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Financial literacy and financial behavior P

with the mediating effect of family financial
socialization in the financial institutions
of Lahore, Pakistan

Sumaira Khawar and Aamir Sarwar

Abstract

Purpose: The main purpose of this study was to find out the relationship between financial literacy and financial
behavior and to discover the mediating influence of family financial socialization on this relationship. The study also
particularizes that how personal knowledge of finance of an employee and whatever they have learned through fam-
ily socialization will help them to make sound decisions having a financial impact on them and their family.

Design/methodology/approach: Employees of financial institutions employed and residing in Lahore, Pakistan,
were the target population of this report. It was a cross-sectional quantitative research study. By using a detailed
questionnaire, primary data were obtained. The sample size was 330; through convenience sampling, employees
employed in banks were chosen. Descriptive analysis, parametric test, reliability test, and correlational examination
with the aid of SPSS 23 and the use of SmartPLS 3.0. are knowledge investigation techniques used in this examination
study to infer outcomes.

Results/findings: The outcomes which are created from this exploration include: (1) there was no distinction in the
financial conduct of representatives from various socioeconomics gatherings. Financial education has a critical posi-
tive relationship with financial behavior. (2) Family financial socialization additionally shows a huge positive relation-
ship with financial education and financial behavior. (3) Financial education demonstrated a remarkable abnormal
impact on financial behavior through family financial socialization. (4) Family financial socialization shows partial
mediation between financial literacy and financial behavior. We can accomplish that formal, as well as informal, train-
ing of finance decides the financial behavior of people.

Originality/value: This study is the first of this kind to examine the association between financial literacy, and finan-
cial behavior using family financial socialization as a mediator and employees of financial institutions as the target
population.

Keywords: Financial literacy, Family financial socialization, Financial behavior, Financial institutions

Introduction

These days, the growth of the global economy is shap-
ing evolution in the financial sense [23]. It is increas-
ingly important to make better financial decisions
because of greater accessibility to new complex financial
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downturn also paid significant attention to financial lit-
eracy and shifted government approaches to raise aware-
ness of the long-term financial requirements of the
person. This political move expands the significance of
families’ capability to take financial obligations and to put
something aside for their future needs [3, 22].

Workers experience and handle monetary choices,
including choices identified with reserve funds and
speculations. As monetary components have ended up
being dynamically interesting and individuals are given
new and forever refined financial terms. There is easy
access to the debt than previously and chances to borrow
are plenty. So, numerous employees are not prepared to
make healthy financial choices [30].

If financial products are not treated with decent finan-
cial behavior, a person can effortlessly have caught in
horrible monetary circumstances. A well financial behav-
ior can be comprehended from a person’s approach in
dealing with the managing, planning, and controlling of
finances [23].

According to Sevcik [41], literacy is a growing set of
information, abilities, and methodologies that people
develop during the course of life. Literacy is more than
just financial knowledge it includes utilization of rational
and practical abilities, attitudes, and enthusiasm. Previ-
ous studies showed that parents who permit their off-
spring to make financial choices and let them pick up
from those decisions, those individuals have financial
self-efficacy in them. Parents play an important role in
shaping the financial knowledge and skills their children
need to have sound financial behavior [40].

Purpose of the study

With regard to Pakistan, an insignificant study has been
finished on subjects like financial behavior, financial lit-
eracy, and family financial socialization. As Pakistan
is a monetarily non-industrial nation, the absence of
mindfulness just as information about monetary issues
among individuals is as yet the essential concern. The
changes presented by the public authority of Pakistan
have expanded the obligation among representatives
of monetary establishments to design future monetary
requirements. High occupation indecision and simple
admittance to credit have an unnecessary outcome of
financial behavior. Along these lines, it is fundamental
to go through an investigation on this point. Along these
lines, this examination stresses the connection between
financial literacy and financial behavior of representa-
tives with the mediating impact of family financial social-
ization in financial institutions of Lahore, Pakistan. The
study focused on the financial decisions made by employ-
ees regarding managing their savings and investments
and helping their families in making all such decisions.
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How they use their financial knowledge and whatever
they have learned through family socialization. How do
they make decisions to get the financial benefits out of
the financial options available to them?

Research objectives

+ To discover the mediating influence of family finan-
cial socialization among financial literacy and finan-
cial behavior of employees of financial institutions.

Literature Review

Financial literacy

Financial literacy is a requisite for each person to keep
away from money-related problems [3]. Financial literacy
can assist employees in achieving valuable financial behav-
ior and adapt to any encounters, particularly concerning
financial problems [24]. Lusardi and Mitchell [31] stated
that “Financial literacy is knowledge and understanding
of financial concepts and risks, and the skills, motivation,
and confidence to apply such knowledge and understand-
ing to make effective decisions across a range of financial
contexts, to improve the financial well-being of individu-
als and society, and to enable participation in economic
life” The capability to comprehend fundamental ideas of
finance and manage everyday financial exchange is vital.
Therefore, a person ought to be outfitted with better finan-
cial knowledge and financial attitudes to be able to make
sensible financial choices. Financial knowledge is a signifi-
cant factor in financial literacy [33, 35]. People who don't
have adequate financial knowledge will encounter dif-
ficulties in managing their finances [1]. Financial literacy
was operationalized by using basic questions of financial
knowledge related to inflation, interest calculations, risk
and return, diversification, and market functioning [19,
31]. People with developed intellectual skills show a great
degree of financial literacy. Cognitive capabilities have a
significant relation with numerical competence as well as
with financial behavior [20]. Financial knowledge is vital,
but it is an inadequate driver of accountable financial
behavior. Handling one’s finances is not only about finan-
cial knowledge and literacy. A person moreover required
self-efficacy. Self-efficacy was related to the individual’s
financial behavior significantly [14, 42]. Xiao and O’Neill’s
[46] analyses provided evidence suggesting that high
school financial education may have direct impacts and
spillover effects on consumer financial capability. Finan-
cial education may affect financial satisfaction, a subjective
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measure of financial well-being, through financial literacy,
financial behavior, and financial capability variables [47].

Financial behavior

Financial behavior is conduct that is associated with
financial implementations [3]. Financial literacy is vital
for sound financial decision making. A high degree of
financial literacy escort toward better financial decisions
[17]. People who are not financially literate are less likely
to do financial planning and investing [45]. The absence
of financial knowledge and the inability to plan for the
future may result in people taking a mortgage [7]. Budg-
eting of the finances, spending, and purchasing attitudes
influences future financial decisions [42]. A saving atti-
tude also contributes to making a financial behavior [22].
So, financial planning, preparation for the future, budget-
ing, investment, and saving are the indicators of financial
behavior. This investigation was conducted in Pakistan
and it concluded that gender, occupation, and mari-
tal status exhibited no influence on venture capitalist’s
investment behavior [39]. Demographic features consid-
ering gender and age do not show any dissimilarity in the
financial behavior of country-side businesspersons [11].

Financial literacy and financial behavior

Financial Literacy has a significant positive influence on
financial behavior ([12, 32]; Komara et al. 2017). Financial
literacy, socioeconomic factors had a noteworthy influ-
ence on financial behavior [23].

Hastings [20] clarified that individuals with created
scholarly abilities and the individuals who can tackle
numerical computations easily show an extraordinary
level of financial education. They evaluated different
readings that reasoned that intellectual capacities have
a huge connection with mathematical skill just as with
thorough financial behavior.

According to Drever et al. [10], it is an established phe-
nomenon that financial behaviors that individuals follow
over their adulthood were the result of financial attitudes
that they have learned in their childhood.

Consumers often make bad financial decisions, accord-
ing to the Edmiston and Fisher [13] report, because they
do not know how to make good ones, because consumers
may not understand the value of planning for the future,
and because they may not perceive the trouble, they may
bring upon themselves. A relationship between financial
education and financial awareness and financial behavior
was also demonstrated in the report.

The findings of Robb and Woodyard [37] suggested
that both objective and subjective financial knowledge
influence financial behavior, subjective knowledge having
a larger relative impact comparatively.
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Mandell and Linda [29] discoveries show that the indi-
viduals who took the course of financial management
didn’t assess themselves to be more savings-oriented and
didn’t seem to have ideal financial behavior over the indi-
viduals who had not taken the course. Comparable were
the discoveries of the investigation by Tang and Baker
[42] which uncovered that financial information is a sig-
nificant yet deficient driver of mindful financial behavior.

Family financial socialization

Family financial socialization implies endeavors that
family relates make to monetarily blend. Generally, in
the compositions, it is accumulated at parental diffi-
cult work in mingling their youngsters [8]. The person’s
socializing is by noticing their family exceptionally their
folks, by taking an interest in monetary practices, and
by getting guidelines from family [2, 6]. Family commu-
nication designs indicated a relationship with financial
information [19]. Guardians’ conduct and attitudes have
a segment in molding their kid’s financial behavior [1].
Improvement in saving and monetary arranging ideally
opens entryways for upgrading the financial behavior of
individuals through more family financial socialization
and more self-assurance [26]. Parents have a generous
impact in trim the financial knowledge and monetary
ability of the kids [40]. Financial literacy isn't significantly
connected with guardians’ inclusion [7]. Saving conduct
is influenced by their folks’ eagerness, and guardians’
contribution in the saving of their kids [15].

Better financial decisions are industriously connected
with the financial proficiency of the individuals who set-
tled on financial decisions. Having proper monetary
information would prompt great and better financial
decisions [16]. Parents training their kids about cash
helps the kids and next ages to know and consent to
take obligation for long haul financial success. Parents’
financial instruction is a multi-generational thing. Stud-
ies demonstrated that guardians who grant their poster-
ity to settle on financial decisions and let them get from
those choices, those people have monetary self-viability
in them. Guardians who demonstrated great monetary
conduct to their kids, their youngsters additionally will in
general have sound financial behavior [40]. In the current
investigation, financial literacy is an indicator variable,
and a criterion variable is financial behavior. Further, the
part of family monetary socialization is concentrated as
an intervening variable.

Financial Socializing is the process of learning and
advancing values, knowledge, norms, standards, atti-
tudes, and behaviors that promote well-being, financial
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viability among the individuals as explained by Danes
and Yang [9].

Individuals learn about behaviors in their childhood
through the interaction with socialization agents such as
parents, siblings, other family members, peers, religion,
schools and then practice these behaviors in their adult-
hood years [10, 18].

According to Ullah and Yusheng [44], financial sociali-
zation includes the development of standards, values,
norms, and attitudes, rather than just related to man-
aging money. As described by Asad et al. [4] financial
socialization has much importance in making sound
financial decisions.

According to Sabri et al. [38], parents teach their chil-
dren how to manage money. Most of the teaching of a
child takes place almost invisibly through witnessing the
money behaviors within the family (Fig. 1).

The numerous studies listed in the literature review are
the basis of our conceptual framework. As far as the rela-
tionship between financial literacy and financial behav-
ior is concerned, multiple studies have produced diverse
results. Our research has therefore attempted to explore
the same relationship between financial institution
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workers as most of them have learned financial man-
agement (formal finance education) and are exposed to
financial knowledge (on-job learning) and financial fam-
ily socialization (informal financial knowledge). The rela-
tionship of financial literacy and its effect on financial
behavior in Pakistan will further contribute to our con-
ceptual framework. Our study will illustrate a different
viewpoint, such as the financial behavior of the partici-
pants with formal and informal financial literacy.

Research hypotheses

Hypotheses have been drawn from the variables men-
tioned above and the objectives of the study to find out
the relationship between variables and the impact of
the mediating variable. The hypotheses include the fol-
lowing which will help to achieve the objectives of the
research:

H;: There is a relationship between financial literacy
and the financial behavior of employees in finan-
cial institutions

H,: There is an association between financial literacy
and family financial socialization of employees in
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Fig. 1 Conceptual Framework of Family Financial Socialization mediating Financial Literacy and Financial Behavior
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financial institutions

H;:  There is an association between family financial
socialization and the financial behavior of employ-
ees in financial institutions

H,: There is a mediating effect of family financial
socialization among financial literacy and financial
behavior of employees in the financial institutions

Methods

This exploration focused on the connection between
financial literacy and financial behavior of representatives
of financial institutions and the mediating impact of fam-
ily financial socialization on this relationship was studied.
A cross-sectional examination was conducted and the
kind of exploration utilized in this study was descriptive
and correlational.

Research design

In order to find out the relationship between finan-
cial literacy and the financial behavior of employees, a
descriptive and correlational analysis was carried out at
the offices of financial institutions operating in Lahore.
Financial behavior is a criterion variable in this research
sample, whereas financial literacy is an independent
variable, and a mediating variable is family financial
socialization.

Demographic variables

« Gender

+ Age

« Marital Status

+ Qualification

« Institute

+ Monthly Income

« Father’s Education

«+ Father’s Occupation

Research Instrument

In this research study, primary data were gathered, and
for this motive, a complete questionnaire was outlined
which was utilized as an instrument to assemble data
from employees of financial institutions. The developed
questionnaire comprises questions regarding finan-
cial literacy, financial behavior, and family financial
socialization of employees in financial institutions of
Lahore. There were also some questions related to the
demographic information of employees included in the
questionnaire.
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Segments of questionnaire

The questionnaire contains two sections: (1) Demograph-
ics of employees in the financial institutions of Lahore,
Pakistan. Demographic variables are adopted from [39];
(2) whereas Financial literacy, Financial Behavior (Finan-
cial Planning, Preparation for future, Budgeting, Invest-
ing, Saving), and Family financial socialization were
adapted from the literature as mentioned below:

Financial literacy

The item scale used to determine financial literacy con-
sists of 21 questions. Statements were modified and
adapted from [19, 24, 25].

Financial behavior

The item scale used to measure financial behavior con-
sists of 29 questions. Dimensions of financial behavior
were adapted from [23, 24]. Statements related to finan-
cial behavior were adapted from [34].

Family financial socialization

The item scale used to measure family financial sociali-
zation consists of 14 questions. Statements were adapted
from [18, 31, 43].

Target population

In this study, the idea of choosing employees of the finan-
cial institution as target population was based on the
assumption that most of them will be having a business
background, finance literate as compared to the employ-
ees working in other sectors, will be having on-job expe-
rience of finance as well. So, it will be of great interest to
examine their financial behavior. Previous studies have
not considered this point and mainly focused their stud-
ies on the financial behavior of students.

Unit of analysis
The unit of analysis taken in this research study was
“individual” as this is related to their financial behavior.

Data collection

The respondents were contacted personally by going to
each institution, and for responses, the questionnaire was
given directly by hand to the respondents.

Location of the study

Data for the research were gathered from the employ-
ees working in the city of Lahore. Lahore is the second-
largest city of Pakistan in terms of population and as a
business hub. All type of financial institutions has their
offices in the city.
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Table 1 Reliability statistic
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Table 2 Descriptive statistics

Scale Cronbach’s alpha No. of items Demographics Categories Frequencies Percentage
Financial literacy 0.859 21 Gender Male 229 69.4
Family financial 0.789 14 Female 101 306
Socialization Age <25 64 194
Financial behavior 0.878 29 25-35 217 65.8
Over all questionnaire 0.924 64 36 and Above 49 14.8
Marital status Married 172 52.1
Single 158 479
Sampling technique Background Urban 249 755
. . . . . Rural 81 245
A convenience sampling technique is used for this o .
. . . Qualification Graduation and 174 52.7
research study. Convenience sampling is a form of non- Below
probability sampling, where only those participants of the Graduation
target population are counted in who meet definite prac- MS/MPhil and 156 473
tical criteria, for instance, ease of access and geographi- Above
cal vicinity is considered [5]. In the convenient sampling Commercial Bank 255 773
technique, a subset of the population that is conveniently  |nstitution Leasing Company 3 09
available is used for data collection. Investment Bank 18 5.5
A sample of 330 employees was selected using conveni- Modaraba 12 36
ence sampling for this research study. Primary data were Other 4 12.7
collected through a questionnaire by visiting each office < Rs. 50,000 188 57
personally. Section “A” of the questionnaire consisted of  Monthly income Rs. 50,000—Rs. 03 282
questions related to demographics including gender, age, 75,000
marital status, background, qualification, institution, Rs.75,001-Rs. 25 7.6
monthly income, father’s education, and father’s occupa- 100,000
tion of employees. Section “B” of the questionnaire con- > Rs. 100000 24 /3
sisted of questions related to Financial Literacy, Financial Below Graduation 124 376
Behavior, and Family Financial Socialization. Father's Education  Graduation 128 388
MS/M.Phil and 78 236
Statistical techniques Above
IBM SPSS version 23.0 was utilized for processing and Own Business 109 33
analyzing the data gathered through questionnaires. Fol- Father's Occupation  Private Sector 108 327
lowing are the statistical procedures that were imple- Public Sector 83 252
Landlord 30 9.1

mented for the testing of hypotheses and intended for
examining the various other aspects.

Reliability Test

Descriptive Test

Parametric Test

T test and ANOVA

Normality Test

Correlation Analysis

Mediation Analysis (Sobel test & SmartPLS 3.0)

N OO W e

Analysis and interpretation of data

Reliability analysis

The total alpha value of Cronbach for financial literacy,
family financial socialization, and financial behavior scale
in Table 1 was 0.924, which is greater than the alpha=0.7

benchmark, suggesting that the questionnaire is valid and
has internal consistency.

Descriptive statistics

Table 2 shows the demographic features and the fre-
quencies of the employees of financial institutions who
had taken part in the research. After examining the data,
it can be concluded that 69.4% of the respondents were
male and 30.6% were females from the total number of
330 respondents. The majority (85.2%) of the employees
are below the age of 36, which indicates that the majority
of the employees are young or in the middle age group. A
majority (52.1%) of the employees are married and, 75.5%
of the employees belong to the urban area. 52.7% of the
employees have Graduation qualification and, 77.3% of
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Test variable

Grouping variable

Financial behavior
Financial behavior
Financial behavior
Financial behavior
Financial behavior
Financial behavior
Financial behavior
Financial behavior
Financial behavior

Gender
Background
Marital status
Quialification

Age

Institution
Monthly income
Father's education

Father’s occupation
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P value Test applied Result
0.998 Independent t test Accepted
0.201 Independent t test Accepted
0.322 Independent t test Accepted
0483 Independent t test Accepted
0429 One-way ANOVA Accepted
0.873 One-way ANOVA Accepted
0.095 One-way ANOVA Accepted
0476 One-way ANOVA Accepted
0.079 One-way ANOVA Accepted

Table 4 Pearson correlation between financial literacy, financial
behavior and family financial socialization

Variables Financial literacy Family
financial
socialization

Financial literacy

Family financial Socialization 0.379**

Financial behavior 0.548** 0.647**

the employees work in commercial banks. 57% of the
employees have a monthly income below Rs. 50,000. The
majority (38.8%) of the employees’ fathers have a gradu-
ation qualification. 33% of the employees’ fathers have
their own business.

Hypotheses testing—parametric analysis

Two different parametric tests for significant mean dif-
ferences were applied to discover the effect of demo-
graphic variables on the financial behavior of employees
in financial institutions of Lahore. Independent sample ¢
test (two-sample mean) and one-way ANOVA (multiple
samples mean) were implemented, considering the level
of significance at a =0.05 [5] as shown in Table 3.

Independent t test

In Table 3, relative to financial behavior, the p value
results for gender, background, marital status, and quali-
fication are 0.998, 0.201, 0.322, and 0.483, respectively,
which is greater than 0.05. We therefore reject alternative
hypotheses from H1 to H4 and it is concluded that given
their gender, background, marital status, and qualifica-
tion in financial institutions, there is no difference in the
financial behavior of employees.

One-way ANOVA
The significance value in Table 3 for age, institu-
tion, monthly income, father’s education, and father’s

occupation contrary to financial behavior are 0.429,
0.873, 0.095, 0.476, and 0.079, respectively, which shows
that the p values are greater than 0.05 indicating we reject
alternative hypotheses H; to Hy so we concluded that
there is no difference in the financial behavior of employ-
ees from a different age, institution, monthly income,
father’s education and father’s occupation groups in
financial institutions.

Correlation analysis

Financial literacy has a positive relationship with depend-
ent variable financial behavior as it shows the value of
Pearson’s correlation coefficient is r=0.548 and signifi-
cance value of p is 0.000 which is less than 0.01, so we
reject Hy;, and accept alternate hypothesis and can say
that there is a positive relationship between financial lit-
eracy and financial behavior (Table 4).

Financial literacy shows a positive association with
mediator family financial socialization as it shows the
value of Pearson’s correlation coefficient is »=0.379 and
significance value of p is 0.000 which is less than 0.01, so
we reject Hy;; and accept H;; and can say that there is a
positive association between financial literacy and family
financial socialization.

Family financial socialization is also positively cor-
related with financial behavior as it shows the value of
Pearson’s correlation coefficient is r=0.647 and signifi-
cance value of p is 0.000 which is less than 0.01, so we
reject Hy;, and accept alternate hypothesis and can say
that there is a positive association between family finan-
cial socialization and financial behavior.

Mediation analysis

When the relationship between the predictor variable
and criterion variable is defined using a third variable
(mediator) this process is called mediation [21]. Family
financial socialization is used as a mediator in our study
to explain the association between financial literacy and
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FINANCIAL
SOCIALIZATION

1.602 (0.000)

0.415 (0.000)

0.176 (0.002)

Fig. 2 Mediators Impact—Results using SmartPLS 3.0

Table 5 Relationship between variables

Family financial socialization

Total effect Total effect

Financial behavior

Direct effect

Indirect effect

value

Family financial socialization - 0.602
0.602 -
0415 0426

Financial behavior
Financial literacy

0.250

0.176

0.000
0.000
0.000

Table 6 Relation between IV, DV and mediator

Original
sample (o)

Sample mean (m)

Standard

deviation (stdev)

T statistics (|o/
stdev|)

P values

0.602
0415
0.176
0.250

0.602
0432
0.182
0.260

Family financial socialization—financial behavior
Financial literacy— family financial socialization
Financial literacy— financial behavior

Financial literacy— family financial
socialization—financial behavior

0.053
0.061
0.06

0.037

11.329
6.819
2928
7677

0.000
0.000
0.004
0.000
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financial behavior. For that purpose, we have used Smart-
PLS 3.0.

The variables and mediator used in this study are
explained below:

(X) Variable = Financial literacy
(Y) Variable = Financial behavior
(M) Variable= Family financial socialization

Pathway a: Financial literacy predicting family financial
socialization

Pathway b: Family financial socialization predicting
financial behavior

Pathway c: “Total effect of financial literacy on financial
behavior” before mediation.

Pathway c”: “Direct effect of financial literacy on financial
behavior” after mediation.

Pathway a*b="“Indirect effect of financial literacy on
financial behavior” through mediator family financial
socialization (Fig. 2).

Tables 5 and 6 show the relationship between an inde-
pendent variable, a dependent variable, and the mediator.

As the total effect is significant and remains significant
for direct effect as well, but it shows a reduction in a beta
value, this indicates the existence of a partial mediation
[28].

Indirect effect, i.e., total effect minus direct effect that
is (0.426 - 0.250=0.176) as shown in Table 5. Therefore,
we accept H, which says that there is a partial mediating
effect of family financial socialization among financial lit-
eracy and financial behavior of employees in the financial
institutions.

Findings of the research
The prominent outcomes of this research study are
explained below:

Outcomes on employees’ demographics in financial
institutions

The majority of the respondents in this study were men,
2299 of whom were (69.4 percent). Of the respondents,
281 (85.2 percent) were below the age of 36, which means
that the majority of workers are young or in the middle
age group. 172 of the respondents were married (52.1
percent). A very high number of respondents were from
urban areas, i.e., 249 (75.5 percent). Graduates consti-
tuted 174(52.7 percent) of respondents from financial
institutions. Graduation was also the qualification of the
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fathers of 128(38.8 percent) respondents. Most of the
respondents operated in commercial banks, including
traditional as well as Islamic banks, with 255 (77.3%). Of
the respondents, 188 (57 percent) have a monthly income
below Rs. 50,000. Fathers of 109 (33%) respondents were
running their own business. The above-mentioned data
show the complete profile of the respondents.

Outcomes on financial behavior with demographics

in financial institutions

There was no difference in the financial behavior of male
and female respondents. The financial behavior of the
respondents of different family backgrounds and mari-
tal status, different qualifications, different age groups,
employed in different types of financial institutions, dif-
ferent income groups, different qualifications of their
fathers, and different occupations was also the same.
This study is very interesting and reveals the similari-
ties between the respondents in terms of their financial
behavior from different angles.

Conclusion

This research work is mainly intended for studying the
“relationship between financial literacy and financial
behavior” and what influence family financial socializa-
tion brings as a mediator on this relationship. Descriptive
Analysis was used to study the financial literacy, finan-
cial behavior, and family financial socialization of the
employees of financial institutions. Parametric Tests were
utilized to examine the means of group differences for
demographics with the financial behavior of employees in
financial institutions. Research outcomes show that there
are no differences in the financial behavior of employ-
ees considering all demographics. This finding validates
the findings of Dzomonda and Fatoki [11] according to
which demographic features considering gender and age
do not show any dissimilarity in the financial behavior
of country-side businesspersons. Parents who showed
good financial behavior to their children, their children
also tend to have sound financial behavior [40]. Whereas,
according to Ahmad et al. [1] parents’ behavior and atti-
tudes have a part in shaping their child’s financial behav-
ior. Results of earlier research findings coincide with
the results of our research analysis using SmartPLS; the
existence of indirect effect and also shows that there is
a partial mediation in the relationship between financial
literacy and financial behavior. Therefore, based on the
results it is concluded that financial literacy is directly
as well as indirectly related to the financial behavior
of employees, and a rise in financial literacy brings an
increase in family financial socialization which fur-
ther contributes to improving the financial behavior of
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employees. Our finding also validates the findings of ear-
lier research by Beutler & Dickson [6], Allen [2] which
concludes that individuals’ socializing is by observing
their family specially their parents, by participating in
financial practices, and by getting instructions from fam-
ily. Our research concludes that both financial literacy
and family financial socialization determine the financial
behavior of individuals.

Limitations of the research

This research was valuable in terms of its contribution to
the financial literacy and financial behavior of employ-
ees in the financial institutions of Lahore, Pakistan. On
the other hand, it would be worthy of recognizing that
there were some limitations in this research which are
described below:

1. The size of the sample in this examination is only
restricted to the 330 employees of financial institu-
tions which may not signify the nationwide employ-
ees of financial institutions.

2. This research study is only restricted to the employ-
ees residing in one city of Pakistan, i.e., Lahore.

3. The technique of convenience sampling is imple-
mented in this research and therefore this technique
of sampling has its constraints.

4. This research has been directed under usual condi-
tions, and any modification in the financial institu-
tions’ circumstances has not been measured which
brings a substantial impact on employees’ financial
behavior.

5. Many of the employees were not accessible because
of their hesitancy. Some employees are not willing
to participate in the research because of their hectic
schedules.

Recommendations of the research

1. For further research, qualitative research techniques
should be used to get an in-depth analysis of financial
literacy and financial behavior.

2. This research can be conducted in different towns
in Pakistan to examine the financial behavior of
employees.

3. This research can be conducted in other institu-
tions, i.e., educational institutions, manufacturing
and retailing institutions, and in different software
houses.

4. Factors explained in this research study for financial
literacy, and financial behavior can be utilized for
further analysis to get in-depth facts.
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5. It has been witnessed in this research that enhanc-
ing family financial socialization improves financial
behavior. Further research can be conducted for
evaluating the methods of enhancing family financial
socialization and its influence on financial behavior.
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