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Abstract 

Today, financial literacy (FL), considered a life skill, has gained importance 

especially so after the global financial crisis (GFC) and covid-19. Researchers have 

uncovered evidence that financially literate people make better financial decisions 

and thus, have higher financial well-being (FW). In India, more people have access to 

financial institutions and have bank accounts, but the majority lack financial literacy 

making them fall into the vicious cycle of debt and poverty. A financially literate 

person not only saves judiciously building assets in the process but also knows 

when, how, how much and from where to take loans. Knowledge about finances 

makes the person feel secure adding to his well being. This paper studies select 

literature on the link between financial literacy and well being and identifies important 

variables that explain the interlinkages between the two. The identification and 

understanding of the link between financial literacy (FL) and financial well being (FW) 

can go a long way in national financial literacy programmes to empower lives. The 

findings indicate that just having knowledge is not enough, actual change in the 

financial behaviour(i.e. budgeting, avoiding impulse buying,) makes the real 

difference. The research found that mental factors like self confidence and 

determination acts as shield at the time of financial crises. Digital banking and apps 

are becoming as important as knowing how to save. 

 

Keywords: Financial Literacy, Financial Wellbeing, Financial Access, Financial 

Behaviour, Digital Banking. 

 

Introduction 

 We live in a world where we spend almost every hour of our adult lives 

working to earn money. Yet, most of us never learn the skills needed to manage it. 

This is the great irony of modern life: we become experts in our careers but remain 

beginners when it comes to our finances. Financial literacy is the key that bridges this 
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gap. It involves much more than just knowing about money. It means understanding 

interest rates, the hidden costs of debt, and how long-term wealth actually works. 

 At its core, financial literacy is a vital tool for today’s world. Just as a 

navigator needs a map to find their way, we need to understand budgeting, saving, 

and investing to navigate the complexities of the current economy. Without this basic 

knowledge, even a high income can lead to constant stress. Ultimately, financial 

literacy separates those who passively watch their bank account from those who 

actively shape their financial future. We spend most of our lives working for money, 

yet almost no one teaches us how it truly works. 

 This is precisely what is lacking in our lives: we are taught to bring home a 

pay-check, while no one ever tells us how to manage it. And it is here where the 

concept of financial literacy becomes relevant. Literacy in this case does not refer to 

complex mathematical skills or calculations on spreadsheets: instead, it simply 

implies the minimum set of competences needed for managing the relationship 

between debt, savings, and finances as a whole. In other words, it represents the 

"how to" manual of personal finance management. 

 And this brings us to the essence of our topic: the reason why we learn to 

read, write, calculate, and save is because all of these activities aim at achieving the 

state of financial wellbeing. Financial wellbeing can thus be defined as the freedom of 

feeling and acting without financial constraints and burdens: it refers to being able to 

get out of bed without stressing out about paying bills, having enough money for 

unexpected expenses, and the freedom of making decisions regarding life choices 

without worrying whether you will run out of cash soon. 

 But mere knowledge doesn't transform someone's life; it is the manner in 

which the knowledge is applied that brings about security. The former refers to being 

knowledgeable about finances whereas the latter refers to the experience of having 

an adequate level of financial knowledge. This is because both these terms are 

interdependent. In other words, financial literacy provides the individual with the 

power to make an informed decision, whereas financial wellbeing represents the 

freedom acquired through the exercise of such decisions. Without financial literacy, 

there would be no freedom because the individual would be relying on guesswork, 

and without financial wellbeing, financial literacy would be pointless. 

 The rest of the paper is organised as follows; Section II provides a literature 

review. Section III describes the methodology. Findings are given in Section IV. 

Section V gives the Conclusion 

Literature Review 

 As per Anghel & Pochea (2025), in Romania, the most important determinant 

of financial security is financial literacy. In this study, applying the "Big Three" 

methodology proposed by Lusardi & Mitchell, the researchers establish that while 
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Romanian people are well aware about inflation, they find it difficult to comprehend 

compound interest, resulting in low levels of savings. To support their claim regarding 

low financial literacy of Romanians, the authors reference the statistics provided by 

the OECD and state that Romania occupies some of the lowest ranks with respect to 

this issue within the EU, leading to increased financial stress. 

 According to García-Santillán et al., (2022), there exist intricate relationships 

among financial education, financial attitude, and personal wellbeing. The article 

suggests that while knowledge may seem to be sufficient for financial competence, 

the latter can only be attained through the possession of proper financial knowledge 

and attitude towards finances. The research extends on the notion of the “Big Three” 

discussed by Lusardi and Mitchell, (2014) and introduces the idea of receiving 

professional financial advice, which can serve as an effective shortcut for individuals 

in their decision-making process. Overall, according to the article, it is imperative for 

education to influence the way people behave and think in order to improve their 

lives. 

 According to Bhattacharya et al. (2023), a targeted financial education 

program positively affects the wellbeing of poor women. General programs are 

inefficient among this population, according to the researchers, as they do not tackle 

the issue of "financial anxiety," which occurs due to the inability to live comfortably 

within means. Specifically, financial education aimed at teaching how to cope with 

crisis budgeting serves as a mechanism of empowerment in managing the scarcity of 

available funds. The study expands upon findings of Lusardi & Mitchell (2014), who 

suggest that psychological effects are equally important for vulnerable people to 

learn and gain confidence as technical skills. Overall, according to the authors 

financial education helps establish a "buffer of resilience," enabling poor mothers to 

survive various crises. As a result, it is assumed that a greater sense of control over 

finances results in greater stability for the whole family. 

 The paper by Chauhan et al. (2023) explores the way financial literacy 

shapes the process of savings and impacts well-being among bank workers in India. 

The authors state that for professionals in the field of finances, knowledge does not 

necessarily translate into personal safety without good savings strategies. Adapting 

the model suggested by Lusardi & Mitchell (2014), the research shows that financial 

literacy can be viewed as a "life skill" alleviating financial concerns. According to the 

article financial literacy allows saving better, thus increasing well-being. 

 In their work, Chetioui et al. (2023) investigate the effect of financial literacy 

on coping mechanisms during an economic recession. The authors suggest that 

when it becomes difficult to maintain a stable state of affairs in Morocco, financial 

literacy functions as a survival shield, which allows citizens to cope with adverse 

conditions through better management of their resources. According to the authors, 

financial literacy is not only beneficial in managing one's budget but also reduces the 
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risk of experiencing psychological distress associated with price inflation and poor 

market performance. Based on Lusardi and Mitchell's (2014) recommendations, the 

article provide convincing evidence that mastering basic financial principles is critical 

for surviving a crisis situation. The authors suggest that financially literate individuals 

exhibit superior abilities to modify their behavior and prevent themselves from 

engaging in irresponsible borrowing practices. Overall, the article highlight that 

education provides the key to psychological safety and well-being in economically 

disadvantaged societies. 

 In their 2025 research, Zhou et al. investigate the role of "hands-on" 

education in improving the financial status of Chinese university students. According 

to the authors, theoretical teaching fails to offer practical skills, but learning through 

experiences such as games and simulations succeeds in creating a link between 

knowledge and action. Instead of offering mere information, hands-on learning alters 

the attitude toward money in terms of behaviors and actions. The research of the 

authors is based on the global model created by Lusardi and Mitchell, which proves 

that although basic financial knowledge plays an important role, "learning-by-doing" 

creates true wellbeing. In fact, the article identify the hands-on approach as a 

"resilience buffer" for students' financial management. 

 In their work, Choowan et al. (2025) explore the effect that experimental 

studies have on the improvement of individuals' lives regarding financial literacy and 

behavior. The authors claim that despite many studies proving the relation between 

one's wellbeing and knowledge, it requires more than correlation but "experimental 

evidence." The authors note the importance of experimental proof and confirm that 

financial literacy classes can help in improving personal wellbeing by providing an 

enormous "effect size" Once again, this paper is based on Lusardi & Mitchell's (2014) 

ideas and terminology. The authors apply Lusardi & Mitchell's (2014) global 

classification of various financial literacies for this review. According to the authors, 

the best results in terms of wellbeing occur when education leads to behavioral 

changes (for instance, tracking one's own actions). Therefore, as expected from 

Lusardi and Mitchell (2014), the article prove that financial education helps to reduce 

financial anxiety and improve the quality of one's life. 

 Das (2025) explores the role of financial literacy in safeguarding the well-

being of US households amid the economic turmoil brought on by the coronavirus 

outbreak. Utilizing an enormous data set obtained from the SHED survey conducted 

by the Federal Reserve from 2017 to 2022, the author claims that having financial 

savvy serves as a "buffer" when things go awry. The study indicates that although all 

parties were affected, the difference between the "literates" and "illiterates" increased 

during the crisis period, with the latter being significantly more successful in 

maintaining cash reserves and avoiding credit card debt. In line with the other studies 

reviewed here, this work is based on the Big Three questions proposed by Lusardi 
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and Mitchell (2014). According to the article financial literacy does not only enable 

one to accumulate wealth but helps maintain financial stability during tough times. 

 In their paper, Kanth et al. (2024) consider the impact of financial literacy on 

the lives of rural women entrepreneurs in India. According to the authors, in a small 

village, being financially savvy is not only important for savings but also plays an 

essential role in keeping their business alive and respected in the community. 

Indeed, according to the study, the improvement of the financial behavior of these 

women, including the maintenance of proper accounting and avoiding unscrupulous 

money lenders, leads to significant improvements in their standard of living. In 

compliance with the globally recognized standards put forward by Lusardi and 

Mitchell (2014), the authors demonstrate that basic knowledge of finance is a game-

changer for the participants of the study. Thus, the conclusion made by the authors is 

the following – financial education leads to a positive "virtuous cycle," where growth 

in the size of their enterprises reduces stress in the family and raises self-confidence. 

As can be seen from the above discussion, financial education provides a fast track 

to independence and protection from poverty. 

 In their analysis of the financial wellbeing of welfare recipients in the Gaya 

district of Bihar, Kumar et al. (2024) conclude that while providing financial resources 

through social welfare measures can alleviate poverty temporarily, they fail to make 

an effective impact on a more sustainable level. Instead, the authors highlight that it 

is financial literacy that acts as the game changer since it empowers individuals with 

the knowledge necessary for managing their limited financial resources in a manner 

that enables them to achieve financial security. Based on the globally acclaimed 

theories of Lusardi and Mitchell (2014), they demonstrate that being aware of basic 

financial concepts enables individuals in Bihar to stay clear of falling into vicious 

cycles of borrowing and debt accumulation. Thus, the author  suggest that financial 

literacy results in a higher sense of psychological wellbeing due to reduced stress, 

despite the limitations associated with their finances. 

 Hidalgo-Mayorga et al. (2024) explore the potential for financial education to 

become a critical resource in promoting social inclusion and combating social 

inequalities. According to the researchers, financial literacy cannot only be seen as a 

personal benefit but must also be viewed as an essential means of closing the social 

distance between the wealthiest people and the most disadvantaged social 

categories. Authors note that the ability to manage money makes it possible for 

individuals belonging to marginalized populations to access banking services and 

become financially independent. As in previous articles, the work by the authors uses 

the conceptual framework proposed by Lusardi and Mitchell (2014), proving once 

again that financial literacy can be viewed as the first step towards overcoming social 

exclusion. The paper claim that financial education contributes to fighting social 
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inequalities by providing people with the opportunity not to fall into debt traps and to 

plan for a brighter future. 

 In their research paper titled "Accessing financial information: evidence from 

a randomized controlled trial in rural Ghana," Kuutol et al. (2024) investigate the 

impacts of financial information access among rural communities in Ghana. In their 

analysis, they suggest that just accessing banking services is not enough; instead, 

there is a need to ensure that the community members have access to proper 

information about different aspects such as interest rates, mobile payments, and 

others. As indicated by the authors financial literacy is key for enhancing the 

decisions made by individuals and ensuring that their lifestyle remains stable 

throughout. Consistent with the findings of Lusardi and Mitchell (2014), they 

demonstrate that "lack of knowledge" constitutes the main barrier to financial stability. 

The paper conclude that financial literacy is instrumental in enabling impoverished 

households to utilize banking and mobile applications effectively. 

 In their article, Fong and Tao (2025) discuss how awareness of monetary 

matters increases overall life satisfaction. The authors' research demonstrates that 

financial literacy contributes not only to making better decisions, which results in 

higher financial satisfaction, but also reduces individuals' worries concerning their 

future. As always, by answering "the Big Three" questions proposed by Lusardi and 

Mitchell (2014), the authors conducted a complicated test proving that financial 

literacy is the main driver of happiness. The paper demonstrate that financial 

awareness becomes the source of increased confidence in managing one's money, 

therefore leading to a higher life satisfaction level. Overall, the current research 

provides evidence that knowledge about financial matters remains an excellent 

shortcut towards achieving this goal. 

 The main focus of this study by García-Santillán (2024) involves the 

relationship between financial capability and psychological well-being. Financial 

capability includes both financial knowledge and behavior. It should be noted that 

according to the author, it is not enough to have sufficient knowledge to feel happy; 

the ultimate goal should be to become financially resilient in order to cope with any 

challenges associated with finances (e.g., unexpected healthcare expenses or 

unemployment). Resilience, in turn, acts as a "mediator" connecting financial 

capabilities with well-being. As mentioned above, this paper is consistent with the 

ideas of Lusardi and Mitchell (2014) since the same concepts are used in order to 

demonstrate the importance of financial literacy as an initial stage in creating the 

necessary "safety net." The authors suggests that financially resilient people can not 

only endure but also feel comfortable since they are free from concerns associated 

with possible problems. 

 Gunawan et al. (2024) investigate the determinants of financial well-being 

among students enrolled at Islamic institutions of higher education in Indonesia. The 
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authors claim that although being rich may be an advantage, the key lies in one's 

actions. According to the results of the study, financial behaviors such as controlling 

costs and avoiding impulsive purchases are the most crucial factors. Financial 

behaviors are considered the "bridge" connecting knowledge of personal finances 

and a comfortable and carefree lifestyle. The findings of the paper corroborate the 

findings of the "Big Three" framework of Lusardi and Mitchell (2014), indicating that 

awareness of personal finance management is vital for success. The authors 

conclude that the adoption of Islamic principles of finance management and self-

discipline ensures high financial well-being of the respondents. 

 According to Rai et al., financial literacy, while being an important base for 

security and stability, does not perform a predictive function but only aims to forecast 

an individual's wellbeing from afar. In addition, they posit that the mere possession of 

knowledge is not sufficient, and the real impact on wellbeing occurs when financial 

literacy becomes behavior. In fact, it is consistent financial behavior such as 

budgeting, saving, and financial responsibility that are the real instruments used in 

improving individuals' wellbeing. With regards to the theoretical foundation of the 

paper, the authors emphasize the relevance of social cognitive theory by Albert 

Bandura, paying special attention to financial self-efficacy as a person's subjective 

assessment of his ability to control finances. According to the researchers, 

psychological self-efficacy serves as the mediator between high levels of knowledge 

and wellbeing, meaning that one can be very knowledgeable about finances and still 

be unable to become financially free due to lack of confidence in his abilities. 

 The current study by Eunkyoung et al. (2023) addresses the factors 

influencing ethical finance behavior and overall well-being among Malaysian 

university students. In particular, the researchers believe that despite having 

sufficient financial literacy, an individual will always be guided by his or her moral 

standards, particularly the religiosity and spirituality of the individual. Based on the 

Theory of Planned Behavior, intentions related to ethical financial behavior are 

influenced by attitudes toward it as well as the level of behavioral control, which is 

mostly taught by the parent. According to the study, avoiding over-indebtedness and 

responsible consumption become crucial for younger adults in terms of reflecting 

their values. It should be noted that ethical behavior may help the individuals reduce 

financial worries and be satisfied with their lives to a greater extent. 

 Mangudhla et al. (2023) seek to examine how financial literacy affects the 

wellbeing of rural farmers in terms of financial inclusion. As such, the authors 

acknowledge prior work by Lusardi and Mitchell (2011, 2014). According to Lusardi 

and Mitchell, financial literacy or, more precisely, financial knowledge is an integral 

part of human capital since it empowers individuals with the ability to analyze data 

and make decisions about the future. Nevertheless, the paper emphasize that 

financial literacy becomes "a hidden resource in rural areas." Financial inclusion in 
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the form of involvement in formal bank activities and obtaining insurance and credit 

services, according to Resource Dependency Theory, serves as the missing link 

between the theoretical model presented by Lusardi and Mitchell and the rural 

context. In other words, rural farmers can leverage their literacy only when it is 

supplemented by access to formal banking services. 

 Tang My Sang (2022) considers the main reasons behind financial wellbeing, 

stating that both internal and external factors influence it. Financial literacy is 

considered to be an important premise here, but its effect would be stronger when 

combined with family financial socialization. According to the researchers, the norms 

instilled in one through upbringing by parents play a role in forming a certain way of 

managing money in the future. The paper discusses financial inclusion and planning 

as significant components. Social Learning Theory, mentioned by the author, implies 

that being included in banks is important, but the results of such inclusion can be 

seen when individuals learn to plan effectively. Thus, wellbeing cannot be associated 

solely with the level of earnings but is also related to initial education, gained 

knowledge, and future-oriented approach towards life. 

 Objective financial knowledge (facts), practical financial skills (actions), and 

subjective self-assessment of knowledge (confidence) have been identified by Phelps 

& Metzler (2023) as distinct determinants of wellbeing. According to the researchers, 

whereas conventional assessments of personal financial capability revolve around 

measuring individuals' financial knowledge, "financial skill" is more accurate and 

predictive when trying to determine whether or not they will exhibit good financial 

behavior. Using the Trans-Theoretical Model of Change framework, the researchers 

point out that self-perceived financial expertise significantly determines whether or 

not individuals make use of advanced financial services. In particular, the importance 

is placed on the relationship between an individual's objective life circumstances 

(e.g., income level) and their psychological perceptions of these factors. The 

researchers imply that being overly confident could lead to making bad decisions. 

Overall, the study indicates that wellbeing should be viewed as the interaction 

between technical skills and confidence necessary to pursue long-term objectives. 

 Hooda et al. (2023) discuss the relationship between financial capability and 

wellbeing of entrepreneurs who are running small businesses. According to the 

researchers, while traditional literacy might be valuable for such individuals, 

"capability" that entails both the capability to take actions and opportunities to access 

financial resources from banks is a much better predictor of success. Based on the 

resource-based view (RBV) framework, the researchers highlight the significance of 

the entrepreneurs' capability to control business and personal finances in the same 

way because it increases their chances of surviving on the market. What makes this 

particular research unique is the focus on "grit" understood as perseverance and 

passion for achieving long-term objectives. According to the researchers, the 
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relationship between financial capability and wellbeing becomes stronger when the 

individual is characterized by a high degree of grit since he or she will persist in 

pursuing the set goals regardless of the economic conditions. 

 In the paper Ratnawati et al. (2023) focus on the role played by digital 

financial inclusion in ensuring sustainability of women-owned export firms in 

Indonesia. Referring to studies of Lusardi and Mitchell (2011; 2014) regarding the 

importance of literacy in dealing with finances, the authors claim that for firms which 

sell products abroad, regular financial literacy becomes inadequate; they require 

digital literacy. Using Resource-Based View theory, researchers suggest that use of 

various digital technologies acts as the catalyst connecting women entrepreneurs' 

lack of knowledge to success in business operations. Digital financial inclusion 

ensures that these enterprises reduce expenses and find more clients. Overall, it can 

be concluded that integration of these two aspects results in lower levels of stress 

and increased wellbeing of entrepreneurs. 

 In Radiman et al.'s (2023) study on what motivates lecturers in universities to 

develop their financial well-being, there is a deviation from the previously held notion 

that the "lack of knowledge" was the cause to financial illiteracy. In this case, the 

authors emphasize the psychological aspects involved in money management for 

individuals with higher education, arguing that in their cases, knowledge takes a 

second place after behavior and religion. From the results, it can be seen that 

religious values play an essential role in shielding the lecturers against the temptation 

of buying unnecessary things and engaging in reckless spending practices. 

Interestingly, gender emerges as another factor, implying that the route towards 

financial wellbeing is different between male and female lecturers in terms of 

experiencing financial distress. 

 Raj et al. (2023) examine the financial well-being of welfare beneficiaries and 

non-beneficiaries in Gaya, Bihar. The authors state that although government welfare 

is indispensable in offering security to its people, it cannot be said to be a guarantee 

of economic security. Instead, they posit that financial literacy is an empowering 

factor, which helps low-income earners graduate from financial dependence to self-

reliance. It is stated in the paper that for disadvantaged groups, the "gap in 

knowledge" poses a greater challenge than the "gap in income." The key 

determinants of stability, according to the findings, are financial self-confidence and 

fluency in formal banking processes. In conclusion, the study highlights that even 

though non-beneficiaries generally have a higher level of well-being, welfare 

beneficiaries can greatly reduce the gap when armed with adequate literacy skills. 

 The effect of financial literacy on the wellbeing of the Generation X is 

examined in Mamilla et al. (2024). According to the authors, Generation X members 

have unique "sandwich generation" concerns such as paying their kids' college 

education fees and taking care of their parents. As a result, the study proposes the 
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hypothesis according to which this particular population requires the development of 

financial self-efficacy rather than literacy. Specifically, the researchers found that self-

efficacy served as an important mediator. In other words, knowing how to deal with 

finances was not sufficient for Generation X to be more successful; they should also 

have believed in themselves and their capacity to take decisions in a challenging 

situation. Hence, this particular study demonstrates that for Generation X, self-

efficacy played the role of a crucial psychological variable. 

 The study performed by Hidalgo-Mayorga et al. (2024) is based on a review 

of the literature that addresses financial literacy as a strategy of achieving social 

inclusion and economic equality. According to the article, literacy can be considered 

not only an individual's personal opportunity but also a right. Based on global 

research, the researchers state that literacy programs will be the most effective if 

they target the barriers that prevent marginalized groups such as women and poor 

families from accessing financial markets. Indeed, the main contribution of literacy is 

its power to promote social inclusion and enable individuals to transition from 

"informal" economies to more formalized markets. The research states that, with 

increasing literacy, there will be fewer "wealth gaps" between people as they will 

have enough knowledge to protect themselves from usurious lending and apply 

credit mechanisms to increase their wealth. Thus, financial literacy, together with 

public policy, becomes the key to financial well-being. 

 In Zhang et al. (2023), the role of financial inclusion in alleviating poverty in 

China is discussed. According to the paper, merely providing access to finance is not 

enough; the key point is in the effectiveness of usage of such services by poor 

populations. Based on provincial-level data, the researchers suggest that financial 

inclusion depth (usage efficiency of such services) plays a more important role in 

decreasing poverty rates compared to high branch density in banking. The paper 

stresses that financial literacy increases efficiency in using such services. In 

particular, the research reveals that in areas with higher levels of literacy and 

education, poor families are able to allocate small amounts of money provided 

through loaning into productive investments and not consumption. Overall, it can be 

concluded that for financial inclusion to be effective among poor individuals, it should 

be supplemented with advanced digital infrastructure and education. This way, 

disadvantaged people will have a chance to work with financial markets properly and 

achieve permanent well-being and close the wealth gap between rural and urban 

populations. 

 Zhou et al. (2022) adopt a mixed methods design to assess the effects of the 

"learning-by-doing approach" on the literacy and wellbeing of students in China. 

According to the researchers, conventional forms of classroom-based education do 

not lead to any changes in actual behavior of learners. Experiential learning, through 

simulation and performing certain tasks, can significantly increase the level of 
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confidence of students and equip them with skills to deal with challenges of the 

future. The paper emphasizes that experiential learning serves as an important 

intermediary for transferring facts into emotions. The study finds out that students 

who engage in practical programs feel less anxious about finance management and 

have better control over finances. Therefore, the findings of this study demonstrate 

that experiential learning becomes critical for young generations since they need to 

switch to active engagement rather than passive listening and memorizing. 

 The primary theoretical basis for the analysis of financial literacy was 

provided by Lusardi and Mitchell (2014). According to the scholars, financial literacy 

means being able to analyze economic information and make decisions regarding 

the planning, accumulation, and management of resources. The concept of financial 

literacy is characterized as the form of "human capital." As job training allows an 

individual to receive higher payments, financial literacy will help one become a better 

investor and optimize one's use of life-time income. According to the research 

findings, there are three "Big Three" ideas which are the universal benchmarks of 

literacy: numeracy and interest rate calculations, awareness of the notion of inflation, 

and risk diversification. Literacy in all these issues enables individuals to think about 

the future and makes them unlikely to apply to predatory loans for their needs. At the 

same time, the paper demonstrates that financial literacy does not occur evenly: it 

follows the "U-shape pattern" throughout life and varies between genders and 

different educational groups. Eventually, the research proves that financial literacy is 

one of the major causes of inequality since individuals who are aware of complex 

economic phenomena can enjoy much greater wellbeing than others. 

Methodology 

 In order to understand the connection between financial literacy and financial 

wellbeing, a systematic literature review approach was used.  

• Search Strategy  

This was achieved using a systematic search strategy designed to retrieve 

empirical articles relevant to this research topic. Access to the database was 

acquired through DU ELibrary, specifically the Scopus database was selected as the 

main source of data. The search was based on two essential keywords, which were 

"financial literacy" and "financial well-being." The Boolean keyword string used for the 

search was: 

▪ "financial literacy" AND ("financial wellbeing" OR "well-being") 

▪ The search was limited to the title, abstract, and keywords. 

• Search Outcome and Eligibility Criteria 

The preliminary search generated a total of 946 records. After the first stage, 

a language screen was conducted to keep only those articles that were published in 
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English. Consequently, 21 articles from other languages were excluded, leading to a 

final list of 925 records. 

Criteria for inclusion of studies included the following: 

▪ Study design: peer-reviewed studies that utilized qualitative, quantitative, 

or mixed research designs. 

▪ Exposure: financial literacy/education studies. 

▪ Outcome: correlation with financial well-being/resilience. 

• Data Extraction and Synthesis 

 Descriptive methodology was opted for. The data was extracted according to 

several variables that included the author, year, location, design, and the main 

relationship between literacy and well-being variables. This helped to detect themes 

within the literature, like the use of money management as a mediator between 

literacy and well-being. 

Findings 

 

Figure 1: Mapping of Co-occurrence of key words 

Source: Authors’ own creation 

 Network Map gives us an overview of a multifaceted domain. First and 

foremost, it clearly shows that “Financial Literacy” is not only a subject area anymore 

but rather a focal point of an intricate ecosystem comprised of psychology, sociology, 

technologies, and public policies. Network map is split into three separate but 

interconnected clusters corresponding to pillars of contemporary economics. 
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The Red Cluster: The Mechanics of Financial Capability 

 The Red Cluster is the most dense and central part of the map. It represents 

the "functional" side of the research—the specific skills and outcomes associated 

with money management. 

• Financial Literacy vs. Financial Well-being 

 The two biggest nodes within this cluster are “Financial Literacy” and 

“Financial Well-being.” The closeness of these two nodes and their thicker 

connections indicate that researchers believe that knowledge (literacy) is the main 

determinant for the result (well-being). But we see that several mediating variables lie 

between these two major concepts: 

▪ Financial Behavior: This component serves as a link. It is implied that 

simply understanding finance does not guarantee success but rather that 

action must be taken to attain happiness. 

▪ Financial Attitude: This is indicative of the inclination towards saving, 

spending, and risk-taking. 

▪ Financial Resilience: This is an increasingly common term within the 

literature, indicative of the focus that has been placed on individuals 

surviving financial crises. 

• The Digital Shift 

 A crucial sub-theme that emerges in this regard is Digital Financial Literacy. 

It signifies an advancement in the domain of research. With banks turning digital 

through mobile applications and cryptocurrencies becoming popular, there is 

increasing interest in finding out whether conventional literacy suffices or whether 

new skills need to be developed. 

The Green Cluster: The Human and Psychological Dimension 

 While the red cluster focuses on the "what," the Green Cluster focuses on 

the "who." This cluster is deeply rooted in social sciences and demographics. 

• Demographic Segmentation 

 The map successfully highlights some populations whose behavior is under 

thorough examination: 

▪ Gender (Male/Female): The term "gender" is extensively studied 

because of the "financial literacy gap." 

▪ Age Groups (Aged, Middle Aged, Adult): This approach indicates that 

financial matters are studied within the context of a person’s life cycle. 

Studies regarding the "Aged" category probably deal with issues of 

pensions and retirement, whereas the "Adult" category studies wealth 

creation. 
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▪ Human/Humans:  These wide categories indicate that there is a lot of 

literature laying down foundations for the species as a whole. 

• Psychological and Methodological Rigor 

 The presence of “Psychology and Wellbeing” (green context) clearly 

indicates that the state of finances is being analyzed from the perspective of 

psychological wellbeing. Being financially healthy is more than having money in one’s 

account – it affects one psychologically. This cluster further highlights “the tools of the 

trade” which include: 

▪ Questionnaires and Cross-sectional studies dominate the research 

approaches utilized in this area. It implies that the study mainly uses self-

reporting and cross-sections (a snapshot of a population at one point of 

time). 

The Blue Cluster: Context, Strategy, and Decision Making 

 The Blue Cluster is smaller but strategically vital. It represents the 

"contextual" application of financial principles. 

• The India Node 

 What is notable about this map is the significant node attributed to India. It 

implies that India acts as a living laboratory for the study of financial literacy. Given its 

enormous populace, rapid digitization (UPI, mobile banking), and socio-economic 

layers, it presents ample opportunities for scholars studying the impact of literacy on 

the development of a country. 

• Empowerment and Investment 

 Empowerment and Financial Literacy is one of the essential lessons that can 

be derived from this topic. In this case, empowerment usually means that 

marginalized people become empowered by becoming financially literate. This point 

is strongly connected with Investment and Decision Making, which demonstrates that 

literacy goes beyond simply saving money. 

Synthesis: The Interconnected Web 

 The true value of the map lies in the connections between clusters. The 

Bridge of "Financial Stress" 

Financial Stress exists between the Green Cluster (Human) and Red 

Cluster (Financial). This can be considered a warning in that poor financial literacy 

not only leads to being poor but also means a degrading human experience. 

From Education to Inclusion 

 The transition from Financial Education (Red) to Financial Inclusion (Red & 

Blue Borderline) reflects the target of almost all studies. Through educating the 
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individual (Green Node), nations can attain inclusion, enabling the people to engage 

in Investment & Economic Prosperity. 

 From this map, one would conclude that the future of this discipline lies in the 

intersection between technology and psychology. With the rise of Digital Financial 

Literacy, one can anticipate further consolidation between the Red and Blue nodes. 

Moreover, with the aging population around the world, the "Aged" node in the Green 

category would become more significant, leading to stronger connections with 

"Financial Resilience" and "Pension Planning." 

 At the end of the day, what this diagram shows is that this discipline has 

evolved from basic mathematics into a complex examination of how knowledge, 

technology, and psychology intersect to build a stable and enlightened community. 

 Indeed, from this network map, it can be concluded that financial literacy has 

gone past the realms of mere mathematical calculations and banking; rather, it has 

become the essence of a complex multi-dimensional ecosystem. With the help of 

bringing together the "how-to" aspects in the Red Cluster, the psychological attributes 

in the Green Cluster, and the aspect of empowerment in the Blue Cluster, the study 

has been able to show how financial well-being is a result of many factors interacting 

with each other. It begins with financial education, is balanced through human 

behavior as well as technological accessibility, and ends with the strength and 

stability of individuals and even countries such as India. 

Conclusion: Future Directions 

 The comprehensive review of current literature highlights that financial 

literacy is no longer a luxury but an essential life skill for the modern world specially 

after the global financial crisis and the pandemic . While understanding the basics 

like interest rate and inflation is the starting point, this review proves that knowing is 

not enough to change a person`s life . True financial wellbeing - the freedom to live 

without bills or emergencies - only happens when knowledge is turned into action. It 

is the active financial behaviour such as budgeting, avoiding impulse spending and 

strategic saving and staying away from high interest debt. In countries like India , 

while the financial inclusion efforts have increased the number of bank account 

holders, a major portion of population is still trapped in a cycle of debt. At the end  of 

the day financial wellbeing is all about peace of mind. It is the security of knowing you 

can handle any emergency without falling into poverty. Moreover the study shows 

that psychological factors like self confidence, financial resilience are vital. 

 In the modern world being digitally literate is as important as traditional 

saving habits, as nowadays most people use apps on their phones to manage their 

money rather than going to the bank. Essentially financial literacy is the key to 

personal freedom. So by integrating technical knowledge, with digital skills and 

resilient mindset , people gain more than just stability , they gain the confidence to 
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stay in control of their own lives . Making sure they are not just surviving the hard 

times but they are actually getting ahead and making their dreams come true. 

 Moving forward research should focus on bridging the gap between simply 

having financial knowledge and actually changing the financial behaviour. we`ve 

seen that understanding the basics is not just enough the real shift happens when 

knowledge is put into practice through our everyday habits. 

 There is also a need to understand the digital financial literacy as well, as the 

habit of walking into a bank is being replaced by the convenience of using an app on 

our phones. We must understand that whether these tools actually help people or do 

they just induce impulse buying by making it too easy to spend money with a single 

tap. We should even have a look at how different stages of life and different culture 

influence our choices. Ultimately the goal is to stop treating financial education just as 

an another classroom lesson but to start treating it as a key to making choices that 

lead to a more secure and stress free life. 
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