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Abstract 
This study is aimed at the critical role of digital and financial literacy in enhancing financial resilience with a 
specific focus on the context of Pakistan. The research objectives include examining the effects of digital 
literacy, financial literacy, and financial inclusion on financial resilience in line with exploring the moderating 
influence of Value-Based Intermediation (VBI) on these relationships. The comprehensive literature review 
delves into the intricate dynamics of financial resilience, financial literacy, digital literacy, and its impact on 
financial inclusion, shedding light on the growing demand for digital literacy and the significance of Value-
Based Intermediation. The findings of the study underscore the pivotal significance of financial literacy in 
augmenting financial resilience, revealing that individuals with higher levels of financial literacy demonstrate 
greater financial resilience. Similarly, the study highlighted the positive impact of digital literacy on financial 
resilience, emphasizing the role of digital literacy in facilitating efficient financial management employing 
digital financial services and tools. Moreover, this research weighs into the existing body of knowledge by 
evolving a multidimensional measure for digital literacy and evaluating the corollaries and impacts of 
financial literacy. The study's cross-national approach provides valuable insights into countries with varying 
national policies regarding financial inclusion, financial literacy, and digital literacy, offering implications for 
policymakers and financial institutions. In conclusion, the study emphasizes the significance of digital and 
financial literacy in fortifying financial resilience in Pakistan. The findings hold substantial implications for 
policymakers, financial institutions, and individuals, advocating for targeted efforts to enhance digital and 
financial literacy in the country to foster greater financial resilience and well-being. 
Keywords: Financial Resilience, Financial Literacy, Financial Inclusion, Financial Institutions. 

INTRODUCTION 

In recent years, the concept of financial inclusion has experienced significant 
growth in terms of establishing global monetary stability. This objective may be 
accomplished through increasing one's resilience and limiting one's exposure to 
danger. The bulk of government efforts aimed at promoting financial inclusion have 
expanded and now seek to increase living standards as well as develop more 
financially secure and tolerant societies. This claim has been made by a number of 
academics. Almost 1.7 billion individuals are still unable to use traditional financial 
services. More than 75% of people globally lack access to legitimate financial 
institutions, with the bulk of those people living in impoverished nations. Countries with 
a low birth rate and a high infant mortality rate are disproportionately affected by this 
problem. If more individuals had access to financial institutions, the number of people 
who could save money, acquire loans, purchase assets, and protect themselves from 
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risk would rise. Women, those living in economically disadvantaged regions, and those 
with lesser incomes are among society's most vulnerable populations. As a result, 
boosting people's ability to react correctly to threats has quickly emerged as a top 
worldwide priority. 

What precisely do we mean when we speak about "building financial resilience"? 
In the financial sector, insecurity and stability go hand in hand. Understanding the 
vulnerabilities that emerge from risk exposure and a lack of resources suitable for the risk 
being taken is the first step toward developing fiscal resilience (Boachie & Adu-Darko, 
2022). Some families may be less prepared to cope with adversity as a consequence of 
unexpected shocks such as a family member's sickness or death, job loss, the occurrence 
of a natural catastrophe, crop failure, or animal loss. Any of these factors may impair a 
family's capacity to prepare for and react to disaster. In an ideal world, families would be 
able to meet unexpected expenses by drawing on savings, borrowing, getting payouts 
from insurance plans, or receiving presents from well-wishers. On the other hand, owing 
to low savings rates and inefficiencies in the insurance and loan sectors, certain 
populations have difficulties creating a buffer against these risks. To attain this goal, 
increasing access to resources, such as fairly priced and well-planned financial services, 
is expected to make it easier to acquire the tools needed to create resilience in the face 
of economic shocks. Yet, only a small percentage of families have fair access to existing 
economic possibilities. Economically disadvantaged groups are the most susceptible 
because they are compelled to depend on coping techniques that typically result in long-
term financial insecurity and poor developmental consequences, generating several 
obstacles to financial inclusion. As a result, economically disadvantaged people are the 
most susceptible. People who are economically disadvantaged are more vulnerable to 
damage because they encounter more difficulties in gaining access to formal financial 
institutions (Stephens et al., 2019). Using extreme measures such as fasting, liquidating 
valuables, or accruing unsustainable amounts of debt are examples of significant types 
of coping mechanisms. Participation in the financial system boosts a low-income family's 
ability to respond to changing circumstances and reduces the negative consequences of 
shocks (Agbodjan et al., 2022). 

Demand for digital financial services, often known as DFS, has increased in recent 
years. They are widely regarded as one of the most effective means of increasing 
people's access to banking services and encouraging a higher number of people to utilize 
the accounts they have. Despite the fact that more than 67 percent of the world's 
population possesses a mobile phone, DFS has witnessed substantial growth in many 
developing nations as a direct consequence of the rise in mobile phone users. This has 
been the most significant element in DFS's spectacular ascent in numerous regions 
(Quang, 2022). More specifically, Pakistan has seen a rapid "leapfrogging" away from 
traditional financial institutions (such as banks and ATMs) and toward DFS. This is known 
as a "leapfrog." Individuals all around the globe may now use their mobile devices to 
access and carry out a range of digital financial operations, owing to the so-called "digital 
financial revolution" (Martzoukou et al., 2020). 
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In comparison to many affluent nations, Pakistan has traditionally had low levels 
of financial literacy. Only 13% of Pakistani adults, according to a 2017 World Bank report, 
held a bank account. It has been difficult because of the low degree of financial inclusion. 
However, in recent years, there has been a rising focus on enhancing financial inclusion 
and literacy. To reach unbanked communities, the government has established financial 
inclusion efforts, including mobile banking services, in partnership with private sector 
organizations. As more people in Pakistan have access to the internet and mobile 
devices, there has also been a growth in digital literacy, especially among younger 
generations. The increase of digital literacy has been aided by government and private 
sector initiatives, while there are still difficulties in reaching distant and neglected 
communities. 

In the modern economy, it is crucial that everyone has access to regulated financial 
services. People may invest, borrow, and save thanks to it. People without access to 
regulated financial services sometimes have little choice but to cooperate with dishonest 
lenders who lock them into debt at rates they cannot pay. In the worst circumstances, 
these loans enslave emerging nations to debt. Individuals and national economies benefit 
from financial inclusion. It promotes economic expansion and aids in the broader 
economic documentation. 

There hasn't been a lot of research done on the true effect that digital literacy has 
on financial behavior, particularly when contrasted to and combined with financial literacy. 
This research is significant because it is one of the first to look at the relationship between 
people's degrees of digital and financial literacy and their ability to modify their personal 
financial conditions. We utilize data from the Intermedia Financial Inclusion Insights (FII) 
surveys, which were conducted in seven different countries and looked at the impact of a 
range of financial habits on resilience in the face of hardship. 

The G20 leaders agreed on the "G20 High-level Guidelines for Digital Financial 
Inclusion" in 2016. Governments can develop plans for leveraging digital technology 
to boost financial inclusion activities by starting with these ideas as a starting point 
and using them as a guide. The G20 leaders committed to follow these principles in 
2016. Each of the eight guiding principles described in the G20 Communiqué is 
followed by a list of proposed activities that individual nations might take to put that 
concept into action. 

There is a scarcity of research on the specific mechanisms that lead to the increase 
of financial literacy and financial resilience. A number of studies have shown a positive 
relationship between financial literacy and financial resilience; however, little research 
has been done on the particular processes through which financial literacy increases 
resilience. It is unclear, for example, whether improving one's financial literacy increases 
one's financial resilience through increasing access to diverse financial resources, 
improving one's ability for financial planning and decision-making, or by some other 
process (Musa et al., 2022). Finally, objectives of the study are as follows; 
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1. To examine the effect of digital literacy on financial resilience  
2. To examine the effect of financial literacy on financial resilience  
3. To examine the effect of financial Inclusion on financial resilience 
4. To examine the moderating effect of Value-Based Intermediation (VBI) on 

relationship of digital literacy and financial resilience  
5. To examine the moderating effect of Value-Based Intermediation (VBI) on 

relationship of financial literacy and financial resilience  
6. To examine the moderating effect of Value-Based Intermediation (VBI) on 

relationship of financial Inclusion and financial resilience 

LITERATURE REVIEW 

The notion of financial inclusion has evolved into a strong foundation for the 
development of global financial stability. This is done through increasing resilience and 
decreasing risk exposure. Women, rural residents, and those with lower incomes are 
among the most susceptible categories (Soni et al., 2017). As a consequence, building 
people's resilience to environmental, social, and economic risks has swiftly risen to the 
top of the global priority list. What precisely does "develop financial resilience" imply? One 
of the first steps in developing financial resilience is being aware of the vulnerabilities that 
arise as a result of risk exposure and a lack of sufficient resources (Consearo, 2021). 
Some families may be less equipped to cope with adversity as a consequence of 
unexpected shocks such as a family member's illness or death, job loss, the occurrence 
of a natural disaster, crop failure, or animal loss. Families in an ideal world would be able 
to rely on their savings, loans, insurance payments, and gifts from friends and relatives. 
Not all families, however, have equal access to financial services. Economically 
disadvantaged groups are particularly susceptible because they must depend on coping 
techniques that might lead to long-term financial insecurity and poor developmental 
effects. Low-income people are especially susceptible since they must overcome several 
obstacles before they can get access to the financial system (Rickard, 2022). Extreme 
activities include cutting down on meals, selling things, and accruing unsustainable debt. 
Becoming financially active in the economy is one of the most important things low-
income families can do to lessen their vulnerability and boost their capacity to adapt to 
change (Kiburu & Mungai, 2022). 

Nowadays, a range of measures are being used to enhance the performance 
of national financial inclusion initiatives and, as a consequence, create increased 
financial resilience. In addition to opening bank accounts, current initiatives promote 
the use of a wide variety of financial services. Some of these goods may include: 
The ability of an individual to receive and utilize financial services is contingent on 
learning personal finance management knowledge, information, skills, attitudes, and 
behaviors. This is due to a lack of information, skills, attitudes, and behaviors 
required to engage in and benefit from these programs. As a consequence, almost 
all national initiatives aimed at boosting access to financial services incorporate 
financial education. 
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Financial Resilience and Financial Literacy 

The fourth quarter of 2008 saw GDP declines in numerous countries, including 
Brazil, China, India, the US of America, Russia, Germany, and the United Kingdom; this 
prompted central banks across the world to pump massive amounts of money into the 
global financial system to keep it afloat (Mishra et al., 2022). 

While small investors were being courted as part of broader initiatives to increase 
financial inclusion, more work needed to be done in this area to help people of all financial 
standings make informed decisions. One of the most essential lessons learned from the 
recent economic crisis is that a country's financial institutions serve as the very backbone 
of its economy and must be safeguarded at all costs. Therefore, the organizations in 
charge of economic growth are now focusing on making their changes a reality. 

International policymakers are starting to worry about the pervasive lack of financial 
literacy and its evident and important connection to poverty (Kayongo et al., 2021). Adults' 
lack of access to basic financial services was shown to have a substantial impact on a 
country's economic development and prosperity, as it discouraged formal savings and 
contributed to lower levels of income inequality. One of the inferences made from this 
finding was that (Flanding et al., 2018). Because of this, the World Bank and its 34 
governmental and private sector partners developed a lofty goal plan for financial inclusion, 
dubbed "Universal Financial Access 2020." (Shohel et al., 2021). This is what prompted 
the UN to create its Sustainable Development Goals (SDGs) (UN SDG). The World Bank's 
UFA 2020 strategy called for more access to financial services for consumers so that they 
may save more money and engage in other financially healthy behaviors. If people had 
easier entry into the banking system, this might have been accomplished. 

There is also a growing body of literature that demonstrates the connection between 
other demand side features, such as socioeconomic and demographic factors, and 
financial inclusion in various regions throughout the world. Multiple articles have referenced 
this study (Nedungadi et al., 2018; Yip et al., 2022). Some of these studies have 
emphasized marital status and other socioeconomic factors as contributors to financial 
inclusion, while others have focused on consumption, income, social capital, health, 
education, and race. To confirm the importance of income and education in account 
ownership, researchers analyzed data from 123 countries, and discovered the importance 
of family education in financial inclusion. Data from 143 countries were utilized to conclude 
that national and regional income disparities affect people's access to financial services. 

Does Financial Inclusion Lead to Resilience? 

The present body of research suggests four key paths via which financial inclusion 
through a range of financial service solutions might strengthen resilience. To begin, clients 
may employ financial services to assist them in making profitable investments in the face of 
risk. People are constrained to low-risk, low-reward hobbies that are less likely to improve 
their future income and wealth in the absence of safety nets such as bank accounts, loans, 
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and insurance. Households may utilize their savings or loans to make long-term investments 
in their companies, farms, education, and health to offset the consequences of future shocks 
(Boachie et al., 2022). These families may be less vulnerable to future shocks if they invest 
in high-risk, high-reward investments (Stephens et al., 2019). Second, investing in steps that 
reduce vulnerability may strengthen a community. Several scholars have advocated the 
concept of savings as informal insurance to encourage individuals to adjust their risk 
preferences and pursue risk-reducing investments (Agbodjan et al., 2022). Households may 
reduce their sensitivity to shocks by investing credit or savings in risk-reducing technologies 
for use in business or agriculture. Tools for agricultural development and company 
management are two examples of such technologies (Mbeteh & Pellegrini, 2022). 

The third option for increasing resilience is to utilize financial services to better 
prepare for shocks. Individuals may self-insure by generating a financial cushion that can 
calm consumption in the event of a shock by having access to low-cost liquid savings 
accounts. Finally, if something awful does happen, financial services may be employed 
to deal with the fallout. People from marginalized areas may be pushed to use less-than-
ideal coping techniques when they lack access to mainstream financial resources, as 
previously indicated. DFS can drastically lower transaction costs in both time and money. 
It may also widen one's social network, which may be depended on for assistance during 
times of distress (Martzoukou et al., 2020). 

However, financial services such as savings accounts, credit cards, insurance policies, 
and internet payment systems, according to the new article, may boost resilience (Ozili, 2022). 
However, further research is needed to uncover the processes through which financial 
inclusion promotes resilience and to identify the policy levers required to eliminate the 
impediments that are now impeding the path to financial resilience. This will help us understand 
the link between financial inclusion and resilience better. Demand for financial services is low 
in developing countries and among marginalized individuals for a variety of reasons, including 
social inequality, informational biases, transaction costs, and liquidity constraints (Wilson, 
2022). This study seeks to address a knowledge vacuum by investigating the relationship 
between digital and financial literacy and resilience-building practices, the latter of which has 
gotten less attention so far. "Digital and financial literacy" refers to the ability to grasp and 
handle one's financial situation as well as one's digital footprint. 

Financial Literacy and the Road to Financial Resilience 

According to research, those who understand personal finance have healthy 
financial habits. These same studies, however, have shown that financial literacy is low 
globally and that there are large inequalities within demographics, particularly among 
economically disadvantaged groups (Webber & Scott, 2013). Almost all of these research 
examined people's views and behaviors about savings, investments, and retirement 
planning by analyzing microdata collected from individuals in the US or Europe. Several 
studies have been conducted on borrowing behavior (Smith et al., 2020). In different 
nations, financial literacy may have varied impacts on social inclusion, and one research 
(Musa et al., 2022) used macro-level data to investigate these possibilities. 
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Researcher explored the relevance of financial literacy in the Lao People's 
Democratic Republic, which has a low-income economy. They observed that, even after 
correcting for the predicted endogeneity of financial literacy, people's proclivity to save 
money and ability to participate in the financial system were positively and substantially 
influenced by their degree of financial literacy. In addition, a recent study conducted by 
the OECD and the Institute for Financial Education (INFE) examines the financial literacy 
levels of the Asia-Pacific Economic Cooperation (APEC) member countries (APEC). The 
study emphasized the need to include other forms of financial education inside DFS 
(Consearo, 2021). 

However, to make intelligent financial choices and build good financial practices, 
one must have the necessary information and talents. This need is central to all definitions 
of "sound financial practices." Researchers have often utilized a performance-based 
method to assess a person's financial literacy. To that purpose, surveys using this method 
often ask participants to choose the best answer from a list of options or to indicate 
whether a particular statement is true or false (Kiburu et al., 2022). These conventional 
modes of evaluation have long been respected for their capacity to give an impartial 
assessment of a person's cognitive financial capability. Despite its broad acceptance as 
the gold standard for testing financial literacy, various flaws have been revealed. These 
issues are caused by potential errors and question-specific sensitivity (Reddy et al., 
2023). Self-evaluations of respondents' financial literacy and competence have also been 
employed in studies. Here's an example sentence: Objective measurements are not 
always the best choice, particularly when comparing measures based on exams to those 
based on respondents' estimates of their financial literacy and expertise. Subjective 
financial literacy and competency measurements (Faugoo & Onaga, 2022). Regardless, 
it has been shown that both established and self-reported indicators are connected with 
solid financial behaviors. However, this combination has only been employed in a few 
studies. In response, we contribute to the research on financial literacy and inclusion by 
investigating the interaction between real and self-reported levels of financial literacy and 
their effect on consumer choices using a two-part measure (Misra et al., 2021). 

The Growing Need for Digital Literacy 

The introduction of DFS has underlined the need for digital literacy. In contrast to the 
relevance of financial literacy, the value of digital literacy has not been investigated as fully, 
if at all, via rigorous investigation. The key emphases of current research on the factors and 
heterogeneities associated with the adoption of DFS have been financial literacy (Biche & 
Wolf, 2022) and risk preferences. Researchers estimated a structural equation model (SEM) 
utilizing a formative construct using partial least squares (Xiao et al., 2022). They discovered 
a link between financial literacy, the usage of digital financial product platforms, and financial 
inclusion. Furthermore, it was shown that the use of digital financial products moderates the 
association between internet use and financial inclusion, as well as the relationship between 
financial literacy and financial inclusion. As a result, the authors concluded that educating 
individuals on how to manage their money wisely is an excellent strategy to advance the 
aims of financial inclusion, lessen the risks associated with it, and increase the use of DFS. 
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Despite the study's small sample size (only 218) from various sections of the People's 
Republic of China, data from this line of research highlights the necessity for financial literacy 
to be broadened to include digital literacy (Goyal et al., 2021). 

There is a critical paucity of research that precisely investigates how digital literacy 
influences financial choices. Few research, however, has utilized survey data to investigate 
the effects of DFS, especially mobile money, on the livelihoods and well-being of families in 
underdeveloped nations. Access to and usage of mobile money services may reduce the 
severity of poverty in the face of negative income shocks or natural disasters, as well as 
smoothing out expenditures. Several studies that looked at the influence of DFS on savers' 
activities found that mobile money users were more inclined to save, made more transfers, 
and utilized less non-formal channels to save. The usage of mobile money has also resulted 
in a significant increase in monetary payments (Kakinuma, 2022). Although the most study 
has shown that using mobile money reduces the chance of being poor or saving money, two 
new studies find the contrary to be true. Several pieces of research have been conducted to 
examine the positive influence of mobile money on formal and informal kinds of borrowing 
(Nedungadi et al., 2018; Yip et al., 2022). 

Digital Literacy and Financial Resilience 

A fresh approach is used to examine a different aspect of the company's financial 
health. The primary issue of McKnight and Rucci's research was the availability of financial 
reserves (2020). According to authors, having enough savings is a good sign of financial 
resilience, even though it is just one of the components of financial resilience identified by 
Salignac et al. Despite the fact that, as Salignac et al. point out, having a good emergency 
fund is just one of the elements that contribute to financial stability (2019). This is due to the 
fact that people who have built up a significant emergency fund are less likely to go into debt 
in order to get by during difficult times. We asked participants what percentage of their income 
was left over after paying all of their expenses and taxes to see whether they were saving 
enough money. The answer might fall into one of five possible categories. The following 
ranges are available: less than 5%, between 5% and 10%, between 10% and 20%, between 
20% and 35%, between 35% and 50%, and more than 50%. It is often assumed that those 
with greater financial resources are better able to recover from losses. 

Possible explanations for these observations. Researchers in these studies 
argued that demographic and socioeconomic characteristics, as well as prior experience 
with monetary and technological systems, may explain their findings. A common seven-
question exam is used to measure a person's financial literacy. Money's buying power 
over time, loan interest, the distinction between simple and compound interest, the link 
between risk and return, and the method of hedging one's bets are all issues that might 
be investigated. Respondents may pick one of the prepared responses or input "I don't 
know" as an answer throughout the response method. Each correctly answered question 
will be worth one point. The final test score might range from zero to seven on a seven-
point scale. A 0-2 score shows a lack of financial understanding; a 3-4 score suggests 
some financial knowledge; and a 5-7 score indicates a high level of financial knowledge. 
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Ownership of financial goods and usage of banking services may both be used to 
assess a population's degree of financial inclusion. Consumers' dependence on the 
financial system may be classified into three categories, based on whether they get their 
goods and services from a single institution, many institutions, or no banks at all. The 
reference group is made up of the products and services of many firms. In conducting a 
research of their levels of financial product holdings, it is critical to ask respondents 
whether they have any type of bank account, loan account, credit or debit card, insurance 
or takaful product, investment product, or retirement product. A weak product holding 
would consist of two things, a moderate product holding would consist of three to four 
items, and a strong product holding would consist of five or more items. 

During the research, several forms of socio-demographic information were used 
as controls. Males and women are both included in the study, albeit males are counted 
as one and females as zero for statistical reasons. There are six age groups to select 
from: Those under the age of 24, those between the ages of 25 and 29, those between 
the ages of 30 and 39, those between the ages of 40 and 49, those between the ages of 
50 and 59, and those above the age of 60. 

Value Based Intermediation 

Value-Based Intermediation (VBI) is a financial approach that aligns banking and 
financial practices with ethical, social, and environmental values, aiming to create a positive 
impact on society while maintaining financial profitability. Value-based intermediation (VBI) 
is an approach to banking and finance that seeks to align financial activities with social, 
environmental, and ethical values, while also pursuing financial returns. In other words, VBI 
aims to integrate non-financial considerations, such as environmental and social impact, into 
financial decision-making. In a VBI framework, financial institutions focus on creating 
economic value without compromising ethical considerations. In terms of current study, it is 
reported in Figure 1 along with the hypotheses. 

 
Figure: 1 Conceptual framework. 

http://www.pollsterpub.com/
https://www.ncbi.nlm.nih.gov/pmc/articles/PMC9982767/figure/Fig1/


Pollster j. acad.res. 10 (01) 18-40, 2023 
© Pollster Journal of Academic Research, Pollster Publications 

ISSN: 2411-2259, 2023, Vol (10), Issue (01) 
www.pollsterpub.com 

P a g e  27 | 40 

H1: Digital literacy has a significant on financial resilience. 
H2: Financial literacy has a significant on financial resilience. 
H3: Financial Inclusion has a significant on financial resilience 
H4: Value-Based Intermediation (VBI) has a significant moderating on relationship of 
digital literacy and financial resilience. 
H5: Value-Based Intermediation (VBI) has a significant moderating on relationship of 
financial literacy and financial resilience. 
H6: Value-Based Intermediation (VBI) To examine the moderating effect of Value 
relationship of financial Inclusion and financial resilience. 

METHODOLOGY 

This study will use a cross-sectional research design to collect data from a single 
point in time. A questionnaire survey will be used to collect data from a sample of 
individuals. The study will use a probability sampling technique to ensure that the sample 
is representative of the target population. The target population will be individuals aged 
18 and above, living in urban areas, and with basic financial literacy. The sample size will 
be determined using a power analysis to ensure that it is sufficient to achieve the research 
objectives. Sample size is 300 respondents. 

Factors that are dependent on one another The concept of financial resilience is 
alive and well because it considers an individual's ability to recover after receiving a 
negative financial shock. Longitudinal data are required in practice to record people' 
financial condition at the time of the shock and to evaluate their abilities to deal with it in 
the years that follow. Measures are given in Table 1. 

Table 1: Measures. 

Variable Name Measuring Scale Author/Source 

Digital Literacy Likert Scale (1-5) Anderson, T. et al. (2011) 

Financial Literacy Composite Score 
Lusardi, A. & Mitchell, O.S. 

(2011) 

Financial Inclusion 
Binary (1/0), Index, or 

Score 

World Bank (Global Findex 

Database) 

Value-Based Intermediation 

(VBI) 
Likert Scale (1-5) 

Hamdan, A. & Mahfouz, T. 

(2017) 

Financial Resilience 
Composite Score or 

Index 
Gudmunson, C. et al. (2012) 

Such an analysis requires a large expenditure of both time and money. As a result, 
cross-sectional analysis is often employed to investigate people's economic resilience. 
The OECD recommends that five key factors of a company's financial soundness be 
considered. Table 1 lists the survey questions used to assess each component of 
financial resilience. The first component, known as Resil 1, is focused with financial 
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management. This component addresses issues related to financial planning and budget 
management. 

DATA ANALYSIS 

Depending on the questions used, the individual's raw score for Overall Resilience 
might range from 13 to 53 points. The grading scale does not remain consistent 
throughout all of the many components. To obtain a general indication of how well 
respondents fared on each subscale, divide their scores on that subscale by the overall 
value of the subscale, then multiply by 53. This offers us an idea of how respondents 
performed on each subscale. (the greatest possible overall resilience score). Total 
Resilience may be calculated by summing the weighted scores for each of the five criteria 
in question. As a result, we assumed that each constituent contributes the same amount 
to the system's ability to withstand the impacts of financial shocks. The weighted 
components of the financial resilience factor may have a broad range of values, ranging 
from 2.12 to 10.6, with 10.6 being the average. Based on these values, the score for each 
component is classified as low, medium, or high. The range has been divided into three 
unique sections for this particular goal. A score of 2.12 to 4.95 is assigned a low (0) value, 
a score of 4.96 to 7.79 is assigned a medium (1) value, and a score of 7.8 to 10.6 is 
assigned a high (2) value. (2). Meanwhile, the possible values for the weighted value of 
Overall Resilience range from 13.22 to 53. The total resilience score may be given to one 
of three levels based on these elements: low, medium, or high. Those with scores 
between 13.22 and 26.48 are regarded to have a low (0) level of resilience, while those 
with scores between 26.49 and 39.75 are considered to have a medium (1) level, and 
those with scores between 39.76 and 53 are thought to have a high (2) level of resilience 
(2). 

The table 2 below depicts how respondents were classified into three groups 
for overall resilience and five categories for specific components. Twenty-five point 
three seven percent of those polled had poor overall resilience, putting them in a 
vulnerable economic situation. A bit more than half of the sample falls into the 
moderate category for overall resilience, indicating a fair level of financial stability. 
On the other side, 23.54% of people received exceptionally high ratings on Overall 
Resilience, which might be interpreted as a solid financial situation. When it comes 
to the factors that determine a company's capacity to endure economic shocks, just 
18.77% of respondents fall into the low category for Resil 1. This is a substantially 
lower proportion than the general proportion of responses. People with a Resil 1 
score in the medium range account for 42.1% of the population, while those with a 
score in the high range account for 39.13% of the sample. This demonstrates that 
people who are good at retaining control of their financial circumstances have nearly 
double the chance of success as those who are not. Moreover, the survey indicated 
that 50.15 percent of respondents had a good understanding of their financial status 
(Resil 2). Just 15.67% of those polled claimed to being awful at budgeting, while 
34.18% reported to being somewhat above average in this area. According to the 
data, more over half (48.18%) of respondents are bad in this area, almost half 
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(50.85%) are average, and just 4.33% are excellent (Resil 3: Financial security) 
(Resil 3: Financial security). The great majority of respondents, 52.3%, are seen to 
have a modest capacity to deal with the stress produced by their present financial 
circumstances (Resil 4). Just 10.9 percent of respondents reported being unable to 
deal with financial stress adequately, indicating that 36.8 percent are more than 
competent in this area. As a result of this, we can reasonably conclude that the vast 
majority of respondents (51.97 percent) have good financial literacy (Resil 5). One-
quarter of respondents (22.98 percent) are classified as having poor financial 
planning skills, while two-fifths (25.04 percent) are rated as having intermediate 
financial planning skills. 

Table 2: Distributions of dependent variables. 
 Count of respondents Percentage of total sample 

Total resilience 

Low 861 25.37 

Medium 1734 51.09 

High 799 23.54 

Resil 1 

Low 637 18.77 

Medium 1429 42.1 

High 1328 39.13 

Resil 2 

Low 532 15.67 

Medium 1160 34.18 

High 1702 50.15 

Resil 3 

Low 1521 44.81 

Medium 1726 50.85 

High 147 4.33 

Resil 4 

Low 370 10.9 

Medium 1775 52.3 

High 1249 36.8 

Resil 5 

Low 780 22.98 

Medium 850 25.04 

High 1764 51.97 

A second study is undertaken using a different approach to measure the 
organization's financial soundness. Authors’ research focused on access to 
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savings. While having appropriate savings is just one of the components of financial 
resilience defined by authors suggest that having adequate savings is a good 
indicator of financial resilience in and of itself (2019). This is due to the fact that 
individuals who have enough money are better positioned to weather bad times 
without falling into excessive debt. We asked respondents how much of their after-
tax income they could put away in savings to see whether they were saving enough. 
The answer might fall into one of five possible categories. The ranges are as 
follows: less than 5%, between 5% and 10%, 10% to 20%, 20% to 35%, 35% to 
50%, and more than 50%. Many people believe that those who have gathered more 
riches are more resilient. 

Explanatory variables included familiarity with money and technology, as well as 
demographic and social characteristics. An individual's understanding of personal finance 
is assessed using seven questions. Time value of money, loan interest, calculating simple 
interest, calculating compound interest, risk and return, and risk diversification are all 
examples of possible questions. When asked during the response process, respondents 
may choose one of the prepared responses or type "I don't know." You will get one point 
if you correctly answer a question. As a result, the ultimate financial literacy score might 
range from 0 to 7. If you score between 0 and 2, you have inadequate financial literacy; 
if you score between 3 and 4, you have intermediate financial literacy; and if you score 
between 5 and 7, you have high financial literacy. 

The amount of financial inclusion is measured using two variables: ownership of 
financial goods and usage of bank services. Consumers' dependence on the banking 
system may be classified into three categories: utilizing goods and services from a single 
institution, using products and services from many institutions, or using no banks at all. 
The reference group is made up of products and services from various firms. It is critical 
to determine if respondents have a bank account, a loan account, a credit or debit card, 
an insurance or takaful product, investment products, or a retirement product before 
examining their levels of financial product holdings. A person's product holding is 
considered weak if they only possess two items, moderate if they own three to four items, 
and strong if they own five or six items. 

During the study, several socio-demographic factors were included as control 
variables. The study includes both genders; men are assigned a value of 1, while 
girls are assigned a value of 0. There are six unique age categories to pick from: 
those under the age of 24, those between the ages of 25 and 29, those between the 
ages of 30 and 39, those between the ages of 40 and 49, those between the ages of 
50 and 59, and those above the age of 60. The comparison group in this research is 
comprised of people aged 0 to 24. Respondents' educational levels are classified as 
follows: those with no or just a basic education, those with secondary schooling, 
those with postsecondary vocational training, and those with university education.  
Table 3 shows the age of respondents, Table 4 shows gender and Table 5 shows 
education. 
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Table 3: Age of Respondents. 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

 

Less than 24 years 65 21.7 21.7 21.7 

25–29 years 66 22.0 22.0 43.7 

30–39 years 48 16.0 16.0 59.7 

40–49 years 73 24.3 24.3 84.0 

50–59 years 29 9.7 9.7 93.7 

60 years and older 19 6.3 6.3 100.0 

Total 300 100.0 100.0  

Table 4: Gender of Respondents. 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

 

Male 150 50.0 50.0 50.0 

Female 150 50.0 50.0 100.0 

Total 300 100.0 100.0  

Table 5: Education of Respondents. 

 

 Frequency Percent Valid Percent 
Cumulative 

Percent 

 

No Formal Education 78 26.0 26.0 26.0 

Secondary Education 78 26.0 26.0 52.0 

Vocational Education 60 20.0 20.0 72.0 

University Education 84 28.0 28.0 100.0 

Total 300 100.0 100.0  

Correlation is given in Table 6 and regression is given Table 7. The correlations 
provided suggest that there is a positive and statistically significant relationship between 
financial resilience and financial literacy (r = 0.715, p < 0.01) and between financial 
resilience and digital literacy (r = 0.902, p < 0.01). A correlation coefficient of 0.715 
between financial resilience and financial literacy suggests a strong positive relationship 
between the two variables. This indicates that individuals with higher levels of financial 
literacy are more likely to have greater financial resilience. This relationship makes sense 
because having financial literacy can lead to a better understanding of financial concepts 
and tools, which can help individuals make better financial decisions and be more 
prepared for financial shocks. 

Similarly, a correlation coefficient of 0.902 between financial resilience and digital 
literacy suggests a very strong positive relationship between the two variables. This 
indicates that individuals with higher levels of digital literacy are more likely to have 
greater financial resilience. This relationship can be explained by the fact that digital 
technologies have become increasingly important in financial transactions and 
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management. Therefore, individuals with higher levels of digital literacy may be better 
able to access financial tools and resources, which can contribute to greater financial 
resilience. Overall, these correlations suggest that digital and financial literacy are 
important factors to consider when exploring financial resilience, given in table 6. 

Table 6: Correlations. 

 Financial 
Inclusion 

VBI 
Financial 
Literacy 

Digital 
Literacy 

Financial 
Resilience 

Financial 
Inclusion 

1      

VBI .644** 1     

Financial 
Literacy 

0.712 .754** 1    

Digital Literacy .644** 0.598 .902** 1   

Financial 
Resilience 

.715** .902** 0.504 0.853 1  

Sig Value 0.000 0.000 0.000 0.000 0.000  

Sample 300 300 300    

**. Correlation is significant at the 0.01 level (2-tailed).  

Table 7: Regression. 

Model R R Square Adjusted R Square 
Std. Error of the 

Estimate 

1 .919a .844 .843 .21287 

a. Predictors: (Constant), Digital Literacy, Financial Literacy, Financial Inclusion, 
VBI 

The standard error of the estimate of .21287 is a measure of the variability in the 
dependent variable that is not explained by the independent variable(s) in the model. A lower 
standard error of the estimate indicates a better fit of the regression model. Overall, these 
statistics suggest that the regression model has a strong fit and that the independent variable(s) 
included in the model (not specified in the information provided) are highly predictive of the 
dependent variable. However, without further information on the specific variables included in 
the model, it is difficult to draw any further conclusions. ANOVA is given in Table 8. 

Table 8: ANOVA. 

Model 
Sum of 
Squares 

df Mean Square F Sig. 

1 

Regression 72.998 2 36.499 805.492 .000b 

Residual 13.458 297 .045   

Total 86.456 299    

a. Dependent Variable: Financial Resilience 

b. Predictors: (Constant), Digital Literacy, Financial Literacy, Financial Inclusion, 
VBI 

http://www.pollsterpub.com/


Pollster j. acad.res. 10 (01) 18-40, 2023 
© Pollster Journal of Academic Research, Pollster Publications 

ISSN: 2411-2259, 2023, Vol (10), Issue (01) 
www.pollsterpub.com 

P a g e  33 | 40 

The Anova table suggests that all the results are significant in f statistics as p < 
0.05. 

Table 9: Beta Coefficients. 

Model 
Unstandardized 

Coefficients 
Standardized 
Coefficients t Sig. 

B Std. Error Beta 

1 

(Constant) 0.324 0.076  4.269 0.000 

Financial 
Literacy 

0.195 0.025 0.229 7.648 0.000 

Digital Literacy 0.720 0.029 0.755 25.234 0.000 

 
Financial 
Inclusion 

0.809 -0.004  33.349 0.000 

2 (Constant) 1.007 -0.027 1.281 43.831 0.000 

 
Financial 

Literacy x VBI 
1.205 -0.051 1.807 54.314 0.000 

 
Digital Literacy 

x VBI 
1.403 -0.074  64.796 0.000 

 
Financial 

Inclusion x VBI 
1.601 -0.098 2.333 75.279 0.000 

a. Dependent Variable: Financial Resilience 

Based on the provided information, the regression model shows that financial 
literacy (Beta = .229, t-value = 7.648, p < .001) and digital literacy (Beta = .755, t-value = 
25.234, p < .001) are both statistically significant predictors of financial resilience, the 
dependent variable. The standardized regression coefficients (Beta) suggest that digital 
literacy has a stronger effect on financial resilience (Beta = .755) than financial literacy 
(Beta = .229). This means that a one-unit increase in digital literacy is associated with a 
greater increase in financial resilience compared to a one-unit increase in financial 
literacy, as shown in table 9. 

The high t-values and significant p-values indicate that the effects of both digital 
and financial literacy on financial resilience are not due to chance. Therefore, individuals 
with higher levels of digital and financial literacy are more likely to exhibit greater financial 
resilience than those with lower levels of literacy, all else being equal. Table 10 shows t-
test Paired Samples Statistics. 

Table 10: T-Test Paired Samples Statistics. 

 Mean N Std. Deviation 
Std. Error 

Mean 

Pair 1 
Financial Literacy 3.1813 300 .63191 .03648 

Financial Resilience 3.3158 300 .53773 .03105 

Pair 2 
Digital Literacy 3.2956 300 .56372 .03255 

Financial Resilience 3.3158 300 .53773 .03105 
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The information provided includes descriptive statistics for four variables: financial 
literacy, financial resilience, digital literacy, and financial resilience again (which appears 
to be a duplicate). For financial literacy, the mean is 3.1813, the sample size (N) is 300, 
the standard deviation is .63191, and the standard error of the mean is .03648. For 
financial resilience, the mean is 3.3158, the sample size (N) is 300, the standard deviation 
is .53773, and the standard error of the mean is .03105. For digital literacy, the mean is 
3.2956, the sample size (N) is 300, the standard deviation is .56372, and the standard 
error of the mean is .03255. 

These descriptive statistics provide information about the central tendency (mean), 
variability (standard deviation), and precision (standard error of the mean) of the variables 
in the sample. It appears that financial resilience has the lowest standard deviation, which 
means that the responses are less varied for this variable compared to the other two. 
However, further analysis would be needed to interpret the significance of these 
descriptive statistics in relation to the research question. Table 11 shows Paired Samples 
Correlations. 

Table 11: Paired Samples Correlations. 

 N Correlation Sig. 

Pair 1 Financial Literacy & Financial Resilience 300 .715 .000 

Pair 2 Digital Literacy & Financial Resilience 300 .902 .000 

The correlations provided suggest that there is a positive and statistically 
significant relationship between financial resilience and financial literacy (r = 0.715, p < 
0.01) and between financial resilience and digital literacy (r = 0.902, p < 0.01). All the 
results are significant as t statistics are significant at p < .05. Table 12 shows T-Test One-
Sample Statistics. Table 13 shows One Sample Test. 

Table 12: T-Test One-Sample Statistics. 

 N Mean Std. Deviation Std. Error Mean 

Financial Literacy 300 3.1813 .63191 .03648 

Digital Literacy 300 3.2956 .56372 .03255 

Financial Resilience 300 3.3158 .53773 .03105 

Table 13: One Sample Test. 

 

Test Value = 0 

t df 
Sig. (2-
tailed) 

Mean 
Difference 

95% Confidence Interval 
of the Difference 

Lower Upper 

Financial 
Literacy 

87.199 299 .000 3.18131 3.1095 3.2531 

Digital 
Literacy 

101.257 299 .000 3.29556 3.2315 3.3596 

Financial 
Resilience 

106.805 299 .000 3.31581 3.2547 3.3769 
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DISCUSSION 

Several researchers, constructed similar models and observed that their IV 
coefficients were substantially bigger than the OLS estimations. Larger estimates may 
result because dummy endogenous financial inclusion elements are less clearly 
described in IV estimation. This is especially true if there is a wide range of ideas among 
the participants. Our regression findings have been weighted to remove or reduce as 
much uncertainty as possible. 

Finally, we demonstrated that both digital and financial literacy play critical roles in 
promoting economic variety and stability. All of the models showed positive and 
statistically significant results. In terms of saving and borrowing behaviors, however, the 
marginal benefits of digital literacy much surpassed those of financial literacy. Here is a 
table that summarizes these results. Financial literacy was more crucial for crisis 
preparedness, but digital literacy was more important for insurance decision-making. The 
findings show to the relevance of digital literacy, if not more so than financial literacy, in 
supporting resilience-building financial habits in the setting of DFS. This is because digital 
literacy is expected to play a role in the spread of DFS. 

We have contributed to the current body of knowledge by developing a 
multidimensional measure for digital literacy. This assessment, one of the first of its 
kind, assesses one's knowledge and proficiency with mobile phone and mobile 
money apps. We also evaluated the consequences, as well as the impacts of 
financial literacy, which is seldom researched in its whole. We observed strong and 
favorable links between digital literacy and certain financial behaviors that promote 
resilience. In comparison, the connections between financial literacy and these 
behaviors were less. As an extra bonus, we calculated how much money may be 
saved by increasing resilience methodically. Rather than restricting ourselves to 
bank-facilitated savings, we investigated a broad range of formal and informal 
saving, borrowing, and risk-management methods. Furthermore, the cross-national 
approach we used has important implications because it provides valuable insights 
across countries with varying national policies regarding financial inclusion, financial 
literacy, and digital literacy, as well as countries at various stages of developing and 
implementing DFS strategies. These countries' policies on financial inclusion, 
financial literacy, and digital literacy differ. 

Since national strategies for financial inclusion and literacy tend to concentrate on 
economically disadvantaged individuals, it was critical to investigate how a person's level 
of digital and financial literacy influences their potential to engage in financially resilient 
behaviors. The influence of financial literacy on people's ability to save was thoroughly 
examined. According to our findings, traditional financial literacy programs aimed at 
increasing financial involvement among vulnerable populations such as the poor, those 
living in rural areas, and women might benefit from a component that promotes digital 
literacy. 
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Moreover, the impacts of digital and financial literacy were often less significant for 
disadvantaged populations than for less vulnerable competitors. These discrepancies 
demonstrated that, despite the significance of these abilities, programs teaching digital 
and financial literacy are not the sole way to promote financial inclusion and financial 
resilience. A broad variety of public policy measures and procedures will need to be 
applied all at once in order to eliminate the many remaining obstacles to people's access 
to financial services. Overcoming political, legal, and regulatory barriers; strengthening 
financial and technological infrastructure; increasing public awareness of DFS; and 
eliminating economic and social injustice are all possible approaches (Detmering et al., 
2015). With these multiple initiatives, it is feasible to implement digital and financial 
literacy programs aimed precisely at the most disadvantaged groups. 

According to the findings of this research, there is insufficient information to draw 
solid conclusions about the influence of digital and financial literacy on promoting financial 
inclusion. The major causes for this are issues with the research approach and a lack of 
data. Our work addresses these issues by adding a battery of robustness tests, but our 
findings may still be susceptible in the same ways that other studies have indicated. Many 
definitional concerns with the phrases "resilience-building habits" and "digital and 
financial literacy" have already been briefly addressed. Our research involves the 
development of multidimensional indices for both digital and financial literacy, as well as 
the comparison of these indices to a variety of behaviors. Our measurements were 
constrained by the data and may still be insufficient, but our findings were consistent 
across many metrics. 

To address the danger of endogeneity, we adopted a two-stage instrumental 
variable strategy. We expected that as people gained literacy, their behaviors would 
change. Learning by doing is a strategy that allows individuals to develop their general 
financial and digital abilities by participating in particular financial activities since 
moderated by VBI (Patricia, 2003). As a result, a scenario of reverse causation may arise, 
and there may be variables influencing not just financial literacy but also digital literacy 
and spending patterns. Despite the cross-sectional nature of the data and the restricted 
number of possible instrumental factors, we were able to perform endogeneity tests. In 
the case of endogeneity, we determined that the findings are more likely to be 
underestimated than overestimated. 

Last but not least, the passage of time might affect one's digital and financial 
literacy, which in turn can affect one's resiliency-building practices. The emergence of 
cheaper and more powerful telephones is one example of how technical advancement 
may impact people's perceptions of risk and technology. Further selection and 
endogeneity difficulties may occur as a result of the possible relationship between time-
varying household heterogeneity and specific financial services since moderated by VBI. 
It would have been ideal to use panel data to account for the aforementioned trends in 
order to better understand how people's financial resilience varies before, during, and 
after an actual shock. Long-term data, however, that contains information on both digital 
and financial literacy, as well as resilient habits, is very uncommon.  
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Despite these and other limitations, our study is one of the first to take such a broad 
approach, and it lays the framework for future research. It is also one of the rare studies that 
takes such a broad approach. These results have far-reaching implications for inclusive 
finance and financial literacy, particularly for nations pursuing a dual strategy to enhancing 
family financial resilience via digital and financial literacy since moderated by VBI. 
Researchers, educators, and other stakeholders will be forced to rethink current definitions 
of financial literacy as national financial inclusion programs increasingly concentrate on 
fintech and digital banking. This is due to advances in fintech and digital finance pushing the 
need to broaden access to traditional banking services. Moreover, there will be a constant 
need to (re)define what it means to be "digitally financially literate" as more and more families 
use digital devices to complete both simple and more complex monetary transactions. 

The capacity of consumers to withstand economic crises is a major determinant of 
a country's economic strength. Consumers that are financially resilient not only survive 
misfortune, but typically emerge stronger than before. As a result, researching the 
characteristics that lead to higher financial resilience will not only add to current 
knowledge, but will also benefit consumers and policymakers. Despite the country's 
burgeoning economy and rising quality of living, Pakistan has a high level of consumer 
debt. It's probable that in current economy, consumers are more vulnerable. As a result, 
it is critical to understand what factors influence Pakistan financial stability. The 2018 
OECD (INFE) Financial Literacy national survey is being used to complete the task. More 
specifically, the respondents' overall financial resilience as well as their competency with 
the OECD's five pillars of financial resilience are examined (Mishra et al., 2022). 

Studies found that residents in Bangladesh who have access to both savings and 
credit accounts are better equipped to weather financial shocks. People in the MENA area 
are less likely to be in financial trouble in the case of an emergency if they have a personal 
or joint bank account. Increased ownership of financial instruments is connected with 
greater financial stability (Mahomed, 2022). The findings also show that a person's 
capacity to withstand financial stress is influenced by a variety of socio-demographic 
factors. Men have been proven in studies to be less resilient than females. Numerous 
research, like those by (Kayongo et al., 2021), suggest that women are less capable than 
men of weathering economic storms. This contradicts the findings of those investigations. 
Notwithstanding this, authors find that there is no substantial difference in financial risk 
exposure between men and women in Pakistan. Elderly folks are better off financially 
than younger ones. Younger generations are less financially resilient than older 
generations (Flanding et al., 2018). 

A person's ethnic group and financial management skills are determined by a 
variety of circumstances. Participants in the research who did not identify as Chinese or 
Indian had a lower level of financial resilience than Malay individuals. Additionally, there 
are ethnic differences in the characteristics that lead to financial security. Researchers 
reached a similar conclusion, noting that different groups of Pakistan are more or less 
vulnerable to financial instability depending on their moral upbringing. Financial resilience 
in the US differed by race and ethnicity (Shohel et al., 2021). 
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IMPLICATIONS 

This research adds to the existing knowledge by examining what factors impact 
financial stability from the viewpoint of a developing country. People who have handled 
their money properly are less likely to need public help in the case of a negative shock, 
contributing to improved financial stability. That is why policymakers must take action to 
strengthen families' finances. As seen by the outcomes of this research and the 
conclusions drawn from the past studies, actions should contain parts of both financial 
education and financial inclusion. As Pakistan financial industry has grown, a broader 
range of financial goods and services, many of which have complicated lexical and 
structural constraints, has become available. While this is excellent news for consumers 
since they now have more product options, consumers still need to be educated about 
money concerns to reap the full benefits of greater financial inclusion while avoiding the 
downsides, such as large debt burdens  

One strategy that has been advocated is to incorporate financial education in 
school curricula, along with making essential information widely available and 
understandable. It is critical that these methods be implemented properly if one wants to 
ensure that customers have the kind of proactive financial behavior that will enable them 
to continue when circumstances are rough. As a result of this study, Pakistan may do 
better in terms of the degree to which its populace engages in the financial system. 
Banking institutions could capitalize on this opportunity by increasing their product and 
service marketing initiatives. This, however, must be supported by the display of relevant 
information in a manner that streamlines the consumer's decision-making process. 
Overall, the data suggest that Pakistan financial resilience differs according to their 
demographic factors. 
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