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Abstract: financial anxiety affects board members in their judgment concerning strategic decisions for their organizations. Both, financial
self-efficacy and neuroticism bear on the financial anxiety of board members. By applying a structural equation model, this paper analyzes the
effect of both factors on the financial anxiety of board members in public, private, and non-profit corporations in Mexico. The approach of the
structural equation model is quantitative, non-experimental, and cross-sectional; and is based on a sample of 155 board members of Mexican
institutions. The results show that financial self-efficacy affects negatively financial anxiety; whereas higher degrees of neuroticism affect posi-
tively financial anxiety. Following these results, it is advisable to consider these personality traits as relevant criteria for the selection of board
members in Mexican institutions. Corporate governance policies and practices should also be developed to ameliorate the effect of neuroticism
and incentivize the effect of financial self-efficacy in the judgments of board members regarding organizational strategy. The methodology of
this study is useful for boards in institutions of other countries.

Palabras: financial anxiety, financial self-efficacy, personality traits, corporate directors, behavioral finance.

Resumen: la ansiedad financiera en la toma de decisiones de los consejeros de administracién es importante para el posicionamiento estratégi-
co de las organizaciones. El objetivo de este trabajo consiste en analizar el efecto de la autoeficacia financiera y el neuroticismo en la ansiedad
financiera de los consejeros de administracion de empresas, ya sean ptiblicas o privadas, sin fines de lucro y fundaciones en México, ya que son
personas clave en el disefio y la implementacion de la estrategia organizacional. Se utiliza un modelo de ecuaciones estructurales para estudiar
el efecto de la autoeficacia financiera y el neuroticismo de los consejeros en su ansiedad financiera bajo un enfoque cuantitativo, no experimental
y de corte transversal. La muestra bajo estudio consiste en 155 consejeros. Los resultados permiten afirmar que la autoeficacia financiera influye
de manera negativa en la ansiedad financiera, en tanto que el neuroticismo se relaciona de manera positiva con la ansiedad financiera. Los resul-
tados permiten disefiar e implementar estrategias de gobierno corporativo que consideren los rasgos personales de quienes integran los consejos
de administracién, lo cual permitird optimizar los beneficios de la correcta seleccién de los integrantes de la alta direccién de las organizaciones
mexicanas. Se recomienda extender este estudio a otras culturas u otros niveles organizacionales.

Palabras claves: ansiedad financiera, autoeficacia financiera, rasgos de personalidad, consejeros de administracién, comportamiento financiero.
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The members of the board of directors are key
in the design, implementation and monitoring of
the organization’s strategy. There is a great interest
in the academic literature to study the relationship
between the boards of directors and the corporate
strategy. The directors, help the organization’s
positioning in competitive markets (Bezemer et
al., 2023). Good corporate governance has positive
implications for the longevity of family-owned
enterprises (Fahed-Sreih, 2009) and a positive im-
pact on the performance of public company stocks
(Shank et al., 2013).

Much of the corporate governance literature fo-
cuses on the structure, composition, and functioning
of the board of directors. Managing directors are a
central element of corporate governance, as they are
responsible for the accountability of the organiza-
tion’s performance to shareholders, however, little
has been studied about the personal characteristics of
directors, which have a positive effect on the quality
of corporate governance of organizations (Charitou
et al., 2016). According to Pérez-Martinez and Ro-
driguez-Ferndndez (2022), judgments and human
assessments and decisions have consequences on the
results of companies, so it is important to study the
counselor as a decision-maker under the principle
of limited rationality.

The financial anxiety of board members is
affected by their financial self-efficacy, which is
a symbol of resilience and continuous improve-
ment over time. High financial self-efficacy allows
learning and implementing financial strategies
that improve the financial stability of the person
(Lone and Bhat, 2024) and by their neuroticism,
which is a personality trait that is accompanied
by emotional instability and is associated with
financial dissatisfaction (Fachrudin et al., 2022).

The relationship between financial self-effi-
cacy and financial anxiety has been studied by
Dickson and Mulligan (2023) who argue that fi-
nancial self-efficacy mitigates the financial anxiety
of people with liabilities. On the other hand, the
relationship between neuroticism and anxiety has
been addressed by several authors, among which
Vinograd et al. (2020) who state that individuals
with high levels of neuroticism tend to have high

levels of anxiety. However, a review of the aca-
demic literature found no publications that have
studied the relationship between financial self-effi-
cacy and neuroticism with financial anxiety among
board members.

A survey of 155 board members of Mexican
organizations analyzes the relationship between
their financial self-efficacy, neuroticism and fi-
nancial anxiety. This research contributes to the
understanding of how directors make decisions
and the effect on their personal finances. Next, the
different theoretical perspectives of the variables
financial self-efficacy, neuroticism and financial
anxiety are reviewed in order to establish the theo-
retical perspective under which the variables of
interest will be studied.

Financial self-efficacy

Self-efficacy is a person’s self-conception about
their ability to carry out an activity. If a person
has a high expectation of self-efficacy, then he/
she will be more motivated and more likely to
start an activity and to devote much more time to
perfecting the activity, and therefore more likely
to achieve the goal set (Bandura and Locke, 2003).
It can be said that individuals with high self-effi-
cacy manage to generate positive spirals in which
high efficacy leads to goals being set and to high
motivation and forces the person to overcome
(Huerta-Soto et al., 2023).

Particularly financial self-efficacy is the self-con-
ception of the person to make decisions in perso-
nal finance; a high financial self-efficacy in wo-
men leads to better financial decisions (Farrell et
al., 2016). Likewise, people with lower financial
self-efficacy are more likely to build investment
portfolios with lower risk and, therefore, with lower
long-term return (Montford and Goldsmith, 2015).

Financial anxiety

Financial anxiety was defined by Archuleta et
al. (2013) as the feeling of anxiety or worry about
personal financial situation. According to Gicnac
et al. (2023), financial anxiety is associated with a
lack of financial education and poor money ma-
nagement habits. The most used measurement
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instrument in the academic literature to evaluate
financial anxiety is the one proposed by Archuleta
et al. (2013), which makes a subjective measure-
ment, based on the self-assessment that an indivi-
dual makes regarding his level of financial anxiety.

The relationship between anxiety and finan-
cial self-efficacy has been studied by several au-
thors, among which Craske (2021) stands out, who
affirms that a perception of positive self-efficacy
accompanied by the setting of personal goals stren-
gthens motivation and performance In an intellec-
tual fencing with detractors of this position Ekinci
and Kog (2023) defend that a perception of high
self-efficacy does not have an effect of overconfi-
dence and low performance, but on the contrary,
helps people stay motivated when carrying out
an activity, reducing levels of anxiety and stress.

Sénchez Anguita et al. (2018) find that workers
in hospitals with high levels of self-efficacy in per-
sonal (social) relationships reduce their exposure
to anxiety, and vice versa, workers with high levels
of anxiety are perceived with lower self-efficacy.
Lartey et al. (2023) provide a study on nurses in
leadership positions, finding that those with high
self-efficacy tend to maintain their positions, gain
confidence over time, and aspire to higher positions.
Given the shortage of nursing leaders, they suggest
that strengthening their self-efficacy is crucial.

Studies on the relationship of financial anxiety
and self-efficacy can be found in the academic
literature. The relationship between anxiety and
self-efficacy suggests that personal finance courses
should be offered as an effective method to im-
prove self-efficacy (Rudi et al., 2020). Likewise, Lee
et al. (2023) affirm that the relationship between
financial education and anxiety is moderated
by levels of financial self-efficacy, so as financial
self-efficacy increases, financial education will
decrease the level of financial anxiety.

Neuroticism

Neuroticism is one of the elements that make
up the model of the five personality traits. The
five major personality traits in their most basic
dimensions of human personality structure deter-
mine the characteristics of human thought, feeling,
and behavior (Novikova et al., 2023). Neuroticism

comes from the three dimensions proposed by
Eysenck and is also known as emotional stability,
i.e., it is the tendency to experience frequent and
intense negative emotions associated with a sense
of lack of control in response to stress.

In the academic literature, several studies have
been carried out to investigate the relationship
between neuroticism and financial behavior varia-
bles. Ng and Kang (2021) studied the relationship
between financial satisfaction, neuroticism and
subjective well-being, confirming that there is a
negative relationship between neuroticism and
subjective well-being. Nyhus and Webley (2001)
studied the effect of personality on saving habits,
finding that emotional stability is associated with
saving decisions so, in the negative relationship
between saving and emotional stability, high levels
of neuroticism will have low levels of saving.

The relationship between risk aversion and
personality traits was studied by Borghans et al.
(2009), who found that risk aversion has a positive
relationship with people with high level of neuro-
ticism, who at the same time will have a high level
of risk aversion. Several authors, such as Aidt and
Rauh (2018) have studied the stability of perso-
nality traits, concluding that they are stable over
long periods of time and that they are predictors of
relevant events in life, such as functional problems
in the family and work environment.

Although the relationship between financial
behavior variables such as risk aversion, debt
decisions, and investment has been studied, no
evidence was found in the academic literature
regarding the study of the relationship between
financial anxiety and personality traits. According
to Okoye (2013), it is important for companies to
develop processes that identify risks associated
with behavioral problems as part of their corporate
governance processes. The argument they make
regarding personality dimensions in corporate
governance is that risks must be recognized and
managed, as personality has a positive impact on
behavioral processes.

This study is quantitative, with a non-experi-
mental and transversal design using a methodo-
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logical design similar to that proposed by Cueva
et al. (2021) to study the relationships between
variables from responses in Likert scale obtained
through a survey. The constructs financial anxiety
(FA), neuroticism (NEU) and self-efficacy (SE) are
one-dimensional and follow the structure presen-
ted in Archuleta et al. (2013), Toledo-Ferndndez et
al. (2022) and Lown (2011), respectively. It is worth
mentioning that the corresponding items were
reviewed in consensus with an expert judgment

Financial Anxiety

in order to draw on the specialized knowledge
and experience in this subject from an informed
and professional perspective.

Specifically, the FA variable consisted of seven
items where the person rates their reaction on the
Likert scale to: “Almost never (1)”, “Occasionally
(2)”, “Sometimes (3)”, “Normally (4)”, “Very often

(5)” and “Many times (6)” (see table 1).

Items Financial Anxiety
FA1 I feel anxious about my financial situation.
FA2 I have difficulty sleeping because of my financial situation.
FA3 I really enjoy doing my job.
FA4 I get irritated because of my financial situation.
FA5 I have difficulty controlling my concern about my financial situation.
FA6 I have muscle tension because of my financial situation.
FA7 I feel fatigued because of the concern of my financial situation.

The FA variable consists of six items where the
person answered “Completely False (1)”, “False

(2)7, “True (3)” and “Completely True (4)” to six
statements (see table 2).

Financial self-efficacy
Items Financial self-efficacy
SE1  Itis difficult to stick to the spending budget when unexpected spending arises.
SE2  Itis challenging to progress towards my financial goals.
SE3  When unexpected expenses occur, I usually have to use credit.
SE4  When I face a financial challenge, I have a hard time finding a solution.
SE5  Ilack confidence in my ability to manage my finances.
SE6  I'm worried that when I retire, I'll run out of money.

The neuroticism variable is constructed by con-
sidering three items of the instrument developed
by (Toledo et al., 2022) to measure personality traits,
where “Strongly disagree (1)”, “little disagree (2)”,
“Neither agree nor disagree (3)”, “A little agreement
(4)” and “Strongly agree (5)” are answered to a
sequence of statements that complete the phrase
“Iam a person...” (see table 3). It is appropriate to

comment that the construct of this variable is not
generated by Factorial Analysis but is constructed
based on the weights established by the authors,
hence it is not presented in the estimates of table
4. However, Soto and John (2017) report that the
neuroticism variable presents a strong internal con-
sistency, 0.900 or higher.
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Neuroticism
Items Neuroticism Weighting
NEU1 Fascinated by art, music or literature. 1/3
NEU2 With little interest in abstract ideas. 1/3
NEU3 Original, which brings new ideas. 1/3

Based on the above constructs, a randomized
sample pilot test was carried out in a population
of graduate students at Universidad Andhuac Mé-
xico. Students surveyed are active students within
the university and who belong to the economically
active population. In this regard, using the finite
sampling formula with a 95 % confidence level,
a population of 700 pupils and a margin of error
equal to 8 %, a sample size equal to 124 people
is obtained. The resulting sample size was 177

Factor analysis of the pilot test

students, which corresponds appropriately to the
calculated sample size.

Table 4 presents the results of the exploratory
and confirmatory factor analysis of the pilot test.
The factors considered are those whose eigenvalue
is greater than one, which account for 80.70 % of
the variation of the data in the sample and whose
internal consistency, measured by the a-Cronbach
coefficient is greater than 0.80 (Croasmun and
Ostrom, 2011).

Factors Eigenvalue Cumulative variation a-Cronbach
Factorl 5.305 0.442 0.904
Factor2 1.540 0.208 0.807
Rest <1 0.350
Confirmatory factor analysis
Item Factor 1 Factor 2
FAl 0.614
FA2 0.800
FA3 0.845
FA4 0.833
FA5 0.819
FA6 0.864
FA7
SE1 0.871
SE2 0.845
SE3 0.511
SE4 0.728
SE5 0.832
SE6 0.497
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In relation to the Barlett sphericity test, the null
hypothesis (1024.765, p-value <0,05) is rejected
under 95% confidence, indicating that the matrix
of correlations between the different items is sig-
nificantly different from an identity matrix, and
ratifying the relevance of factor analysis. In this
sense, based on the results of the pilot test, it is
decided to use the instruments of neuroticism,
self-efficacy and financial anxiety to evaluate the
relationship between the variables in the popula-
tion of management counselors.

The instruments identified were applied to a
sample of board members. In this regard, the po-
pulation size is uncertain or very large, suggesting
the use of infinite sampling (see Mendenhall et al.,
2006). Under this approach a sample size of 150
people is obtained. However, it is known that the 50
most relevant companies in Mexico have 605 coun-
seling positions (Meza, 2023). If this value is taken
as the minimum bound for the number of possible
advisors within the population and the finite sam-
pling formula with a 95 % confidence level and a
margin of error equal to 8 % is used, a sample size
equal to 100 people is obtained. In other words, the
sample size under these thresholds ranges from 100
to 150 people. Therefore, in this work the sample
used consists of 155 management advisors, a figure
according to the estimated sample sizes.

However, the sampling process is carried out
for convenience using a platform specifically de-
signed for online survey collection. The proce-
dure used to verify research hypotheses is factor
analysis and structural equations. The method of
exploratory factor analysis groups a set of items
into factors, which seek to approximate one or
more latent variables. This is achieved because
the estimated coefficients capture the degree of
correlation and interdependence between items
such that they can be grouped into different
subsets. Within each subset we have, then, the
necessary items and the factor loads required to
operationalize the respective latent variable and
approximate its behavior through the sample data
(Hair et al., 2014).

In matrix terms, the factor analysis method
estimates a set of composite variables, called fac-
tors, as a linear combination of items. This linear
combination is achieved by maximizing the com-

mon variance between the available sample items.
In order to assess the suitability of the estimated
factors in relation to the items used and excluded
from the sample information set, various hypo-
thesis tests are conducted.

The classical goodness-of-fit indicators are
the likelihood ratio, the mean quadratic root of
approximation error (RMSEA), the comparative
goodness-of-fit index (CFI), the Tucker-Lewis in-
dex (TLI), and the mean quadratic root of standar-
dized approximation error (SRMR.) (Acock, 2013).
The thresholds that determine a reasonable fit for
a SEM model are that the test statistic (Rojas-To-
rres, 2020), that the CFI and TLI values are greater
than 0.80 (Hair et al., 2021), that the magnitude of
RMSEA is less than 0.08 (Hair et al., 2021) and that
the level of SRMR. is less than 0.10 (Shi et al., 2019).

In this work, a structural equations model
(SEM) was implemented to evaluate the relations-
hips between the variables of financial self-efficacy,
financial anxiety and neuroticism within a com-
mon theoretical framework. The estimation of this
SEM model was made by maximum likelihood
with robust standard White errors (Acock, 2013).
In matrix terms, the structural equation model can
be described as a system of equations of the form:

X=AX+0O¢ +¢€

Where X is a vector mx1 of endogenous latent
variables, ¢ is a vector nx1 of exogenous latent
variables, A is a matrix of coefficients mxm that
measure the effects of endogenous O latent va-
riables is a size mxn matrix of coefficients that
capture the effects between ¢ and A, being € the
stochastic term (Acock, 2013).

A descriptive analysis of the final sample is now
presented. The information set was composed of
people who reported participating in some type
of board of directors, whether public or private,
non-profit and foundations. In the study sample
there are 90 % men and 10 % women, where the
average age is 57.64 years, being that the average
of women is 55.73 years and the average of men is
57.84 years. 72.26 % of the counselors in the sample
collected reported having postgraduate studies,
either specialty, master’s or doctoral. The rest of
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the people, 28.74 %, have a bachelor’s degree. The
experience of participation in boards of directors of
the sample under analysis is significant, since they
reported having 16.55 years of experience on avera-

Absolute frequency

10-15 15-20 20-25

ge. However, there is a bias to the right given that
mode is between five and ten years, which is offset
by few counselors reporting more than 30 years of
experience on the right tail of the histogram.

IIIIIII-.__

25-30

30-35 35-40 40-45 45-50 50-55

Years of experience

The exploratory data analysis that has been
presented is an overview of the sample of infor-
mation that is used in the following section for
inferential estimates.

The results of this work are presented below.
The set of estimates begins with the Kaiser-Me-
yer-Olkin (KMO) sample adequacy measure in
Table 6. This indicator presents a value of 0.863

KMO and a-Cronbach

for items that make up financial anxiety and a
magnitude of 0.828 for the financial self-efficacy
factor. These values are above the threshold of
0.80 meritorious calibration (Woods and Edwards,
2007) for such constructs. In relation to Cronbach’s
Alpha coefficient, it was found that financial anxie-
ty has a level of 0.901, while financial self-efficacy
has a value of 0.860. In this case, according to the
goodness of fit thresholds above 0.80 (Shrestha,
2021) a good and acceptable internal consistency
is achieved, respectively (see table 6).

Latent variable a-Cronbach KMO
Financial Anxiety 0.901 0.863
Financial self-efficacy 0.860 0.828
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On the other hand, the statistic corresponding
to the Bartlett test has a value of 1087.80 with a
p-value less than 1%. Hence, the null hypothesis
is rejected and there is evidence to affirm that the
items present a significant correlation to generate
the constructs associated with the latent varia-

95 % of the total variance of items used under a
correlation matrix determinant of less than 0.001
(see Table 7).

In the case of the neuroticism variable it reaches
an internal consistency of 0.900, according to the
items and validation of the instrument presented

bles. Moreover, the Exploratory Factor Analysis by (Soto and John, 2017).
procedure (Hassan Kariri et al., 2023) identified
two significant factors that account for just over
Exploratory factor analysis
Factors Eigenvalue Cumulative variation
Factorl 5.153 0.717
Factor2 1.704 0.955
Rest <1 0.045

Considering the two estimated factors of table
8, the Confirmatory Factor Analysis procedure
was carried out, seeking the significance of the
items according to the latent variables of finan-

Confirmatory factor analysis

cial anxiety and self-efficacy. Specifically, factor
loads group items according to expected constructs
under a robust threshold of 0.40 (Shrestha, 2021)
(see table 8).

Item Factor 1 Factor 2
FA1 0.601

FA2 0.768

FA3 0.793

FA4 0.821

FA5 0.743

FA6 0.484

FA7 0.656

SE1 0.506
SE2 0.549
SE3 0.470
SE4 0.734
SE5 0.713
SE6 0.619

A model of structural equations was estimated
based on the factors found (see table 9), where an
inverse relationship between financial self-efficacy
(-0.428, p-value < 1 %) and positive between the

neuroticism and financial anxiety variable (1.487,
p-value <1 %) is confirmed. There is also a negative
association (-0.048, p<1 %) between neuroticism
and financial self-efficacy.
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SEM model

Dependent variable Independent variables Coefficient s tanIfi(::ilS:rror Statistic z p-value
Financial anxiety <-
Financial self-efficacy -0.428 0.017 -25.00 0.000
Neuroticism 1.487 0.089 16.68 0.000
Cov (Financial self-efficacy, Neuroticism) -0.048 0.006 -8.57 0.000

Structural Equations Model

AF1 | AF2 | | AF3 AF4 | | AF5 | | AF6 |
22 2.4] 2 31
47

5 0 6 O O o

It is important to underline that the constructs
of financial anxiety (FA) and financial self-efficacy
(SE) show acceptable internal consistency accor-
ding to Cronbach’s Alpha indicator (Croasmun
and Ostrom, 2011). In this sense, the neuroticism
variable also presents a strong internal consistency
(0.900) as discussed in Soto and John (2017).

It is important to comment that the coefficients
of the SEM model were estimated weighting by
gender, i.e., standard errors of estimated coefficients
consider the differences in the dependent variable
for men and women. In this respect, the Levene
test rejects the null hypothesis and it can be stated
that there are differences by sex in the construct of
financial anxiety (W = 3.936, p value <1 %).

Regarding the goodness of adjustment of the
structural equations model, it is obtained that
the CFI and TLI indicators are above the 0.80
threshold. The RMSEA indicator is less than 0.10
and the SRMR. statistic <0.08. In addition, the li-

kelihood ratio test statistic is below the critical
value five. These results provide evidence that
the adjustment of the sample covariance matrix
under the SEM model structure is in line with the
theoretical relationships of the latent variables
(Shrestha, 2021; Acock, 2013).

From the estimates obtained by the SEM model
in the Stata 14 software, the relationship between
the variables neuroticism and financial self-efficacy
with the dependent variable financial anxiety is
verified. These results allow companies to better
structure the design of their boards of directors
and manage their risk, since as Amin et al. (2021)
states, corporate governance has a positive impact
on the financial performance of companies. The
findings of this research show that counselors with
high levels of financial self-efficacy manage to
reduce their anxiety levels, which implies that it
will be easier for counselors with high financial
self-efficacy to strengthen their stability capacity.
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On the other hand, this research argues that
neuroticism has a positive effect on the financial
anxiety of directors, which is consistent with the
research of several authors, including: (1) Paulus et
al. (2016) who argue that neuroticism manifests it-
self as anxiety when there are situations of shame,
psychological rigidity and/or lack of emotional
control; for their part, (2) Shin et al. (2023) studied
the relationship between perfectionism and neu-
roticism and anxiety, finding a positive correlation
between neuroticism and anxiety, and; finally, (3)
Ikizer et al. (2022 asked patients diagnosed with
anxiety to perform NEO personality tests, conclu-
ding that there is a positive relationship between
anxiety levels and neuroticism.

The results of this research contribute to the
study of managerial biases and their implications
for company results according to Guenzel and Mal-
mendier (2021). Since the mid-2000s, this branch of
behavioral corporate finance has provided theo-
retical and empirical evidence on the influence of
biases on the corporate realm. The field has been
a leading force in dismantling the argument that
traditional economic mechanisms (selection, lear-
ning, and market discipline) would be sufficient to
sustain the rational manager paradigm.

The results of this research lead to relevant
corporate governance implications. It is recom-
mended that those responsible for corporate go-
vernance of companies consider personality traits,
as well as financial self-efficacy when planning
their board of directors in order to optimize the
competencies of senior management and improve
the results of the company and establish programs
that strengthen the self-efficacy of people with
high levels of financial anxiety.

Among the most relevant limitations of this re-
search is the resistance to answer the measurement
instrument applied to the population through an
online survey, since the directors of the companies
are exposed to information requirements by multi-
ple channels and are reluctant to share information.

As future lines of research, it is proposed to re-

plicate the study considering the effect of alexithy-
mia in the context of decision-making under levels

of uncertainty to which members of the board of
companies are subjected following the proposal
of Molins and Serrano (2023), since alexithymia
has a negative relationship with loss aversion and
therefore an increase in alexithymia levels could
reduce levels of financial anxiety.

Likewise, it is recommended to conduct this
study to other cultures and /or levels of the orga-
nization in order to extend the results and make
comparisons, following the proposal of Rocha
(2024) who found a significant relationship be-
tween certain cultural dimensions (specifically,
masculinity, distance of power, individualism
and avoidance of uncertainty) and the five main
personality traits, which vary between countries
with different cultures.
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