing literature is not
very rich, which establishes the connection between financial advice and financial
capability.

2.3. Financial attitude and Financial capability

Attitudes affect financial decision making (Shih & Ke, 2014). Rai, Dua, and
Yadav (2019) financial attitude can be described as a person's approach to
financial matters and issues. Moreover, it is about the confidence to make suitable
financial selections (French & McKillop, 2016). The monetary and non-monetary
beliefs of an individual establish a financial attitude, and it is a crucial aspect of
the decision-making process (Ajzen, 2009; Potrich et al., 2015). It was also found
that attitude affects an individual’s financial capability (S. Shim et al., 2013).
Furthermore, enhanced financial attitudes can increase financial capability, and
this supports a likely optimistic association amongst financial attitude and
financial capability (Batty et al., 2015). It reflects financial attitude has a direct
influence on financial capability. Therefore, it will be reasonable to say that
financial attitude affects financial capability positively. The present study will try
to establish a direct positive connection between financial attitude and financial
capability.

2.4. Financial knowledge and Financial capability

Understanding the effects of microeconomics, macroeconomics, and personal
finance management constitutes financial knowledge (Rothwell et al., 2016). A
individual’s knowledge of financial system and markets is an indispensable
constituent of financial capability (Lusardi & Mitchell, 2014). As previously
indicated, one of the key elements of financial literacy is financial knowledge,
which must be investigated separately to reveal the precise influence of financial
knowledge on financial capability (Rothwell et al., 2016) because the emphasis
has moved towards financial capability building (Atkinson et al., 2006).
Furthermore, financial capability is inclusive of three interconnected
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components: financial knowledge, skills, and attitude (Collard et al., 2006). So,
internal financial capability focuses on financial knowledge (Reyers, 2019).
Learning about finances is linked to better attitudes and behaviors, and if done
consistently, it may lead to increased financial capabilities. (Batty et al., 2015).
Individuals who have less schooling are additional expected to display behaviors
associated with low financial capability (Lusardi, 2011); therefore, growing
financial knowledge is the main requirement for financial capability. Financial
knowledge has a positive impact on future financial competence, but there aren't
yet enough studies to back it up (Batty et al., 2015), and this is probably a nascent
field to look into.

2.5. Financial behaviour and Financial capability

Financial behaviour is a composite term and covered all the monetarist actions
undertaken by the individuals (Mudzingiri, Muteba Mwamba & Keyser, 2018).
Likewise, Bhushan and Medury (2014) also clarified that financial behaviour is
all-encompassing of all types of behaviour that deal with monetary decision-
making and money management. Rai, Dua, and Yadav (2019) indicated that all
these like financial forecasting, saving, budgeting, planning, investing, obligation
payment, etc. falls under the ambit of financial behaviour. Some studies have
supported a extensive relationship between financial behaviour and financial
capability. Theoretically, improved financial behaviours are connected with
improved financial capability. Financial behaviour is a significant aspect that
forms financial capability (Potocki & Cierpiat-Wolan, 2019; Xiao et al., 2014).
Developed financial capability is connected with positive and a lesser amount of
risky financial behaviours. Financial capability can be assessed through financial
behaviours (Atkinson et al., 2007; Lusardi & Mitchell, 2011), and it is further
mentioned that one of the crucial components of financial capability is financial
behaviour (Xiao et al., 2014). A person's financial behaviour is actually taken into
consideration as an important topic to be analysed from the point of view of
scholars in the current years. Financial behaviour has a significant impact on
people's financial capability and is a key factor in identifying that capability
(Potocki & Cierpiat-Wolan, 2019; Xiao et al.,, 2014). Therefore, financial
behaviour is considered to be a critical factor affecting financial capability.

2.6. Economic hardship and Financial capability

Economic hardship or financial hardship it is about an individual’s inability to
meet basic needs (Huang et al., 2015). Economic hardship affects families in
several ways. Economic hardship might be related to failure to pay the bill, rent
on time, inabilities to fulfil needs and cutting personal expenses (Williams et al.,
2015). As financial capability is about how individuals manage and control their
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finances (Taylor, 2011), so failure to control and manage properly may negatively
affect financial capability. A study by (Ranta et al., 2019) considers economic
hardships based on income insufficiency and income decrease found insufficient
Income at a younger age results lower level of financial capability and higher
level of economic pressures. It reflects there is an inverse relationship between
the two. According to (Huang et al., 2015) economic vulnerability might be
intensified by poor financial capability. Having higher financial capability, which
Is inclusive of financial abilities and financial opportunities, has higher chances
to reduce the risk of economic hardship. Within the limited resources, an
individual with higher financial capabilities can manage his/her finances in such
a way which can help them to avoid economic hardships and with better financial
capabilities individuals have higher abilities to allocate their limited resources
efficiently to use it in hard times, this reveals the inverse relation between the
financial capability and economic hardship again. Income insufficiency and poor
management can affect financial capability. Limited studies have covered this
area, but it seems logical through the discussion that an individual’s economic
hardships negatively affect financial capability.

2.7. Financial behaviour and Financial satisfaction

Preceding studies found the significant positive connection between financial
behaviour and financial satisfaction (Davis & Runyan, 2016; Hasibuan et al.,
2018; Zainul, 2018). Another study by Aboagye & Jung (2018) state that
importance of savings and spending behaviour has a positive influence on overall
financial satisfaction. The most influential factor of financial satisfaction was a
person’s financial behaviour (So-hyun Joo & Grable, 2004). The desirable
financial behaviour upsurges while risky financial behaviour cuts financial
satisfaction, it reflects a sturdy relationship between financial behaviour and
financial satisfaction (Xiao et al., 2014). Based on the previous study, the present
study will further test the positive relationship between financial behaviour and
financial satisfaction.

2.8. Financial capability and Financial satisfaction

A study analysed the statistics from the 2009 United States, Survey of Financial
Capability, found a positive relationship between perceived financial capability
and financial satisfaction (Xiao, 2016).Another study by (Zainul, 2018) found
financial capability has a positive impact on financial satisfaction, also states that
financial capability is related to the ability of an individual to use finance in such
a way to achieve what is anticipated to gain financial wellness. It was also found
that financial capability contributes to financial satisfaction (Xiao & O’Neill,
2018). Moreover, Financial capability is the individuals ability to use elementary
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financial knowledge and occupy essential financial behaviors to accomplishing
financial well-being, as it is exposed that financial capability has a stout effect on
financial satisfaction (Xiao & Porto, 2017). It witnesses the connection amongst
financial capability and financial satisfaction.

2.9. Economic hardship and Financial satisfaction

Financial satisfaction is about a state of being happy and unrestricted from
financial burdens and worry (Zimmerman, 1995). Individuals suffered more from
economic hardship as a result of economic fluctuation (Eurofound, 2015). Studies
confirm that economic stress and financial failure to fulfil an obligation, upsurge
the risk of general dissatisfaction (So-hyun Joo & Grable, 2004). Financial
satisfaction is about an individual’s satisfaction with the current financial
condition (Hira and Mugenda, 1998; Joo & Grable, 2004). It is an individual
analysis of the financial conditions to determine whether an individual is happy
with it or not (Arifin, 2018). Having economic hardship such as debt burden,
insufficient income, decrease in income, or economic crisis due to economic
fluctuations can affect an individual’s freedom or happiness negatively. A study
by Ranta et al. (2019) stated that higher-income insufficiency at a younger age
predicted a lesser level of life satisfaction. Having difficulties meeting the routine
expenses and daily requirements brings economic hardship, and it might have a
direct effect on an individual’s financial satisfaction.

2.10. Risk tolerance and Financial satisfaction

Risk tolerance can be explained as the amount of risk that a person is ready to
bear in the quest for desired goals. In the financial context, risk tolerance is the
amount of risk a person has opted while making a financial decision (Roszkowski
& Davey, 2010). It reflects risk tolerance is related to financial decision making.
Some recent studies have also shown that the choice in financial decision making
may affect financial satisfaction (Aboagye & Jung, 2018). Financial satisfaction
may result from sound financial decisions (Arifin, 2018). Making the right
financial decision may affect financial satisfaction rightly. Taking a high risk and
getting high return seems logical and justify the individuals' expectations for
taking high-risk tolerance. But studies found there exist negatives relations too,
which might affect the individual’s financial satisfaction negatively; even taking
high-risk tolerance may result in lower financial satisfaction. Having higher
financial risk tolerance increases the individual’s expectations, it means an
individual want more to feel financially satisfied. When they compare their
standard of living and fall in the case below the expectation or the current level it
brings mismatch between high-risk tolerance and his expectations, it negatively
affects the individuals with higher risk tolerance. It is how higher risk tolerance
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can adversely affect financial satisfaction, and that’s what the study found,
financial risk tolerance negatively affected financial satisfaction (So-hyun Joo &
Grable, 2004). Another study by Asebedo & Payne (2019) stated with the
accurate risk tolerance assessment, and an adequately framed portfolio
individuals feel comfortable and satisfied with their financial situation. Still, the
same study results were astonishing and found that risk tolerance is negatively
associated with financial satisfaction. It may differ from person to person, case to
case. So, when it affects negatively, it reduces an individual’s financial
satisfaction.

2.11. Scope of the study

The current study retrieved the support from the capability theory given Sen’s
(1993b), which was later further extended by Nussbaum. Both functioning and
capabilities at the individual level are included in the notion of capability.
Functioning is focused on what people do (e.g., capable to make judicious
financial decisions) and what they are (e.g., are they financially well-educated?).
According to Sen’s (Sen, 1993a), capabilities are about the freedom an individual
has, to live a kind of life they want, to have adequate opportunities they need to
live the way they want. Financial capability referred to an individual’s ability to
act (knowledge, attitude, and behavior) and opportunity to act (access to financial
services, financial inclusion, and advice) together give freedom to people the
capability to shape their financial well-being (Huang et al., 2013). Hence,
Financial capability is separated into two sorts, internal (i.e., Financial
knowledge, Financial attitude, and Financial behavior), and external (i.e.,
financial inclusion is about the availability and accessibility of financial products)
(Reyers, 2019). Therefore, both external and internal resources can work together
to improve a person's capacity for financial decision-making and the achievement
of financial behaviors that can improve financial well-being, such as regular
money-saving and avoiding unnecessary expenses (Sherraden, 2013b).

2.12. Theoretical lenses of the research

The proposed dissertation on the based on the Capability theory (capability
approach) by noble laureate Amartya Sen

Capability Approach: According to Nobel laurcate Amartya Sen’s (1993a)
capabilities are about the freedom an individual has, to live a kind of life they
want, to have adequate opportunities they need to live the way they want. It
referred to internal as well as external capabilities. The capability approach
identifies that there is a need for ability and opportunity for the individuals’
complete freedom socially, economically, etc. Therefore, based on these two,
abilities and opportunity, which was further extended by sherraden that, financial
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capability referred to an individual’s ability to act (knowledge and skills) and the
opportunity to act (access to financial services) together gives freedom to
individuals the capability to build financial well-being. Ability is about an
individual’s internal capabilities, and opportunity is about external, concurrently
it can enhance individual financial capability. Therefore, the proposed study is
substantially based on the Amartya Sen’s approach which was further expanded
by the Martha Nussbaum (1993) and applied to individual financial capability
building by Johnson & Sherraden (Johnson & Sherraden, 2007; Sherraden et al.,
2015a).

2.13. Definitions of Variables

After the thorough literature review and to put forward the clarity between each
variable, definitions of constructs are given below, a prerequisite to
conceptualizing and operationalizing the research. Accordingly, Table 1 provides
definitions of all constructs and indicators of this research in the following order.

Financial capability

Financial Inclusion

Financial advice and Counselling

Economic hardship

Financial attitude

Financial Knowledge

Financial behaviour

Financial Satisfaction

Risk tolerance

Table 1 Definitions of constructs and indicators

Construct Indicators Definitions Key references
role in the

Framework

Dependent (Taylor, 2011)

Financial capability reflects people’s

knowledge of financial matters, their ability
to manage their money, and to take control (Johnson &
of their finances.

Sherraden,
) ) Financial capability is about enhancing and 2007;
Financial | yhorading an individual’s ability to act Sherraden,

Capability | (internal capabilities) and the opportunity 2013a, 2013D)
to act to attain their financial benefits

e (Nussbaum,
(external capabilities). 2011; Reyers,
Capability approach not only emphasizes 2019)

internal capabilities, which includes
individual characteristics but the external
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environment as well, within that, an
individual must operate.

Independent

Financial
Inclusion

Financial inclusion is about awareness,
availability, and the accessibility of
financial products and services, therefore
ensuring that an individual can reach to
financial services and products easily.

Low levels of financial inclusion are about
the failure to access and avail financial
services restrict people to save their money
properly, efficient planning for cost
effective borrowing, and to safeguard
themselves.

(OECD, 2013)

(GPFI, 2010)

Independent

Financial
advice and
Counselling

The advice can be a substitute for learning
by one’s self, thus dodging the effort of
gaining financial proficiency

It is an alternative way to improve the
quality of individuals' financial decision-
making related financial services and
products in the financial market full of
growing complexity better to delegate the
job by trusting on the services offered by
professional financial advisors.

(Calcagno &
Monticone,
2015)

(Stolper &
Walter, 2017)

Independent

Economic
hardship

Economic hardship or financial hardship it
is about an individual’s inability to meet
basic needs.

Economic hardship might be related to
failure to pay the bill, rent on time,
inabilities to fulfil needs and cutting
personal expenses because of income
insufficiency and change in income.

(Huang et al.,
2015).

(Williams et
al., 2015).

(Ranta et al.,
2019)
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Independent Attitude is a belief that can affect (Bagwell et al.,
behavioural intentions. Financial attitude is 2014).
an individual’s way of approaching .
financial matters. Moreover, it is about the (Rai etal.,
confidence to make suitable financial 2019)
selections. (French &
The economic and non-economic beliefs of M;K'IIOp’
an individual establish a financial attitude, 016)
Financial and i_t is a crucial aspect in the decision- (AJ'Z?”’ 2000:
Attitude making process. Potrich et al.,
In the financial context, attitude can be 2015).
elucidated as an opinion and a mind-set (Arifin, 2018)
about how an individual manages financial
affairs and make financial decisions.
Mindset, opinion, and judgment frame
attitude which are attached to the human
mind and cannot be detached; therefore,
these things influence the financial decision
making.
Independent Financial knowledge is explained as an (Rothwell et
) ) individual’s understanding of micro, al., 2016)
Financial | macroeconomics, and personal finance.
Knowledge Fi ial knowledge denotes the basic
inancia
understanding of financial concepts. (Huston, 2010)
Independent Financial behaviour is a complex term and (Mudzingiri,
covered all the monetarist activities Muteba
undertaken by the economic agents. Mwamba &
Likewise, also explained financial Keyser, 2018).
Financial behaviour is inclus_ive _of aII_types pf_ (Bhushan &
Behavior beha_wour deals with financial decision- Medury, 2014)
making and money management. i
(Rai et al.,
All these like financial planning, saving, 2019)
budgeting, investing, debt payment, etc.
come under the ambit of financial
behaviour.
Dependent Financial satisfaction is one of the major
determinants of an individual’s overall
well-being.
) ) . . . . (Easterlin,
Financial | Financial satisfaction is about an 2006)
satisfaction | individual’s satisfaction with the current
financial condition. Itis an individual (Hiraand
analysis of the financial conditions to Mugenda,
determine whether an individual is happy 1998; Joo &

with it or not.

Grable, 2004).
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Financial satisfaction is about an individual
own subjective assessment of financial
situation, and it connotes personal
characteristics such as personality,
attitudes, knowledge, and skills.

(Arifin, 2018)

(Joo & Grable,
2004;
Woodyard &
Robb, 2016).

Independent

Risk

Tolerance

Financial risk tolerance, defined as the
maximum amount of uncertainty that
someone is willing to accept when making
a financial decision.

Risk tolerance is the amount of risk a
person has opted while making a financial
decision.

(Grable, 2000)

(Roszkowski &
Davey, 2010).

Source: own research

2.14. Proposed conceptual framework

Based on the theoretical dimensions and extensive literature review to
accomplish the aim of the study, which is to identify the determinants of financial
capability and financial satisfaction. The study has proposed an integrated
financial capability and financial satisfaction framework to determine individual
financial satisfaction among low-income individuals in India. Based on the
literature review, the study develops a research model as shown in Figure.1

Opportunity

___________

+

Hla

Figure 1. Proposed Conceptual framework

———————————
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g

Financial
Knowledpe

Financial
Capability

J———

<" H2c

Financial Financial

Behaviour Satisfaction

Capability (Freedom)

~
.

Reducer

Positive effect

¥ Negative effect

Figure 1 Proposed Research Model Source: own research
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2.15. Research hypotheses

Based on the discussed literature and theoretical background, the following
research hypotheses has been framed

Hla. Financial inclusion has a positive effect on financial capability.

H1lb. Financial advice and counselling have a positive influence on financial

capability.

Hlc. Financial attitude has a positive effect on financial capability.

H1ld. Financial knowledge has a positive effect on financial capability.

Hle. Financial Behaviour has a positive effect on financial capability.

H1f. Economic hardship has a negative effect on Financial capability.

H2a. Financial behaviour has a positive effect on financial satisfaction.

H2b. Financial capability has a positive effect on financial satisfaction.

H2c. Economic hardship has a negative effect on financial satisfaction.

H2d. Risk tolerance has a negative effect on financial satisfaction.
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3. RESEARCH DESIGN
3.1. Research Design and Methodology

Research Design

Theoretical and Empirical Literature Review

Identified the Gap

Framed Problem statement
Formulated Research questions & Objectives
Framed hypothesis to test

}

Mixed Method Research

Quantitative- Major and Qualitative -

Complimentary

Quialitative Concurrent
Approach

Delphi method-Expert
opinion and interview.
Purposive Sampling

l

Quantitative
Approach

Sampling Technique & Data
Collection tool

Data analysis Technique:
Used word cloud/Text
analytics to identify the
words/phrases to create
themes and support the
quantitative findings

Results Reporting and
Analysis

Questionnaire- Stratified
random Sampling Survey
method

|

Data analysis Technique:
PLS- Structural equation
modeling.

Model Measurement
Structural Model

Discussion, Contribution, Implications and Conclusion

Figure 2 Research Design (Author’s approach)
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The proposed study begins with theoretical research on the determinants of
financial capability and financial satisfaction among low-income individuals in
India. The conceptual model developed earlier in the literature (see Figure 1) is
examined based on the research design explained in this current chapter. A
deductive-inductive inquiry has been executed to accomplish the study's overall
objectives. The study executed both quantitative and qualitative approaches. The
major analysis is primarily done using quantitative research techniques and a
deductive approach to reasoning. Also, a qualitative approach to explore and
understand the undertaken research phenomenon. The study's chosen
methodology can be called mixed methods, emphasising the quantitative
approach. All the framed objectives are accomplished using quantitative methods
through the testing of hypotheses.

More so, compared and supported by qualitative approach findings. The
present study is encouraged and inspired by the approach suggested by Creswell
& Creswel (2018). Mixed methods research (MMR) involves collecting both
guantitative and qualitative data, fusing the two, and using original designs that
may contain theoretical frameworks and philosophical premises. The underlying
assumption behind this kind of research is that mixing qualitative and quantitative
data exposes fresh information that either sort of data alone cannot disclose.
Quantitative and qualitative both help to understand and generalize the results to
a population and generate a complete sense of the meaning of a phenomenon or
concept (Enosh, Tzafrir, & Stolovy, 2015; Maxwell, 2016, Creswell, 2014;
Creswell & Creswell, 2018). In mixed-methods studies, the Delphi method is
helpful in qualitative research (Brady, 2015) and word cloud (DePaolo &
Wilkinson, 2014).

3.2. Quantitative approach

A survey research methodology is employed in this thesis. According to
Saunders et al. (2009), this research methodology is suitable for gathering
guantitative data, examining the links between variables, and formulating a model
of relationships. Additionally, because this approach provides the opportunity to
manage the research processes, it has the ability to generalize the sample's results
to the entire population. Since the present study proposed an integrated
framework, it has used quantitative data collected through survey methods to
examine the proposed relationship.

3.3. Qualitative Approach

Adding the experience and interpretation of events by industry experts in the
related field with widely divergent stakes, experiences and roles help explorations
to develop theories and generate meaningful explanations. Qualitative research
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methods are beneficial in providing comprehensive descriptions of multifaceted
phenomena. Quantitative and qualitative techniques can be applied sequentially,
simultaneously, or in combination. Good qualitative research is methodical and
rigorous and looks for evidence that contradicts the initial or emergent
hypothesis. It also aims to minimize prejudice and error. They can also
complement each other and are the reason for including a qualitative approach in
the present study (Dawadi et al., 2021; Shoshanna Sofaer, 1999). The study
enquiry can be deepened by qualitative data (such as interviews and focus groups)
since narratives can give the researcher a deeper understanding of the
phenomenon. Then, by assisting the researcher in compiling data on many
elements of a phenomenon from various individuals, a quantitative approach to
data gathering can provide breadth to the study. Another driving force towards
merging the two methodologies is the notion that both study styles have value,
are in some respects complimentary, and will gain more from doing so together.
The researchers use both data sets to analyze the same research question in order
to provide more certainty and wider ramifications(Dawadi et al., 2021; Teddlie
& Tashakkori, 2009).

To complement the finding of quantitative outcomes, the present study
associates and adds the quantitative with qualitative results and puts forward new
phenomena for the future research agenda. The researcher planned to perform
fifteen in-depth interviews using an interview guide but was collected finally by
only eleven experts. Covered the banks, Self-help groups, and microfinance
institutions with employees at the upper and middle level, experienced and who
are involved directly with low-income individuals in agricultural and
microfinance institutions. For the purpose of this study, these service providers
are considered as industry experts in the present study. Hence the data for
qualitative analysis is collected from these experts. The interview guide mainly
consists of two open-ended questions referring to low-income individuals (can be
seen in the annexe).

Geographical context

The geographical coverage of the present study is Uttar Pradesh, India. The
present study focused in India due to several reason. A big chunk of the
population still belongs to the low-income group. According to the World Bank
report, it had named seven states of India with the lowest income state list in 2016:
Jharkhand, Chhattisgarh, Bihar, Uttar Pradesh, Odisha, Rajasthan, and Madhya
Pradesh. The most populous state is Uttar Pradesh, with 200 million people, and
out of 200 million, 60 million belong to low income bracket (World Bank, 2016).
Therefore, the present study covered the geographical area of Uttar Pradesh,
India.
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3.4. Population, Unit of analysis and self-reporting

Hanlon & Large (2011) defines “A population is all the individuals or units of
interest”. Population under the research methodology is sampled based on
common traits or characteristics (Saunders et al., 2009), and A sample is a subset
of the individuals in a population”. The research population is the total number
of persons or items researcher samples to arrive at a logical conclusion or results
relevant to the study. For the purposes of this research, the population for the
study consisted of all the individuals with low-income levels within the
geographical coverage of the study. Hence, the unit of analysis for this study is
Individuals. The present study collected data through a self-reporting
questionnaire designed in English. The questionnaire was made in English, a
widely used language in India at schools, financial institutions, and social
organizations. People were comfortable filling out the questionnaire in English
since the questionnaire was short, direct, and simple. Almost all the
questionnaires were filled face to face. For the purpose of qualitative data study,
the expert opinion and views are taken from individuals working, are experienced
and contributing in the financial literacy and capability development field.

3.5. Questionnaire

Since the study is intended to collect data through a survey method. A
structured questionnaire was designed. The questionnaire was framed using the
existing scales in the available literature. The questionnaire used a Likert scale
(strongly disagree 1 to strongly agree 5). The questionnaire was initially designed
in English and requested some random individuals to check whether they could
understand it in English or not. Since English is quite commonly used in India,
individuals can understand and write simple English. Therefore, in the
questionnaire were circulated in English only. After the finalization of the
questionnaire, it is sent to two academic experts in the financial capability field
for questionnaire review and feedback on questionnaire relevance and accuracy.
Moreover, a few initial questionnaires were distributed for the trial to find any
difficulties or mistakes in the questionnaire.

After the minor corrections in the language, flow and formatting of the
questionnaire, the questionnaire was created using the google form, which can
help in data collection, and storage and to get in excel format at the end of the
collection. The majority of the questionnaires were filled in the researcher's own
presence face to face, to help the respondents in case they face any problem in
understanding the question, but no major problem was found. For the purpose of
the pilot test, few questionnaires were initially asked by the targeted population
to fill it. Around 80 questionnaires were collected first to check and test the
questionnaire and expected results. After the satisfactory responses. The data
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collection process was started in online mode but in the presence of the researcher
on his own electronic device. Respondents were made aware of their rights to
participate in or refrain from answering the questionnaire at any moment while
the data is being collected. There were no monetary incentives or in-kind prizes
provided. Prior to data collection, ethical approval is obtained. Two individuals
helped in data collection, but they were not related and included in the present
research. Their assistance was taken only to reach the respondents. The researcher
himself travelled to the identified cities and used his own means to collect the
data. The whole process took more than eight months.

3.6. Sampling technique

The survey was conducted in a state of India called Uttar Pradesh. For the
purpose of the study, the survey was conducted in the top ten most populated
cities. The present study set a broad target of sample i.e 1100 samples. The study
set the target to collect the sample from ten cities and a hundred and ten samples
from each city, making the sample size 1100 (10 cities*110) (Table 03).

Since the study targeted only low-income individuals, finding people with only
low income wasn't feasible. To find low income individuals, the study used the
public distribution and ration card system in Uttar Pradesh, India. In India, state
governments offer ration cards to households that qualify for the National Food
Security Act's subsidised food grain purchases through the Public Distribution
System (NFSA). For many Indians, they also function as a typical form of
identification. A Ration card is a legal document that each state government
issues. Using the card, eligible households can purchase food grains at discounted
prices in accordance with the National Food Security Act (NFSA). For many
people, the document acts as a standard form of identity. Their right to food grains
is determined by the color of their ration card, which comes in yellow, red, or
white: Families with an annual income of less than $1300 will receive yellow
cards if they are BPL (below poverty line), red for the absolute poor, and white
for poor yet APL (above poverty line) families. Thus, based on the world bank
classification of income brackets, all three coloured ration holders fall under the
low-income bracket. Therefore, the present study has covered the ration card
holder of yellow, red and white (See Table02).

For the purpose of data collection, public distribution store is located at a
number of locations in every city. Since the study targeted only ration card
holders, the public distribution stores were the data collection point for the
purpose of this study. Individuals visiting public distribution stores were
contacted randomly. The study used stratified random sampling, first divided into
ten cities and then random sampling to contact random individuals at public
distribution stores. Some responses were taken immediately. A few respondents
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shared their emails to fill out the questionnaire later. That is how the data was
collected.

Table 2 Ration Cards classifications in the sample

Ration Frequency Percent  Valid Cumulative
Card Percent  Percent
Yellow 188 46.2 46.2 46.2
Red 151 37.1 37.1 83.3
White 68 16.7 16.7 100.0
Total 407 100.0 100.0

Source: own research

3.7. Sample Size determination

Hair et al. (2010) recommends a minimum sample size of 10 observations for
each independent variable. Though the G*power analysis and the rule of thumb
both suggested the smaller sample size. PLS-SEM effectively handles small
sample sizes and intricate models (Hair Jr et al., 2016). But the present study
intended to go for the large sample size, believing the suggestion given by
(Asiamah et al., 2017) larger samples produce approximations that better
estimated the population parameters and larger samples lead to more precise
estimates. Moreover, the larger the sample size the lower the possible error in
generalising (Saunders et al., 2009). Larger sample sizes upsurge the exactness
(i.e., consistency) of PLS-SEM estimations (Hair Jr et al., 2016).

With this aim, as explained in the previous paragraph, the study set the target
to collect 1100 samples. The original data collection plan was actually delayed
due to Covid-19 pandemic and social restrictions. The data collection was started
after Covid-19 restrictions were lifted by the government, between April 2021 till
January 2022. The total number of data collected was 510 (excluding the 80
samples collected for the pilot test) but after removing the partially filled, the
fully completed sample size was only 407, which still satisfies the minimum
sample size. Out of the set target of 1100 samples, only 510 questionnaires were
filled, reflecting a response rate of 46.36 percent. After removing the partially
filled questionnaires, i.e 103, almost 80% of 510 were useable. Hence, the final
usable sample was 407 from the set target of 1100 samples, showing a 37% in
percentage. There were some challenges in data collection (Table 03). First, the
covid-19 delayed the data collection plan schedule. Second, the social distancing
and other restrictions affected the data collection even after the lockdown was
lifted. Due to covid-19, the estimated plan to finish the present study was delayed.
Since the 407-sample size satisfies much more than the minimum criteria for the
sample size, the study proceeded to data analysis.
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Table 3 Samples collected from the cities

Cities Frequency Percent Valid Cumulative

Percent Percent
Kanpur 30 74 7.4 7.4
Lucknow 65 16.0 16.0 23.3
Varanasi 46 11.3 11.3 34.6
Agra 26 6.4 6.4 41.0
Meerut 24 5.9 5.9 46.9
Ghaziabad 18 4.4 4.4 51.4
Prayagraj 94 23.1 23.1 74.4
Aligarh 68 16.7 16.7 91.2
Moradabad 16 3.9 3.9 05.1
Bareilly 20 4.9 4.9 100.0
Total 407 100.0 100.0

Source: own research

The complete sample profile of the respondents can be seen below in Table 04
.56.8% are male, and 43.2 percent are female in the sample. Most people are
salaried in private and government jobs, followed by self-employed in agriculture
and non-agriculture sectors. The majority of the respondents are 18-28 and 28-
38. Amazingly, it was unexpected that responses on education were very
different. Even a good number of individuals with low income have bachelor's
and master’s degrees. Therefore, it can be assumed that having a low-income may
not reflect low educational qualifications. Most of the individuals have
qualifications in business background. Based on the marital status majority found
married. Again, most of them live in urban areas and have medical expenses
burden on them. Lastly, the majority of the individuals have at least one or two
financially dependent members in the family detail sample profile can be seen in
table 4 below.

Table 4 Sample Profile

Gender Frequency Percent  Valid Cumulative

Percent Percent

Male 231 56.8 56.8 56.8

Female 176 43.2 43.2 100.0

Total 407 100.0 100.0

Occupation

Agriculture Labour 28 6.9 6.9 6.9

Non-Agriculture Labour 66 16.2 16.2 23.1

Self-employed in agribusiness 71 17.4 17.4 40.5
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Self-employed in non-agribusiness51 12.5 12.5 53.1
Street vendor/Hawker 33 8.1 8.1 61.2
Salaried in private/govt 115 28.3 28.3 89.4
Professional 31 7.6 7.6 97
Unemployed 8 2.0 2.0 99
Any other 4 1.0 1.0 100
Total 407 100.0 100.0
Income (Monthly)
Under 1000 INR 54 13.3 13.3 13.3
1000 - 3000 INR 71 17.4 17.4 30.7
3000 - 5000 INR 80 19.7 19.7 50.4
5000 - 7000 INR 54 13.3 13.3 63.6
7000 - 9000 INR 73 17.9 17.9 81.6
9000- 11000 INR 75 18.4 18.4 100.0
Total 407 100.0 100.0
Age
18-28 109 26.8 26.8 26.8
28-38 168 41.3 41.3 68.1
38-48 80 19.7 19.7 87.7
48-58 37 9.1 9.1 96.8
58-68 13 3.2 3.2 100.0
Total 407 100.0 100.0
Education level
High School 25 6.1 6.1 6.1
Senior Secondary 80 19.7 19.7 25.8
Bachelor 132 32.4 32.4 58.2
Master 148 36.4 36.4 94.6
PhD 22 5.4 5.4 100.0
Total 407 100.0 100.0
Field of Study
Science 87 21.4 21.4 21.4
Business 124 30.5 30.5 51.8
Social science 93 22.9 22.9 74.7
Humanities 44 10.8 10.8 85.5
Any other 59 14.5 14.5 100.0
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Total 407 100.0 100.0

Marital status

Single 163 40.0 40.0 40.0
Married 182 44.7 44.7 84.8
Divorced 49 12.0 12.0 96.8
others 13 3.2 3.2 100.0
Total 407 100.0 100.0

Location

Urban 285 70.0 70.0 70.0
Rural 122 30.0 30.0 100.0
Total 407 100.0 100.0

Medical Expense Burden

No 189 46.4 46.4 46.4
Yes 218 53.6 53.6 100.0
Total 407 100.0 100.0

Financially dependent members

None 88 21.6 21.6 21.6
One 96 23.6 23.6 45.2
Two 94 23.1 23.1 68.3
Three 63 15.5 15.5 83.8
Four 35 8.6 8.6 92.4
Above four 31 7.6 7.6 100.0
Total 407 100.0 100.0

Source: own research

3.8. Data Analysis tools and software

The study used PLS-SEM) known as partial least squares path modelling. A
structural equation modelling technique estimates intricate cause-and-effect
relationships in path models with latent variables. The measurement and
structural models are the two sub-models that make up the PLS-structural
equation model. The measurement models represent the links amongst the
observed data and the latent variables. The structural model signifies the
connections amongst the latent variables (Hair et al., 2017; Hair Jr et al., 2016;
Joseph F. Hair et al., 2014). In the social science fields, PLS-SEM is becoming
more widely used and can provide much value in behavioural-related studies
(Hair Jr et al., 2016; Lowry P B & J, 2014). The present study used SMARTPLS
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version 3 software to execute the data analysis and SPSS version 28 for
descriptive statistics.

The analysis first performed the model measurement and then the structural
model. The normality of the latent variables, which is not a need to be met, is one
of the justifications for utilizing PLS-SEM. All constructs in this thesis are
modelled as reflective indicators. The analysis followed the following steps. First,
the variables and their relationships are defined in the structural model. In order
to demonstrate the links between the constructs, the measuring model of the
constructs is first evaluated to identify its reliability, validity, and discriminant
validity. The relevance of these interactions is investigated by looking at the
standardized pathways. The bootstrap method is used to calculate these pathways,
with 5000 iterations of resampling. Several measures, including R-square value,
average variance extracted (AVE), composite reliability (CR), and Cronbach's
alpha, can be used to assess the model's fit, reliability, and validity. The amount
of variance explained by each endogenous latent variable is expressed as an R-
square value for the dependent construct or constructs.

The criteria to use PLS-SEM can be used to assess the validity and reliability
of the measurement model. The AVEs of the constructs must be more than the
suggested value of 0.50 and should show that the constructs have a reasonable
level of reliability and convergent validity. The Cronbach's alpha coefficients
verify the internal consistency of the measurement items, which must be more
than the minimum of 0.70. The CR coefficients should be more than the cutoff
point of 0.60, demonstrating a robust variance sharing across the corresponding
items or indicators. If the conditions mentioned above are met, it can be
concluded that the model's convergent validity and reliability are appropriate,
allowing the researcher to move on to evaluating the structural model.
Convergent validity is used to assess the scales' validity. Factor loading can
guarantee convergent validity, and the criterion is that each scale should surpass
0.70 (Bagozzi & Yi, 1988; Hair, J. F., Hult, G. T. M., Ringle, C. M., & Sarstedt,
2014).

Measurement of Variables used in the study

There are nine constructs in the study. The measurement scale is adopted from
the articles indexed on the web of science and Scopus in the context of financial
capability and financial satisfaction. The measurement for this study is illustrated
as follows:
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Table 5 Variables Measurements

Variables Items References
Financial (OECD, 2011;
Attitude It is important to set goals for the future | Potrich et al., 2015)
| tend to live for today and let tomorrow | (Atkinson & Messy,
take care of itself 2012; OECD, 2011)
After making a decision about money, | | (Potrich et al., 2015)
tend to worry too much about my
decision
| find it more satisfying to spend money | (Atkinson & Messy,
than save it for the long term 2012; OECD, 2011)
(Atkinson & Messy,
Money is there to be spent 2012; OECD, 2011)
If I borrow money, | have a (OECD, 2011, 2018)
responsibility to pay it back
Financial An Investment with a high return is (Lusardi & Mitchell,
Knowledge | likely to be high risky 2007; NFCS, 2012;
High inflation means that the cost of OECD, 2011, Robb
living is increasing rapidly and money in | & Woodyard, 2011,
saving account losses value A. Woodyard &
| understand the cost of buying on credit | Robb, 2012)
Investing in different assets reduces risk
It is less likely that you will lose all of
your money if you save them in more
than one place
| am pretty good at math
Financial | follow a weekly or monthly plan for (Atkinson & Messy,
Behavior expenses. 2012; So-hyun Joo &
| set long term financial goals and strive | Grable, 2004; OECD,
to achieve them 2011; Potrich et al.,
Before | buy something, | carefully 2016)
consider whether | can afford it
| pay my bills on time
| keep a close personal watch on my
financial affairs.
| have plans to achieve my financial
goals
Financial | consider other opinions in financial (Calcagno &
Advice decision making (buying, investing, Monticone, 2015;

savings, borrowings, etc.)

Financial Conduct
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| would trust financial professionals and

Authority, 2017;

accept what they recommend NFCS, 2012)
Financial advice is only suitable for
people who have a large amount of
money to invest
| would pay for financial advice if the
costs were reasonable
| decide completely autonomously; the
bank just executes my decisions
| tell bank/advisor how I intend to invest
and ask for their opinion
Financial For me, banking services are far and not | (Fungacova & Weill,
Inclusion easily accessible 2014; The World
For me, banking services are still Bank, 2017; Zins &
expensive Weill, 2016)
Do you have enough documentation to
have a bank account
One bank account is enough in my
family
I don’t need financial services
Non-banking financial services are
easily accessible in my town/city (like
insurance, microfinance, etc.)
Do you trust formal banks and the
financial system
Financial | could arrange at least 20008 if an
Capability | unexpected need arose within the next

month

| have enough funds to survive for three
months without regular earnings

| often use electronic payment mode for
paying bills through (credit card, debit
card, online banking, mobile banking,
etc.)

| have more than one/ several sources of
income

| am good at dealing with day-to-day
financial matters, such as checking
accounts, credit and debit cards, and
tracking expenses

| plan for retirement or have a retirement
account

(FINRA, 2012; Finra
Investor Education
Foundation, 2018;
Robb & Woodyard,

2011)
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Have you ever calculated how much you
need at retirement

Do you have insurance (such as health,
life or accidental)

Financial
Satisfaction

| am satisfied with my current saved
money.

| am satisfied with my current
preparedness to meet emergencies?

| am satisfied with my current financial
situation?

| am satisfied with my financial
convenience and financial health?

| am satisfied with my current financial
management skills?

In the last months, | have been able to
save money as much as | have wished.

Overall, thinking of your assets, debts,
and savings, how satisfied are you with
your current personal financial condition

(Chuan et al., 2012;
Finra Investor
Education
Foundation, 2018;
Greenley et al., 1997;
So-hyun Joo &
Grable, 2004; Robb
& Woodyard, 2011)

Risk
Tolerance

In terms of investing, safety is more
Important than returns.

| am more comfortable putting my
money in a bank account than in any
risky option.

When I think of the word ‘risk’’, the

term ‘‘loss’’ comes to mind
immediately.

Making money in stocks and bonds is
based on luck.

| lack the knowledge to be a successful
investor.

Investing is too difficult to understand.

(So-hyun Joo &
Grable, 2004)

Economic
Hardship

| have enough income to meet my
expenses

| face trouble in paying rent/Mortgage,
bills like electricity, etc.

| have to frequently cutbacks my
personal expenditures

I have family and friends’ financial
supports

(Blom et al., 2019;
Finra Investor
Education
Foundation, 2018;
Ranta et al., 2019;
Williams et al., 2015)
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How much money do you have leftover
the day before your next paycheck or
other income payment

Have you been late with debt payment,
housing loan or any other

Do you have medical expenses bills
burden on you
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4. DATA ANALYSIS AND RESULTS

The analysis part consists of two parts Quantitative and Qualitative.

4.1. Quantitative Analysis

The section has three parts: the details about the measurement model, the
outcome of the structural model and third the results of the quantitative analysis.
The section covers the validity and reliability of the research instruments and the
descriptive statistics of the sample population utilized for the study. The
researcher performed all the required tests to ensure the quality of the items, data
and the final outcomes, also to determine the degree of suitability and
compatibility of the study constructs items used and presented, the data were
analyzed in three major steps recommended (Hair et al., 2017, 2019a; Joseph F.
Hair et al., 2014).

Reporting PLS-

SEM results
I
I | I
Measurement Model
Structural Model robustness
Model
check

Figure 3 Reporting PLS-SEM results (Sources; (Hair et al., 2017, 2019a; Joseph F.
Hair et al., 2014)

4.1.1. Part | Measurement Model

To analyze the proposed framework, the first step in PLS-SEM is to execute
and verify the threshold specified under the measurement model. The relationship
between indicators and latent variables is specified by the measurement model,
also known as the outer model (Henseler et al., 2009). Before moving on to the
structural model evaluation, the measurement model assessment was undertaken
to make sure the quality standards were met. Therefore, four things are checked
separately (see figure 4): Loading, Internal consistency, Convergent validity and
discriminant validity. First, Indicator loading were checked and compared with
the recommended threshold that the loadings should be above 0.70 (Hair et al.,
2019b). The first part, called the measurement model, checked four things to
ensure the quality, reliability, validity, discrimination between latent variables
and consistency.
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Indicators Loadings Loading above 0.708

Internal consistency Alpha, Rho between
reliability 0.70-0.90

Measurement

Model- Reflective
Composit reliability

Convergent Validity more than 0.7 and
AVE more than 0.5

HTMT -below .90

Discriminant Validity Fornel Larcker
above .50

Figure 4 Model Measurement (Sources: (Hair et al., 2017, 2019a; Joseph F. Hair et
al., 2014)

At the first step, the items' outer loading is checked. Those items with poor
loading and higher HTMT, which is less than 0.70 and above 0.90, have been
removed. Since the existing literature supports considering values above .60
which are close to 0.70, are acceptable and are used in many studies in a similar
field (Ali et al., 2015; Gentjan Cera, Khan, Mlouk, et al., 2020). In general,
loadings of the items which are less than 0.4 or 0.5 should be dropped (Hulland,
1999).

Based on this, the items whose value is very close to .70 have been taken
into consideration in the present study, the rest were dropped (Table 06). Also,
these very close to .7 do not significantly harm model fit or internal consistency.
Based on the poor loading, which is below. 60 are removed and are as follows:
Under financial attitude FA1, FA2 and FA5 are moved. Under Financial advice,
FAD1 and FAD3 have been removed. Similarly, under financial capability FC1,
FC3, FC5 and FC7. Under financial inclusion FI1, FI2, and FI4 and under
Financial knowledge FK1, FK3 and FK5. Under financial satisfaction FS1 and
FS6, and under Risk tolerance, RT1 has been removed. Under financial behaviour
FB1, FB3 and FB5, and under financial hardship FH1.
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Table 6 Factor loading and Variance inflation factor (VIF)

Code | Items Loadings | VIF
Financial FA2 | tend to live for today and let
Attitude tomorrow take care of itself 0.795 1.608
FA4 | find it more satisfying to
spend money than save it for | 0.878 1.987
the long term
FAG If 1 borrow money, I havea | g gy 1.467
responsibility to pay it back
Financial FAD2 | I would trust financial
Advice professionals and accept what | 0.839 1.924
they recommend
FAD4 | I would pay for financial
advice if the costs were 0.852 2.285
reasonable
FAD5 || decide completely
autonomously; the bank just 0.686 1.375
executes my decisions
FAD6 | I tell bank/advisor how I
intend to invest and ask for 0.839 2.047
their opinion
Flnanc_lal FB2 | set Io_ng term f|_nanC|aI goals 0.855 1796
Behaviour and strive to achieve them
FB4 | pay my bills on time 0.903 2.605
FB6 | have plans to achieve my
financial goals 0.877 2.309
Financial FC2 | have enough funds to survive
Capability for three months without 0.788 1.645
regular earnings
FC4 | have more than one/ several 0.828 5033
sources of income
FC6 I p!an for retirement or have a 0.843 2300
retirement account
FC8 Do you have insurance (such
as health, life or accidental) 0.819 1.975
Financial FH2 | face trouble in paying
Hardship rent/Mortgage, bills like 0.809 2.016
electricity, etc.
FH3 | have to frequently cutbacks 0.695 1601

my personal expenditures

51




FH4

I have family and friends’
financial supports

0.752

1.700

FH5

How much money do you
have leftover the day before
your next paycheck or other
income payment

0.710

1.607

FH6

Have you been late with debt
payment, housing loan or any
other

0.721

1.782

FH7

Do you have medical
expenses bills burden on you

0.690

1.533

Financial
Inclusion

FI3

Do you have enough
documentation to have a bank
account

0.785

1.736

FI5

I don’t need financial services

0.753

1.454

FI6

Non-banking financial
services are easily accessible
in my town/city (like
insurance, microfinance, etc.)

0.759

1.373

FI7

Do you trust formal banks and
the financial system

0.779

1.537

Financial
Knowledge

FK2

High inflation means that the
cost of living is increasing
rapidly and money in saving
account losses value

0.882

2.172

FK4

Investing in different assets
reduces risk

0.910

2.801

FK6

| am pretty good at math

0.884

2.262

Financial
Satisfaction

FS2

| am satisfied with my current
preparedness to meet
emergencies?

0.828

2.509

FS3

| am satisfied with my current
financial situation?

0.787

1.834

FS4

| am satisfied with my
financial convenience and
financial health?

0.841

2.7124

FSS

| am satisfied with my current
financial management skills?

0.786

2.042

FS7

Overall, thinking of your
assets, debts, and savings, how
satisfied are you with your

0.826

2.228
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current personal financial

condition
Risk RT2 | am more comfortable putting
Tolerance my money in a bank account | 0.858 2.215

than in any risky option.

RT3 When | think of the word
“‘risk”’, the term ‘‘loss”’ 0.693 1.812
comes to mind immediately.
RT4 Making money in stocks and

bonds is based on luck. 0.784 2.125
RT5 | lack the k_nowledge tobea 0.693 1917
successful investor.
RT6 Investing is too difficult to 0.818 1992
understand.

Source: own research

The internal consistency reliability of the reflective measurement model is
evaluated in the second stage (Table 07). In exploratory research, reliability levels
between 0.60 and 0.70 are acceptable; values between 0.70 and 0.90 imply
satisfactory to good. Even while high values are preferable, values above 0.95 are
regarded as troublesome since they indicate that the indicators are redundant,
which lowers construct validity (Hair et al., 2019). In the case of the PLS-SEM
approach in particular, composite reliability is thought to be more resilient than
the two statistics given (Cronbach's alpha and composite reliability) (Hair et al.,
2019). All the values were found within the permissible range. Cronbach’s Alpha
Is above 0.7 in all the variables, all are between 0.766 to 0.873 indicates
acceptable good level. Regarding rho a which vary from 0.774 to 0.874. The
scale's reliability falls between good and good according to the general guideline.
These results demonstrate that internal consistency reliability is not a problem for
the current study.

Table 7 Internal consistency reliability

Variables | Cronbach's Alpha |[rho A Composite Reliability
FA 0.766 0.768 0.865
FAD 0.819 0.829 0.881
FB 0.852 0.852 0.910
FC 0.837 0.837 0.891
FH 0.826 0.834 0.873
Fl 0.772 0.774 0.853
FK 0.872 0.872 0.921
FS 0.873 0.874 0.908
RT 0.831 0.850 0.880

Source: own research
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Furthermore, convergent validity is the degree to which a construct converges
to describe the variance of its constituent parts. The (AVE) average variance
extracted for all the indicators on a construct is the statistic used to assess it. The
AVE is calculated by squaring the loading of each indication on a construct and
summing the mean value. A value of 0.50 or above shows that the construct
clarifies at least 50% of the variation amongst its items (Hair et al., 2019). For
each set of constructions' components, the AVE metric is calculated, and the
results are displayed in Table 08. All AVE values are discovered to be higher than
50%, which means that all evaluated constructs account for more than half of the
variation in their indicators. The highest AVE value is 0.796, while the lowest
AVE value is 0.534.

Table 8 Convergent validity — AVE

Variables Average Variance Extracted (AVE)
FA 0.682
FAD 0.651
FB 0.772
FC 0.672
FH 0.534
Fl 0.592
FK 0.796
FS 0.663
RT 0.596

Source: own research

4.1.2. Discriminant validity and correlation between variables

The fourth step is to find the Discriminant validity in assessing a reflective
measurement model. A construct's discriminant validity measures how different
it is from other constructs in the structural model in terms of empirical diversity.
The standard metric was proposed by Fornell and Larcker (1981), who suggested
comparing the AVE of each construct to the squared inter-construct correlation
of that construct and any other constructs in the structural model that were
reflectively evaluated (as a measure of shared variance). All model constructs'
shared variances shouldn't exceed their AVEs. However, a new study advises that
this metric is not suitable for assessing discriminant validity. For instance,
Henseler et al. (2015) reveal that the Fornell- Larcker criterion does poorly,
particularly when the item loadings on a construct just slightly differ from each
other. That’s why the present study checks the values with both fornell larcker
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and HTMT as well. The current research ensures that the value is above and
within the threshold limits, which provides the model's discriminant validity.

Henseler et al. suggested the heterotrait-monotrait (HTMT) ratio of the
correlations as the most appropriate metric for this (2015). The definition of the
HTMT is " The (geometric) mean of the average correlations for the items
measuring the same construct as compared to the mean value of the item
correlations across constructs " (Hair et al., 2019, p. 9). When HTMT values are
high, the model experiences problems with discriminant validity. The threshold
value of 0.90 is advised. That’s why some of the items were removed with low
loading and higher htmt values.

Table 9 Fornell larcker criterion

FA FAD |[FB |FC |FH |FI FK |FS RT
FA 0.826
FAD 0.603 |0.807

FB 0.668 |0.694 |0.878

FC 0.582 |0.688 | 0.593 | 0.820

FH 0.584 |0.6850.589 | 0.675|0.731

Fl 0.614 |0.653|0.700 | 0.609 | 0.584 | 0.769

FK 0.713 ]0.657|0.704 | 0.643 | 0.584 | 0.662 | 0.892

FS 0.549 10.600|0.576 | 0.664 | 0.625 | 0.573 | 0.629 | 0.814

RT 0.686 |0.567|0.612 | 0.538 | 0.670|0.673 | 0.667 | 0.566 | 0.772
Source: own research

Table 10 HTMT
FA FAD | FB FC FH Fi FK | FS RT

FA
FAD |0.761
FB 0.822 |0.836
FC 0.722 |0.827 | 0.698
FH 0.734 |0.819 | 0.696 | 0.791
FI 0.791 |0.821 |0.862 | 0.740 |0.710
FK 0.869 |0.777|0.815|0.749 |0.678 |0.801
FS 0.668 |0.712 10.668 | 0.774 |0.719 |0.691 0.718
RT 0.849 |0.672|0.724 | 0.616 |0.796 |0.853 |0.782|0.650

Source: own research

4.1.3. Results- Structural Model

This section deals with the results found under structural model assessment.
To ensure that collinearity is not skewing the regression results, it must be

55



investigated before evaluating the structural correlations. The VIF values should
ideally be below or near to 3. Collinearity issues can occasionally also manifest
at lower VIF levels of 3-5.

Collinearity R ——— VIF less than 3

Path Coefficient e P value below 0.05

Rsquare upto 0.25
weak, Rsquare upto 0.5
R square value moderate and R square
upto 0.75 High

Structural Model

value below 0.10 or

SRMR- Model Fit 0.08

Effect size is measured
by F-square (less than
0.02; medium: 0.15;
large: 0.35)

F-Square

A Q?value greater than
0 is symbolic of a strong
predictive relevance of
the dependent variable

Q square value

Figure 5 Structural Model (Sources: (Hair et al., 2017, 2019a; Joseph F. Hair et al.,
2014)

In the present study all the values are below 3.

Table 11 Full collinearity test Inner VIF Values

FC FS
FA 2.427
FAD 2.698
FB 2.859 1.931
FC 2.063
FH 2.129 2471
Fl 2.414
FK 2.778
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FS
RT 2.092

Source: own research
4.1.4. Hypotheses testing

As stated in section 4, Data analysis, SmartPLS 3.0 uses the PLS-SEM
technique to evaluate hypotheses. The results of framed hypotheses can be seen
in Table 13. The concluding remarks are added on whether the framed hypotheses
are supported or not by the data analysis. The bootstrap procedure is used to
calculate these pathways, with 5000 iterations of resampling.

Table 12 reveals the results of PLS-sem. Total ten hypotheses were tested with
investigated the direct effect on the dependent variables. The outcome of the
analysis reveals that eight framed hypotheses are statistically significant, and two
were found insignificant. Regarding the factors determining financial capability,
out of total six direct relationship, two found i.e financial attitude (B = 0.057, t =
0.905, p < 0.05) and Financial behaviour (p = -0.063, t = 0.220, p < 0.05) both
rejected the framed hypotheses, thus show insignificant positive impact on
financial capability. On the other side, four relationship i.e Financial advice (=
-0.063,t=4.176, p > 0.05), Financial Inclusion (p =-0.055, t =2.111, p > 0.05),
Financial knowledge (p =-0.060, t = 3.287, p > 0.05) and Economic hardship (
= -0.055, t = 5.269, p > 0.05) were found significant and support the framed
hypotheses.

Second, all four framed hypotheses were found statistically significant
regarding the determinants of financial satisfaction. Financial behaviour (f =
0.048, t = 3.353, p > 0.05) financial capability (f = 0.055, t = 6.558, p > 0.05)
economic hardship (B = 0.064, t = 2.903, p > 0.05) and Risk Tolerance (f = -
0.058, t = 2.515, p > 0.05) were significant and all the proposed hypotheses are
found supported. Hence the data analysis supports the following hypotheses, H1a,
H1b, H1d, H1f and H2a, H2b, H2c, and H2d, except for H1c and Hle.

Table 12 Path Coefficient

Original | Sample Standard | T Statistics | P Values

Sample | Mean (M) Deviation | (|O/STDEV|)

(O) (STDEV)
FA ->FC 0.052 0.050 0.057 0.905 0.366
FAD -> FC 0.263 0.263 0.063 4.176 0.000
FB ->FC -0.014 | -0.015 0.063 0.220 0.825
FB ->FS 0.161 0.161 0.048 3.353 0.001
FC ->FS 0.363 0.362 0.055 6.558 0.000
FH->FC 0.290 0.292 0.055 5.269 0.000
FH ->FS 0.187 0.187 0.064 2.903 0.004
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FI ->FC 0.116 0.117 0.055 2.111 0.035
FK->FC 0.196 0.197 0.060 3.287 0.001
RT ->FS 0.147 0.150 0.058 2.515 0.012

Source: own research

Table 13 Hypotheses testing — conclusion

Hypothesis Conclusion

H1a.|Financial inclusion has a positive effect on financial Supported
capability

H1b.|Financial advice and counselling have a positive influence on [Supported
financial capability

Hlc.|Financial attitude has a positive effect on financial capability |Rejected

H1d.|Financial knowledge has a positive effect on financial Supported
capability

H1e.|Financial Behaviour has a positive effect on financial Rejected
capability

H1f. |[Economic hardship has a negative effect on Financial Supported
capability

H2a.|Financial behaviour has a positive effect on financial Supported
satisfaction

H2b.|Financial capability has a positive effect on financial Supported
satisfaction

H2c.|Economic hardship has a negative effect on financial Supported
satisfaction

H2d.|Risk tolerance has a negative effect on financial satisfaction |Supported

Source: own research

R Square Value

Next in line is the assessment of the model’s in-sample predictive power. The
R? values reported by the model in the case of financial capability 59%, and in
financial satisfaction, 52% of the variation in the dependent variable, which as
per the threshold given by the researchers, falls in the above moderate (Hair et
al., 2019a).

Based on these criteria, R-square up to 0.25 is weak, the R-square up to 0.5
moderate and the R-square up to 0.75 is High. Hence the present analysis results
fall in the category of high R-square.
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Table 14 R-Square

R Square R Square Adjusted
FC 0.596 0.590
FS 0.533 0.529

Source: own research
Model Fit

The model's variance between the observed correlation and the matrix of
implied correlations is known as the SRMR. As a result, it allows assessment
based on the criterion of model fit using the average extent of the differences
between observed and expected correlations. A value below 0.10 or 0.08 (in a
more conservative version; see Hu and Bentler, 1999) is believed to be a decent
fit. Henseler et al. (2014) To prevent model misspecification, introduce the
SRMR as a goodness of fit metric for PLS-SEM.

Table 15 Model Fit

Saturated Model Estimated Model
SRMR 0.071 0.072
d ULS 3.557 3.647
dG 1.342 1.350
Chi-Square 3016.825 3033.928
NFI 0.712 0.710

Source: own research
F square

When an exogenous variable is taken out of the model, the R-Square changes,
which is known as the F-Square. Effect size is measured by F-square (less than
0.02; medium: 0.15; large: 0.35) (Cohen, 1988).

Table 16 F-Square

FC FS

FA 0.003

FAD 0.064 (Small)

FB 0.000 0.029 (Small)
FC 0.137 (Small)
FH 0.098 (Small) 0.030 (Small)
FI 0.014

FK 0.034 (Small)

RT 0.022 (Small)

Source: own research
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PLS-Predict- Q square value

Q-square is a metric of predictive relevance that determines whether or not a
model is predictively relevant. When the Q-square is greater than zero, the model
Is predictively relevant, and your values have been accurately recreated.

The examination also derived the Q? values using the blindfold technique
utilizing SmartPLS3 (Hair et al., 2017). A Q?value greater than 0 is symbolic of
a strong predictive relevance of the dependent variable (Fornell & Cha, 1994)
(refer to Table-17). Q? values in both cases, financial capability and financial
satisfaction, is above zero, which means that the model has predictive relevance.

Table 17 Q- square PLS Predict

Q2 predict
FC 0.398
FS 0.344

Source: own research

4.2. Qualitative Analysis

Textual information is used to obtain qualitative data. As a result, the study
used a word cloud for its text. A visual depiction of words is a word cloud, often
called a tag cloud. Based on frequency and relevance, cloud designers are
accustomed to emphasizing well-known words and phrases. They give you rapid,
clear visual insights that can help to conduct a more thorough analysis.

A Word Cloud can instantly analyze any text and present important
information. A word cloud could serve as a starting point for focusing on the key
ideas. The researcher would already be aware of which terms or ideas are most
prevalent and consequently call for further examination, which might save a lot
of time when coding qualitative data. The word cloud serves as a road map for
additional investigation in this way. This method would also be useful when
examining text data from open-ended survey questions, exit interviews,
supervisor assessments of student teaching or internships, or any other qualitative
research or assessment data (Atenstaedt, 2012; Bletzer, 2015; DePaolo &
Wilkinson, 2014; Verdugo-Castro et al., 2019). The analysis used word cloud to
identify the keywords based on the frequency and relevance in the text.

Financial capability

e To Explore and understand how low-income individuals' financial
capability can be improved and built. Highlight the factors and explain
what contributes to or needs to be the focus and how to improve and
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develop the financial capability of low-income individuals. (No words
limit).

digital paument methods financial manogement lies

wealthhousehold — congistent money management
parents involvement early stage

nformed financial decision

savings account digital skillg mcmsee:

rights financial advice

SOCioeconomiC ChG mCteriSﬂCS sociol group influence

stoge of intervention

= financial knowledge
o financial future orientation

type of bank

== ™ financial capabilities

contextofindia  indvidual digital skills

strong money m;nuqer fl no nCIG | p rO Ct | Ce Trecuer Guger cord

brooder support journey

copabilities support services

essential skills provisions )
Incentivized savings program  people of color

financiol capabilities bulding  posiive cashflow  paint of erisis much financial knowledge

Figure 6 Word Cloud-Financial Capability  Source: own research

Table 18 Theme categorization- Financial Capability

Word Frequency Relevance  Theme Categorization
financial knowledge 11 0.664 Financial Knowledge
financial future orientation 5 0.498 Financial Advice
financial practice 7 0.465 Financial Behaviour
consistent money Financial Behaviour
management 4 0.399
savings account 6 0.399 Financial Inclusion

Financial
parents involvement 5 0.332 Socialization
financial inclusion 5 0.332 Financial inclusion
digital skills 6 0.266  Financial knowledge
money management 9 0.266 Financial Behaviour
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socioeconomic Demographic factors
characteristics 0.199

early stage 0.199 Financial Planning

income family 0.133  Demographic factors

wealth household 0.133 Financial resources

NININWW

personal resources 0.133 Financial resources
Source: own research

Financial satisfaction

e To Explore and understand how low-income individuals' financial
satisfaction can be enhanced and improved. Highlight the factors and
explain what contributes to or needs to be the focus and how to improve
and increase the financial satisfaction of low-income individuals. (No
words limit)

francalpratien~ SeNSe of control financial situation

finandial future

y Vital fa ctors concrete positive behaviour
family background

iancil confidence financial satisfaction
individual == "™ fnancl advice

financial shack CI ient

plan fiance |Uﬂg U pra ctiti On ers key point
knowledgeable individual important facturs ﬁnancial kn0w|Edge
finandial influence factors be haVi 0 u ra | CO nt r0| famiyedceton

. ; fivancia decisionprocess good inancaladvice  trackoffinance  betterfuture  financil matter
ﬂnanﬂal SECUI’lty finandial satisfaction enhancement

Figure 7 Word Cloud-Financial Satisfaction Source: own research
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Table 19 Theme Categorization- Financial Satisfaction

Word Frequency  Relevance Theme categorization
financial Financial Behaviour
confidence 5 0.161
behavioural control 4 0.129 Financial Behaviour
financial situation 4 0.129 Demographic factors
financial behaviour 4 0.129 Financial Behaviour
future orientation 4 0.129 Financial Advice
sense of control 2 0.097 Financial attitude
attitude 11 0.075 Financial attitude
long run 2 0.064 Financial Advice
positive behaviour 3 0.064 Financial behaviour
family background 2 0.064 Demographic factors
financial advice 3 0.064 Financial advice
financial security 2 0.064 Financial capability
family wealth 2 0.064 Financial resources
financial Financial knowledge
knowledge 3 0.064
client 7 0.061 Financial advice
practitioners 5 0.051 Financial advice

Source: own research
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5. DISCUSSION

Since the present study intends to examine the factors influencing financial
capability and satisfaction, the results are emphasized and explored concerning
the subsequent research problems and questions.

RQ1l. How does financial inclusion, financial advice and counselling,
financial attitude, financial knowledge, financial behaviour, and economic
hardship affect the financial capability of low-income individuals in India?

RQ2. How does financial behaviour, financial capability, economic
hardship, and risk tolerance affect the financial satisfaction of low-income
individuals in India?

Factors affecting Financial Capability

Regarding the first question mentioned above, except for financial attitude and
financial behaviour, the rest confirms their positive impact on financial capability
among low-income individuals in the context of the developing country.
Comparing the results of the present study finding with the existing studies reflect
quite a lot of matching between them. The first hypothesis, which examined
whether financial inclusion has a positive effect on financial capability, was
found significant, and it found similarities with the existing studies (Gentjan Cera,
Khan, Mlouk, et al., 2020; Potocki & Cierpiat-Wolan, 2019).

The current study is consistent with earlier studies since it demonstrates a
favorable effect of financial inclusion on financial capability. In the context of an
external opportunity for financial competence building, it highlights the
importance of financial inclusion as a key component ((Huang et al., 2013;
Mundy, 2011; Sherraden et al., 2015b; Sun et al., 2022). Financial advice and
counselling are other factors that positively affect financial capability, and this
finding is consistent with several existing studies (Georgarakos & Inderst, 2011;
Johnson & Sherraden, 2007). Previous studies revealed that financial attitude is
an effective aspect that contributes to financial capability building. However, the
present study's finding competes against the earlier studies (Sherraden & Ansong,
2016), but it matches with other studies that it does not have a significant positive
effect on financial capability (Khan et al., 2022; Von Stumm et al., 2013).
Furthermore, the analysis found a positive impact of Financial knowledge on
financial capability and this support the importance of financial knowledge for
building financial capability like many prior studies (G Cera et al., 2019; Potocki
& Cierpial-Wolan, 2019; Serido et al., 2013; Vlaev & Elliott, 2017b; Xiao et al.,
2014).
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The present study does not support that financial behaviour positively affects
financial capability. That’s a quite interesting finding and goes against the
existing (Gentjan Cera, Khan, Mlouk, et al., 2020; Potocki & Cierpiat-Wolan,
2019; Serido et al., 2013; Vlaev & Elliott, 2017b). The present study's definition
and measurement of financial behaviour and capability need additional effort to
distinguish and justify this. One could argue that a better scale would enable
financial behaviour to be assessed more effectively. It adds another advantageous
element to the literature that already exists.

Another hypothesis which tested economic hardship has a negative effect on
financial capability is supported by the present study. And found that it has a
negative impact on financial capability. Low financial capability individuals
might have a higher chance of financial difficulties, which explains a negative
association between economic hardship and financial capability, suggesting that
high financial capability reduces one’s risk of experiencing economic hardship
(Huang et al., 2015), and economic hardship is associated with low financial
capability (Ranta et al., 2019; Sun et al., 2022). Not only do economic hardships
directly affect well-being, but they also have detrimental consequences on other
areas of life. Research using the Family Economic Stress Model has demonstrated
the detrimental effects of family financial stress brought on by a recession or
unstable employment (Conger, Rand D.; Elder, Glen H., 1994).

Factors affecting financial satisfaction

Financial behaviour has a positive effect on financial satisfaction, which is
supported by the present study and shares similarities with other studies (Arifin,
2018; Hasibuan et al., 2018; Xiao & O’Neill, 2018; Xiao & Porto, 2017; Zainul,
2018).

Financial capability has a positive effect on financial satisfaction, is also
supported by the present study and put forward an argument that financial
capability has a vital role in explaining an individual’s financial satisfaction. This
finding is consistent with prior studies (Gentjan Cera, Khan, Belas, et al., 2020),
which show a positive association between financial capability and financial
satisfaction (Khan et al., 2022; Xiao et al., 2014). Hence it can be claimed in the
light of the present study results and other existing studies that financial capability
positively influences financial satisfaction and could be complementary to each
other.

The analysis reveals that economic hardship has a negative effect on financial
satisfaction, and in the light of the previous studies, the finding is consistent (Lee
& Dustin, 2021) and reduces satisfaction in the general stream of life as well
(Blometal., 2019; J. Shim et al., 2017). Hence the present study aligns its finding
with the existing studies that there is a negative association between economic
hardship and financial satisfaction. Finally, the results also support the last
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hypothesis that risk tolerance has a negative effect on financial satisfaction. The
previous studies support that risk tolerance has a positive association with
financial satisfaction (Aboagye & Jung, 2018; Jeong & Hanna, 2004), which is
against the present study result. Before this study finding, to the extent of the
researcher's knowledge, only (S Joo & Grable, 2004) found a negative connection
between risk tolerance and financial satisfaction. Hence, these findings add that
this phenomenon can reverse from the concept that higher risk leads to higher
financial satisfaction, especially in the low-income segment.
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6. BENEFITS OF THE STUDY

Driven by the capability theory (Sen, 1993a) and further extended concept of
financial capability (Johnson & Sherraden, 2007), advocated that both ability and
opportunity are important for financial capability building. Based on this, the
present thesis provides an original and enhanced conceptual framework to find
both how ability in the form of (financial behaviour, financial knowledge and
financial attitude) and opportunity in the form of (financial advice and
counselling and financial inclusion ) along with factors such as (risk tolerance
and economic hardship ) influence financial capability and financial satisfaction
among low-income individuals in the context of the emerging economy. Below
are the expanded theoretical and practical benefits of the present thesis results.

Theoretical Contribution

This section describes the study's outcome's theoretical contribution, and
practical implications.

Contributions to Theory

This research has augmented the existing literature related to the individual’s
financial capability and financial satisfaction focused on the capability approach
by Nobel laureate Amartya Sen and the concept extended by Margaret Sherraden
and co-authors.

This dissertation developed and verified an extended framework to determine
an individual’s financial capability and financial satisfaction with a specific focus
on low-income individuals. Accordingly, the key factors determining the
financial capability and financial satisfaction are determined. The current
research contributes to the financial capability literature by combining different
perspectives of capability theory in an improved and unique research model. It
can be inferred from the discussion in the literature review section as well as the
justification and arguments offered by this study, that capability theory, which
only illuminates from a capability theory perspective, does not provide a
comprehensive picture of the factors that determine financial capability. The
present study also severed those factors which can reduce financial capability and
satisfaction.

Similarly, in the light of capability theory, capability comes when both ability
and opportunity are present. In addition, Economic hardship and risk tolerance
add an extension to the theory, which can play a role as the negative factors that
need to be controlled or managed properly in building individuals' financial
capability and satisfaction. However, jointly, the three viewpoints can provide a
improved picture of the determinants of financial capability and financial
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satisfaction. This integration offers a far better explanation on what affects the
financial capability and financial satisfaction of low-income individuals in an
emerging economy.

In Short, the contribution to the literature is as follows

e The tested conceptual framework linked how individuals’ abilities and
external opportunities affect financial Capability and satisfaction among low-
income individuals.

e Anintegrated framework identified the determinants of financial capability
and financial satisfaction in the context of low-income individuals in an emerging
economy.

o Explored the role of financial advice (which is not yet included in any
study), financial inclusion, financial literacy components on financial capability,
and how economic hardship and risk tolerance negatively influences financial
satisfaction.

e Mix-method approach in the context of the current topic and in the chosen
location of study.

e Add to the context of financial capability literature in developing countries,
which is not much studied yet to the extent of the author's knowledge.

Practical Implications

The outcomes of the study can help concern policymakers and social
practitioners in their practices

e The outcomes are informative for individuals, policymakers, financial
planners, and educators to develop adequate financial capability building and
inclusion programs to improve individuals' financial capability and satisfaction.

e The results contribute toward Educational curriculum design for financial
capability improvement, specifically in the weaker section of the society and at
the early stage of education.

¢ Findings might be useful in policymaking at local, state, and central levels
of government and non-government organizations.

e The outcomes provide new insight, especially for the financial planners and
financial advisors to understand the factors which are key in financial capability
building and achieving a state of financial satisfaction.

e It will help channel and mobilize their hard-earned money in-country
financial markets, which is also good for the economy.

Specific Recommendation

¢ Financial institutions must give a short demo or lesson when opening a bank
account (especially first-time bank account openers). In this way, individuals can
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gain the right approach, knowledge, and behaviour to use it optimally for their
financial capability building. Many times, especially in India, free saving
accounts are opened, but the users don’t know how much interest or charges they
pay for the services. Therefore, the present study recommends that the banks
provide short training when opening an account specifically for the low-income
segment.

e Children learn from their parents. Therefore, the role of parents, family
socialization and digital skills are also key aspects of financial capability and
financial satisfaction improvement. Therefore, school colleges or non-profit
social organisations can run periodical sessions for parents, especially those from
poor educational or low-income backgrounds. Universities and schools can do
this through the university of the third age or from their CSR activities. Give short
training or session periodically to parents and community members. Giving
financial education to parents is giving financial education to kids indirectly.

o Like doctors, just like everyone must have their general practitioners, why
not a financial advisor? After all, health and wealth are the two most precious
things for any individual. This needs active regulation from the government and
Institutions.
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/. CONCLUSION

However, the association between financial capability and financial
satisfaction has not been extensively researched and addressed from various
theoretical angles. That’s what the present study intended to do. In an integrated
framework, no prior research covered the three stances, ability, opportunity, and
the factors that reduce them. By joining the three viewpoints together, this effort
intends to address such research gaps by investigating an augmented theoretical
framework focused on the direct effects of financial inclusion, financial advice
and counselling, financial knowledge, financial attitude, financial behaviour and
economic hardship on financial capability. Also, the factors affecting financial
satisfaction such as financial behaviour, financial capability, economic hardship
and risk tolerance. This need is more for emerging economies coping with severe
financial challenges.

This study adds to the existing literature by responding to the below-listed
research questions:

e To what extent do financial inclusion and financial advice and counselling
as an opportunity affect financial capability?

e To what extent do financial knowledge, financial attitude, and financial and
financial behaviour as an ability affect financial capability?

e How do financial capability, behaviour, economic hardship and risk
tolerance affect financial satisfaction?

e Also, it provides direction for further exploration of risk tolerance,
specifically in the low-income segment, since this study suggests that risk
tolerance negatively affects financial satisfaction.

In summary, this study did an extensive literature review. A conceptual
framework was developed in light of the main theory used to explain financial
capability and financial satisfaction. Hypotheses are designed to test the direct
influences of financial advice, financial inclusion, financial behaviour, financial
knowledge, and financial attitude on financial capability. Additional hypotheses
are formulated to explore the effect of financial behaviour, financial capability,
economic hardship and risk tolerance on financial satisfaction

The research design for this study is a survey strategy since it allows for the
testing of the proposed hypotheses. After refining the variable measurement, a
questionnaire based on the literature review was created and completed by low-
income people in the Indian state of Uttar Pradesh. Overall, 510 questionnaires
were gathered, however only 407 were used in the study after the data were
cleaned.

The developed hypotheses were put to the test using the PLS-SEM method. In
order to make sure that the analysis can produce reliable results, a number of
assumption checks were done before to looking at them. Item, scale, and
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convergent reliability tests were therefore conducted. Prior to evaluating the
hypotheses, discriminant validity is also performed, along with a correlation
analysis of the latent variables. This problem is not present in this thesis,
according to the comprehensive collinearity test. More so, a supportive
qualitative analysis was also conducted, subjective answers were taken from the
industry experts, and text analysis was done to draw a meaningful answer, which
helped give the concluding remarks and a holistic view of the study findings.

The results of the work show the same as what was expected except for the two
hypotheses, Financial attitude does not have a significant positive effect on
financial capability. Also, financial behaviour does not positively impact
individuals' financial capability among low-income segments. Implementing this
improved conceptual framework revealed that the integration of ability and
opportunity reasonably explains how individuals can improve or build their
financial capability and enhance their financial satisfaction.

7.1. Limitations and Future research agenda

Though the current study achieved its set objectives, there are limitations in the
research. Firstly, our findings are limited to only one region of India, and there is
no comparison with other countries. To get more clarity and will be even better
to compare with those countries which might share the same conditions in terms
of regional, economic, institutional and political environments. Therefore, our
findings can be generalized only to developing and transition countries, more
specifically to the location the study covered. Secondly, it is questionable to
assume that the identified relationships could continue for an infinite time and
affect financial capability and satisfaction, as explained in this thesis. Thirdly,
from a methodological procedure perspective, the self-reporting approach
measures individuals’ perceptions about the factors affecting financial capability
and financial satisfaction, which may lead to potential bias. Also

Future research may examine how the COVID-19 pandemic affects people's
capacity to manage their finances and their level of financial pleasure by applying
the capability theory and other pertinent theories. These theories can serve as the
foundation for a more sophisticated conceptual framework that models a person's
capacity to respond to external influences and changes, such as the pandemic.
Such an effort would improve the research community's understanding.
Therefore, it is advised that academics incorporate these viewpoints into their
study models going forward. By doing this, the effects of the COVID-19
pandemic on people's financial capability and financial contentment can be better
understood while researching financial capability under pressure from the outside
world.

Also, the tested model can be further extended in the context of different
economics at different income levels or segments of society. The present
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frameworks give several other ways the researcher can understand in future.
Researchers can also test or integrate other theories to develop a comprehensive
framework.
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ANNEXURE

Questionnaire

Section Code Question Options
Personal P1 Please choose your [1] female
Profile gender. [2] male
P2 Please choose your [1] Agriculture Labour
occupation area. [2] Non-agriculture Labour

[3] Self-employed in Agriculture
[4[ Self-employed in non-
Agriculture

[5] Street Vendors/Hawkers

[6] Salaried in private/govt

[7] Professionals

[8] Unemployed

[9] Any other

P3 Please choose your [1] Under 1000
monthly income [2] 1000 — 3000
[3] 3000 — 5000
[4] 5000 —7000
[5] 7000 —9000
[6] 9000- 11000

P4 Please mention your | [1] 18-28
age? [2] 28-38
[3] 38-48
[4] 48-58
[5] 58-68
P5 State your education | [1] No education
level? [2] Primary

[3] Secondary school
[4] Bachelor

[5] Master
[6] PhD
P6 What is your field of | [1] Science
study? [2] Business

[3] Social Science
[4] Humanities
[5] Any other

P7 What is your marital | [1] Single
status? [2] Married
[3] Divorced
[4] Other
P8 Please state where [1] Urban
do you live? [2] Rural
P9 Do you have any [1] Yes
medical expense [2] No

burden on you?
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P11 How many no. of [1] None
dependents you [2] One
have? (financially [3] Two
dependents only) [4] Three
[5] Four
[6] Above four
To what extent do you agree or disagree with the
following statements?
Financial FA1 It is important to set goals for the future [1] Strongly
Attitude FA2 | tend to live for today and let tomorrow take care of disagree TO
itself [5] Strongly
FA3 After making a decision about money, | tend to worry agree
too much about my decision
FA4 | find it more satisfying to spend money than save it for
the long term
FA5 Money is there to be spent
FA6 If I borrow money, | have a responsibility to pay it back
Financial FK1 An Investment with a high return is likely to be high [1] Strongly
risky disagree TO
Knowledge | FK2 High inflation means that the cost of living is increasing | [5] Strongly
rapidly and money in saving account losses value agree
FK3 | understand the cost of buying on credit
FKa Investing in different assets reduces risk
FK5 It is less likely that you will lose all of your money if you
save them in more than one place
FK6 | am pretty good at math
Financial FB1 | follow a weekly or monthly plan for expenses. [1] Strongly
Behavior FB2 | set long term financial goals and strive to achieve disagree TO
them [5] Strongly
FB3 Before | buy something, | carefully consider whether | agree
can afford it
FB4 | pay my bills on time
FB5 | keep a close personal watch on my financial affairs.
FB6 | have plans to achieve my financial goals
Financial FAD1 | consider other opinions in financial decision making [1] Strongly
(buying, investing, savings, borrowings, etc.) disagree TO
Advice FAD2 I would trust financial professionals and accept what [5] Strongly
they recommend agree
FAD3 Financial advice is only suitable for people who have a
large amount of money to invest
FAD4 | would pay for financial advice if the costs were
reasonable
FAD5 | decide completely autonomously; the bank just
executes my decisions
FADG6 | tell bank/advisor how I intend to invest and ask for
their opinion
Financial Fl1 For me, banking services are far and not easily [1] Strongly
Inclusion accessible disagree TO
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FI2 For me, banking services are still expensive [5] Strongly
FI3 Do you have enough documentation to have a bank agree
account
Fl4 One bank account is enough in my family
FI5 | don’t need financial services
Fl6 Non-banking financial services are easily accessible in
my town/city (like insurance, microfinance, etc.)
FI7 Do you trust formal banks and the financial system
Financial FC1 | could arrange at least 2000S if an unexpected need [1] Strongly
Capability arose within the next month disagree TO
FC2 I have enough funds to survive for three months [5] Strongly
without regular earnings agree
FC3 | often use electronic payment mode for paying bills
through (credit card, debit card, online banking, mobile
banking, etc.)
FC4 | have more than one/ several sources of income
FC5 | am good at dealing with day-to-day financial matters,
such as checking accounts, credit and debit cards, and
tracking expenses
FC5 | plan for retirement or have a retirement account
FC7 Have you ever calculated how much you need at
retirement
FC8 Do you have insurance (such as health, life or
accidental)
To what extent do you satisfied or dissatisfied with....
Financial FS1 | am satisfied with my current saved money. [1] Strongly
Satisfactio | FS2 | am satisfied with my current preparedness to meet dissatisfied
n emergencies? TO
FS3 | am satisfied with my current financial situation? [5] Strongly
FS4 | am satisfied with my financial convenience and satisfied
financial health?
FS5 | am satisfied with my current financial management
skills?
FS6 In the last months, | have been able to save money as
much as | have wished.
FS7 Overall, thinking of your assets, debts, and savings, how
satisfied are you with your current personal financial
condition
Risk In terms of investing, safety is more important than [1] Strongly
Tolerance FRT1 returns. disagree TO
| am more comfortable putting my money in a bank [5] Strongly
FRT2 account than in any risky option. agree
When | think of the word “risk’”’, the term “loss’”’ comes
FRT3 to mind immediately.
FRT4 Making money in stocks and bonds is based on luck.
FRT5 I lack the knowledge to be a successful investor.
FRT6 Investing is too difficult to understand.
EH1 | have enough income to meet my expenses
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Economic
Hardship

| face trouble in paying rent/Mortgage, bills like

EH2 electricity, etc.
EH3 | have to frequently cutbacks my personal expenditures
EH4 | have family and friends’ financial supports

How much money do you have leftover the day before
EH5 your next paycheck or other income payment

Have you been late with debt payment, housing loan or
EH6 any other
EH7 Do you have medical expenses bills burden on you
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Qualitative Interview Guide
Interview disclosure and details

Thank you for speaking with me today about financial capability and financial
satisfaction among low-income individuals. The interview will take about 45-60
minutes or even more

Please remember that everything you share with me will be kept strictly
confidential and only for academic purposes. NO personal information will be
disclosed or shared with others. None of your information or information about
the topic of discussion will be shared with anyone outside this study. Please know
that there are no right or wrong answers to these questions, | am only interested
In your opinions, information, knowledge and your own views and opinion. If
you find any of these topics difficult please let me know. If you wish to decline
to answer, you may do so, and you do not have to explain this. Please let me know
If you need to take a break at any time. If you have any questions, please let me
know. If you have questions regarding financial capability and satisfaction, | will
try and answer these at the end of the interview. Before | begin, do | have your
permission to audio-record our conversation? Do you have any questions before
we begin the interview? Audio-Video test- (START AUDIO RECORDER)

All set. Let's the interview begins.

This interview is on 15" January 2022, on the following topic "Determinants of
financial capability and financial satisfaction™ and interviewers and interviews
both understands that this is interview is being recorded. Is this correct?

Research Questions

e To Explore and understand how low-income individuals' financial
capability can be improved and built. Highlight the factors and explain
what contributes to or needs to be the focus and how to improve and
develop the financial capability of low-income individuals. (No words
limit)

e To Explore and understand how low-income individuals' financial
satisfaction can be enhanced and improved. Highlight the factors and
explain what contributes to or needs to be the focus and how to improve
and increase the financial satisfaction of low-income individuals. (No
words limit)

98



Table 20 PLS Calculation-SMARTPLS 3

FA2
29736
A4 463009
i 32528
FAG
s 28,104
29692 FA - |
e 3170
31.464
i FH2
FI7 Fl
a2800| FH3
F2 238 [
78708 5269 33.381
KA 496286 2;;{;‘;, s
69,629 795
Fie FH BM| e
FK
FH7
0220 6558 I
44970
FAD2
I et
FB2

caDa 5880

22414 :
v FB4 71764
o o |

F§3

1y

FS5
FB

FS
FS7 RT6

Source: own research

99



Khurram Ajaz Khan

Determinants of financial capability and financial
satisfaction among low income individuals: A case study of
India

Determinanty finan¢ni zpiisobilosti a finan¢ni spokojenosti jedincll s nizkymi
ptijmy: Ptipadova studie Indie

Edition: 5pcs
Typesetting by: Khurram Ajaz Khan
This publication has not undergone any proofreading or editorial review

Publication year: 2022

100



	DEDICATION
	ACKNOWLEDGEMENT
	LIST OF TABLES
	LIST OF FIGURES
	LIST OF ABBREVIATIONS
	1. INTRODUCTION
	1.1 Research Background
	1.2. Research problem and gap
	1.2.1. Knowledge Gap
	1.2.2. Geographical Gap ‘India’

	1.3. Research Questions
	1.4. Research objective
	1.5. Thesis structure

	2. LITERATURE REVIEW
	2.1. Financial inclusion and Financial capability
	2.2. Financial advice and counselling and Financial capability
	2.3. Financial attitude and Financial capability
	2.4. Financial knowledge and Financial capability
	2.5. Financial behaviour and Financial capability
	2.6. Economic hardship and Financial capability
	2.7. Financial behaviour and Financial satisfaction
	2.8. Financial capability and Financial satisfaction
	2.9. Economic hardship and Financial satisfaction
	2.10. Risk tolerance and Financial satisfaction
	2.11. Scope of the study
	2.12. Theoretical lenses of the research
	2.13. Definitions of Variables
	2.14. Proposed conceptual framework
	2.15. Research hypotheses

	3. RESEARCH DESIGN
	3.1. Research Design and Methodology
	3.2. Quantitative approach
	3.3. Qualitative Approach
	3.4. Population, Unit of analysis and self-reporting
	3.5. Questionnaire
	3.6. Sampling technique
	3.7. Sample Size determination
	3.8. Data Analysis tools and software

	4. DATA ANALYSIS AND RESULTS
	4.1. Quantitative Analysis
	4.1.1. Part I Measurement Model
	4.1.2. Discriminant validity and correlation between variables
	4.1.3. Results- Structural Model
	4.1.4. Hypotheses testing

	4.2. Qualitative Analysis

	5. DISCUSSION
	6. BENEFITS OF THE STUDY
	7. CONCLUSION
	7.1. Limitations and Future research agenda

	REFERENCES
	LIST OF PUBLICATIONS BY THE AUTHOR
	Journal publications:
	Papers published in Conference Proceedings
	Research projects
	Articles accepted and under production
	Papers Under review

	CURRICULUM VITAE
	ANNEXURE


