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Abstract

Purpose – In this study, the author examines the effect of financial knowledge, financial attitude and
responsible financialmanagement behaviour on financial satisfaction and investigates the association between
financial satisfaction and psychological wellbeing of individuals. The author examines these relationships
having controlled for the influence of key demographic variables including age, gender, marital status, income
level and employment status of respondents on the predicted relationships.
Design/methodology/approach – Data was gathered by means of a self-administered questionnaire to
postgraduate business students from a large public university in Ghana. The hypothesized relationships of the
study were tested using the Partial Least Square Structural Equation Modelling (PLS-SEM) technique.
Findings – The author shows from the structural model analysis using the bootstrapping procedure that
financial knowledge, financial attitude and sound financial management behaviour have important
implications on financial satisfaction levels of individuals. Further, the author finds financial satisfaction to
be an important predictor of the psychological wellbeing of individuals.
Practical implications – The paper highlights the relevance of financial satisfaction on the psychological
wellbeingof an individualand identifies someof thedominant factors thatare associatedwith financial satisfaction.
Originality/value – This study examines the concept of financial satisfaction at the individual level and
uniquely highlights the psychological implications of financial satisfaction.
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Introduction
Happiness and life satisfaction have been the most sought-after aspirations of individuals
around the world. Indeed, available evidence in extant studies suggests that despite the
improvement in the general quality of life of a considerable number of individuals over the
years, many individuals continue to aspire to higher levels of satisfaction in life and greater
happiness (Ingrid et al., 2009; Oishi et al., 2009; Plouffe and Tremblay, 2017). One of the major
sources of happiness and life satisfaction as identified in literature is financial satisfaction
(Ingrid et al., 2009). Owing to this, individuals are impelled to work for longer periods with the
intention of earning more income to be financially satisfied. While the International Labour
Organization (ILO) recommends a standard 40-h working week as established in Convention
No. 47, most recent statistics suggest that, globally, the average weekly working time is far in
excess of the recommended threshold (ILO, 2018). Indeed, a number of employees frommany
parts of the world work for much longer hours than recommended and it has been observed
that huge variations exist in the distribution of normal working hours across countries.
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The percentage of workers working for very long hours, defined as 60 h aweek ormore by
the report (ILO, 2018) suggests Eastern Asia has the highest reported percentage of workers
working over 60 h aweek. This is distantly followed by sub-SaharanAfrica, Central,Western
and southern Asia, while close to 80% of countries in theMiddle East permit weekly working
hours in excess of 60 h. Undoubtedly, the desire to work for longer working hours by
individuals in many parts of the world is to improve the earning capacity of these individuals
in order to afford some reasonable amount of comfort in life. While the quality of life of an
individual has been described as a multifaceted concept comprising various indicators, the
financial situation of an individual has been found to be a critical determinant of the quality of
life in general. This, in part, explains why studies into financial satisfaction have been on the
ascendency in recent times. Existing studies on financial satisfaction have, however, focused
on the factors that influence financial satisfaction of the family as a unit. Factors including the
income level, employment status, age differences and marital status have been found to be
associated with the level of financial satisfaction (Fan and Babiarz, 2019; Joo and Grable,
2004; Kalra Sahi, 2013).

The current study examines the concept of financial satisfaction at the individual level,
exploring the dominant predictors of financial satisfaction of individuals. Unlike the evidence
provided by most extant studies, I examine an outcome of financial satisfaction by
investigating its effect on the psychological wellbeing of individuals. Bymeans of a structural
model analysis, I specifically examine the effect of financial knowledge, financial attitude and
financial management practices on financial satisfaction and ascertain whether financial
satisfaction impacts positively on an individual’s psychological wellbeing. Results of the
structural model analysis, having controlled for the effect of age, gender, marital status,
income level and employment status of respondents, indicate that financial knowledge,
financial attitude and a sound financial management behaviour are key in achieving financial
satisfaction. Additionally, I find financial satisfaction to be an important predictor of
psychological wellbeing of individuals. The remaining sections of the paper are structured as
follows; the next section contains the literature review and the hypotheses development,
followed by the methodology section. The subsequent section discusses results followed by
concluding remarks.

Literature review
The concept of psychological well-being
For aeons, the concept of happiness has been of great concern to individuals around the
world. While some individuals question the sources of happiness, others have resolved to
make themselves happy no matter what it takes. By nature, all humans desire to be happy,
this being the ultimate goal of human desires and passion and by far the highest target of
human existence. Notwithstanding the fact that the average individual aspires to be happy in
life, empirical studies have shown that most individuals are not happy in life. This, in part,
has been attributed to the fact that the meaning of happiness is often misplaced, especially
with regards to what real happiness is (Xiao et al., 2009). While most individuals view
happiness as the joy that we feel when striving to achieve our potential (Anic and Ton�ci�c,
2013), a considerable number of individuals also believe that happiness comes when one feels
satisfied and fulfilled. Despite the varied views on the definition for happiness, social
psychologists suggest that happiness is underpinned by one broad concept, “Wellbeing”.

In broad terms, wellbeing encompasses the general condition of an individual. Extant
literature has categorized the concept of wellbeing of an individual into objective and
subjective components (Zemtsov et al., 2015). Whereas objective wellbeing is mainly
concerned with the happenings in the external environment with respect to the living
standards of the whole population of a country, subjective wellbeing focuses mainly on the
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individual traits and characteristics of each person. Subjective wellbeing of an individual
consists of different dimensions including the physical, psychological, social and financial
wellbeing. While the relevance of each dimension cannot be overemphasized, Vlaev and
Elliott (2013) argue that the psychological wellbeing of an individual is fundamental to the
overall wellbeing of an individual. Not only does the psychological wellbeing play a vital role
in the personality and development of individuals, it also helps individuals to deal with
challenges and achieve what they want in life.

Psychological wellbeing is simply “a generalized feeling of happiness” (Blatn�y and �Solcov�a,
2016, p. 551). According to Hernandez et al. (2018), psychological wellbeing consists of a broad
array of positively toned subjective states and cognitive appraisals including lower activation
affects (e.g. calm or satisfied) and higher activation affects such as excited or thrilled. As a
multidimensional construct, psychological wellbeing consists of several aspects including life
satisfaction, self-acceptance (that is, positive evaluation of ones’ self and ones’ past life),
personal growth (sustained growth and development of a person) and environmental mastery
(the ability to effectively manage one’s life as well as the surrounding world) (Carmeli et al.,
2009). The above-mentioned dimensions of psychological wellbeing are tagged in most
empirical studies as “positive functioning of psychological wellbeing” (Ryff and Singer, 1996;
Zika and Chamberlain, 1992). In practice however, researchers often adopt one of these
dimensions as a proxy for measuring overall psychological wellbeing.

Other forms of psychological wellbeing, other than the aforementioned ones, have been
proposed by some researchers. The Hopkins Symptom Checklist (HSCL), for instance, has
been employed in some studies. The HSCL is based on a four underlying symptomdimension,
which include somatization (reflecting distress arising from perceptions of bodily
dysfunction), obsessive-compulsive (focusing on thoughts, impulses and actions that are
experienced as unremitting and irresistible by the individual), interpersonal sensitivity
(focusing on feelings of personal inadequacy and inferiority, particularly in comparison to
other persons) and anxiety and depression (Derogatis et al., 1974).

Extant studies have examined the dominant factors that influence psychological
wellbeing. For instance, Lester et al. (1983) examined the relationship between Maslow’s
hierarchy of needs and psychological health and found that the fulfilment of each of the needs
improved the psychological wellbeing of the individual. Their results show that the higher
the level of satisfaction among the needs, the more psychologically healthier an individual
becomes. The link between financial satisfaction and psychological wellbeing, however,
remains an open question. This study examines the concept of financial satisfaction and
ascertains whether it may be directly associated with the psychological wellbeing of
individuals.

Financial satisfaction
The quality of life of an individual is a multifaceted concept comprising various domains in
life. It encompasses life satisfaction, good physical and psychological health, personal
expectations of one’s goal in life and level of education, among others (Felce and Perry, 1995).
Life satisfaction is considered the most valued aspect of quality of life and, as such,
individuals continue to find ways of improving their living standards to feel satisfied in life
(Parrotta and Johnson, 1998). Extant literature has shown that defining life satisfaction is
subjective as it considers an individual’s evaluations of life with respect to what the
individual personally feels (Sam et al., 2015). Empirically, several factors have been found to
be closely related to life satisfaction (Kim and Chatterjee, 2019; Korankye and Kalenkoski,
2021). One of the major determinants of life satisfaction and quality of life is satisfaction with
one’s financial status (Fan and Babiarz, 2019; Ng and Diener, 2014). A survey conducted to
assess the quality of life of families in the United States suggests that even when times are
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favourable, the fears and concerns of individuals are centred largely on financial matters
(Erskine, 1973). Financial satisfaction is defined as the subjective evaluation of the extent to
which one’s financial resources are adequate or inadequate to meet both current and future
financial obligations (Hira and Mugenda, 1998).

Extant studies have measured financial satisfaction in two different ways. While some
studies adopt several indicator item scales, it is common to find just one item indicator such as
satisfaction with income, satisfaction with current financial status and satisfaction with
standard of living among others as useful measures of financial satisfaction (Ali et al., 2015;
Vera-Toscano et al., 2006). Ali et al. (2015) suggest that out of the various indicators used in the
measurement of financial satisfaction, satisfaction with financial status is arguably the
broadest measure highlighting the overall financial situation of an individual.

In terms of its determinants, some demographic factors such as income levels have been
associated with the financial satisfaction of individuals (Vera-Toscano et al., 2006; Seghieri
et al., 2006). A high-income level is usually associated with a higher level of financial
satisfaction as individuals within higher income bracket are able to meet their needs to a very
large extent. Seghieri et al. (2006) suggest that a higher standard of satisfaction is achieved
when a considerable number of needs aremet as a result of a higher level of income. It has also
been documented that financial satisfaction usually increaseswith age. Thus, older folks tend
to be more financially satisfied than younger ones. The argument in support of this is that as
individuals grow older, major expenditures are taken care of which relieves the individual of
huge financial burdens and responsibilities. According to Hansen et al. (2008), a considerable
part of the higher financial satisfactionwith increasing age can be explained by greater assets
and less debt among the aged. Hansen et al. (2008), however, admit that this assumption is
relative as some people might still have their children and spouses to take care of as they age,
which could affect their financial position. Indeed, Fan and Babiarz (2019) find financial
satisfaction to peak at the youthful age and decline afterwards.

The effect of marital status on financial satisfaction has also received some research
attention. Fan and Babiarz (2019), for instance, conclude that married people experience
higher financial satisfaction than their single counterparts, and some studies have found
employed individuals to experience higher financial satisfaction than the unemployed (Hong
and Swanson, 1995; Joo and Grable, 2004). This finding indirectly supports the reported
relationship between income levels and financial satisfaction given that the earning capacity
of individuals in employment is undoubtedly higher than the unemployed.

Apart from these demographic variables, the influence of attitudes and behaviours on
financial has also been highlighted in literature as key determinants of financial satisfaction.
They include financial knowledge, financial attitude and financial management among
others.

Determinants of financial satisfaction
Financial knowledge. Decision-making is an integral part of the life of an individual, the firm
and government. The ability to make rational or sound decisions rests, in part, with the
knowledge level of the individual as far as the subject matter is concern. One of the most
important decisions that an individual is confrontedwith consistently at various stages in the
life are the financial decisions. Undeniably, good financial decisions are made when
individuals have the requisite financial knowledge (Huston, 2010). In the literature, the terms
financial knowledge and financial literacy have often been used interchangeably (Huston,
2010, p. 296). While some researchers consider financial literacy as a broad concept
encompassing financial knowledge, financial experience and financial behaviour, others
conclude that both financial knowledge and financial literacy have a mutual meaning.
Bowen (2002, p. 93), for instance, defines financial knowledge as “understanding key financial
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terms and concepts” needed to make well-informed financial decisions’. Servon and Kaestner
(2008), on the other hand, attribute this same definition of financial knowledge to mean
financial literacy. This study subscribes to conceptualization of financial knowledge to mean
the understanding of important finance terms and concepts such as savings, insurance
policies, budgeting and investment.

Over the years, studies on financial knowledge have explored the key drivers of
focusing on the demographic factors as gender, age, social class and marital status among
others (Joo and Grable, 2004; Parrotta and Johnson, 1998; Xiao and Porto, 2017). For
instance, in terms of gender, studies have shown that men are more financially
knowledgeable than women. This has been attributed to the fact that men have more
opportunities as well as experience with formal financial services; hence, their knowledge
in financial issues is higher than that of women (Chowa et al., 2012). In terms of outcomes,
financial knowledge has been associated with several economic behaviours including
retirement planning, wealth accumulation and financial wellbeing among others. The
narrative is that the economic behaviour of individuals improves with increased financial
knowledge.

Financial attitude. Eagly and Chaiken (1993) define attitude as a tendency to act in a good
or favourable way toward an entity. Generally, attitudes are the evaluation of ideas, event,
objects or people that help in understanding and predicting the behaviour of individuals in
different situations (Paluri and Mehra, 2016). An attitude is deemed relevant if it impacts
greatly on basic social or personal value. The strength of an attitude therefore depends
largely on the influence it has on behaviour. Aweak attitude is one that can be easily changed
and is unlikely to shape behaviour. On the other hand, attitudes that are the hardest to change
are those that powerfully shape behaviour (Howe and Krosnick, 2017). Hence, attitude may
become relevant if an individual views an attitude object as relevant to his basic social and
personal values.

An individual’s attitude toward financial matters has witnessed significant research
interest for decades. Chowa et al. (2012) define financial attitude as an individual’s beliefs
and values related to the various financial concepts. Financial attitude has also been
explained to mean the psychological tendency expressed when evaluating recommended
financial management practices (Fernandes et al., 2014). Pham et al. (2012) surmise that
attitude could be positive or negative depending on the motive of the individual. A positive
attitude generally leads to a more desirable outcome, for instance responsible financial
behaviour.

Financial management.Moneymanagement skills and the ability to make sound financial
decisions through good financial management practices have been acknowledged by
researchers to be extremely relevant to human success (Atkinson et al., 2006). Indeed, it has
been argued that irrespective of an individual’s financial status, it is important to practice
financial management when making financial decisions or setting financial goals (C�amara
and David, 2015; Parrotta and Johnson, 1998). The term “financial management” has been
conceptualized to mean the process of planning, implementing and evaluating behaviour
associated with the allocation of one’s current flow of income as well as stock of wealth to
meet financial goals and obligations (Godwin and Koonce, 1992). It includes activities such as
cash flow, savings, investment, insurance, retirement planning, estate planning and tax
planning among others. Managing one’s financial affairs soundly is key to attaining financial
satisfaction in life. Individuals with good financial management practices are unlikely to fall
into financial troubles given that such individuals prioritize their spending, exhibit healthy
financial behaviours such as saving for the future and planning for their retirement (Chinen
and Endo, 2012).

In terms of the financial management and financial satisfaction nexus, a plethora of
studies have confirmed that sound financial management impacts positively on financial
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satisfaction and life satisfaction in general (Cude et al., 2006; Davis and Weber, 1990;
Kerkmann et al., 2000).

Conceptual framework. Figure 1 shows the conceptual framework developed for the
study with reference to Davis and Helmick (1985). The framework, as shown in Figure 1,
describes the relationships among the constructs used in the study. The study examines
financial knowledge, financial attitude and financial management as determinants of
financial satisfaction and psychological wellbeing, and as an outcome of financial
satisfaction. Specifically, an individual’s knowledge on financial issues is expected to
influence their opinion, judgements or psychological evaluations about financial
management practices (proxied by financial attitude). Financial attitude is expected to
influence the individual to make use of recommended financial management practices such
as basic money management, emergency savings and planning for retirement among
others. It is expected that individuals engaging in this type of behaviour have greater
chance of becoming financially satisfied in life. The peace of mind associated with being
financially satisfied is expected to impact positively on the individual’s psychological
wellbeing.

Based on this conceptual framework, the following hypotheses will be tested:

H1. Financial knowledge has a positive relationship with financial satisfaction.

H2. Financial attitude has a positive relationship with financial satisfaction.

H3. Financial management has a positive relationship with financial satisfaction.

H4. Age, employment, gender, income and marital status are positively related with
financial satisfaction.

H5. Financial satisfaction has a positive relationship with psychological wellbeing.

Theoretical review
The Deacon–Firebaugh model
The Deacon–Firebaugh model provides substantial theoretical grounding for this study. In
determining the relationship between financial knowledge, attitude, management and
financial satisfaction, a model in the form of a life cycle was developed, which stemmed from
input, throughput and output.

Simply put, inputs enter the system and are transformed to produce outputs. The financial
management literature generally defines inputs (which is the first stage of the process) to the
system as material resources (such as income, net worth and savings), or as human resources
(such as general education, age or financial knowledge). Outputs from the system have been
commonly operationalized as objective outcomes such as change in net worth, or as

Financial Knowledge 

Financial Attitude 

Financial Management 

Financial Satisfaction 
Psychological 

Wellbeing 

Figure 1.
Framework of
the study
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subjective outcomes such as satisfaction (Davis and Helmick, 1985; Hira andMugenda, 1998).
In this study, the outcome is proxied by satisfaction with financial status.

The second stage of the process, which is the system’s throughput or transformation
process, comprises the personal and managerial subsystems. The managerial subsystem is
conventionally defined as money management practices or as planning and implementing
behaviours. Consequently, the managerial subsystem is defined as financial management in
this study, where financial management is the set of behaviours performed; specifically, the
planning, implementing and evaluating involved in the areas of cash, credit, investments,
insurance and retirement among others (Godwin and Koonce, 1992). The rationale for
including attitudes in the personal subsystem is derived from combining the definition of
attitudes in the psychological literature with Deacon and Firebaugh’s definition of personal
subsystem.

In extant psychological literature, attitude has been defined as “a psychological tendency
that is expressed by evaluating a particular entity with some degree of favour or disfavour”
(Eagly and Chaiken, 1993, p. 1). Therefore, financial attitudes can be considered as the
psychological tendency expressed when evaluating recommended financial management
practices with some degree of agreement or disagreement. Deacon and Firebaugh (1988)
emphasize that values evolve, and cognitive, emotional, social and physical abilities develop
in the personal subsystem. In Deacon and Firebaugh’s discussion of the interactions of the
personal andmanagerial subsystems, they posit that there is considerable exchange between
the systems, with managerial actions both affecting and being affected by developmental
capacities and evolving values. Eagly and Chaiken (1993) postulated that attitudes are
manifested in behavioural responses. Therefore, it is reasonable to define financial attitudes
as a personal subsystem variable and financial behaviours, which, in this instance, is
financial management practices as a managerial subsystem variable.

Methodology
Design, research instrument and data collection
This study adopts the quantitative approach and data for study was collected by means of a
structured questionnaire. The questionnaire consisted of two sections. The first section
sought the demographic characteristics of the respondents while the second section sought
the views of respondents on their level of financial satisfaction and the factors that influence
their financial satisfaction using a seven-point Likert scale, where 1 represents a strong
disagreement and 7 represents a strong agreement. Except for the psychological wellbeing
scale that was adapted from The Hopkins Symptoms Checklist (HSCL), all scales used in this
study were adapted from the work of Ali et al. (2015).

Population, sample selection
The population for this study consisted of all students pursuing post-graduate studies at the
University of Ghana Business School. Post-graduate students were targeted for this study as
the financial status of respondents is important in the financial satisfaction discourse. Given
that the earning capacity of an individual is critical in assessing his/her financial status
(Oquaye et al., 2020), post-graduate students were considered more ideal for this study as
most undergraduate students are usually not in any form of gainful employment. To improve
representativeness of the sample and to account for the differences in some key demographic
characteristics of the respondents in the analysis, the questionnaires were administered
during required core course sections for the students. Participation in the survey was
voluntary and respondents were assured of confidentiality of their responses. A total of 386
questionnaires were administered in the second quarter of the year 2020, out of which 236
were returned: 217 valid responses were used for the analysis.
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As shown in Table 1, the sample size was male dominated, with 55.3% of the respondents
being male, and most of the respondents were within the age bracket of 31–40 years.
Approximately 63% of the respondents are married and a very significant number of the
respondents (90.3%) were employed.

Descriptive statistics of constructs
Table 2 presents the mean scores and the standard deviations of respondents’ view on the
various indicators used to measure the constructs. On average, the respondents were
financially knowledgeable (Mean5 4.88) and demonstrated a very positive attitude towards
financial issues (Mean 5 5.34). Generally, the respondents expressed positive opinion and
judgements when evaluating recommended financial management practices such as basic
money management, credit planning and retirement planning, among others. Most of the
respondents strongly share the view that it is necessary for an individual to plan his or her
finances to ensure financial security.

The construct financial management had an overall mean score of 4.50, an indication that
a considerable number of the respondents apply general principles of management in their
financial decisions. The indicator “I actively invest in shares” recorded the lowest mean score
(Mean 5 3.34; SD 5 2.04) while the indicator “Before I buy something, I carefully consider
whether I can afford it” recorded the highest mean score (Mean5 5.35; SD5 1.76). Financial
satisfaction recorded a mean score of 3.86. By implication, the respondents were moderately
satisfied with their current financial situation. Out of the six indicators used to measure the
financial satisfaction construct, the indicator “If I had a major loss of income, I could manage
for a period of time” recorded the highest average score of 4.25, while the indicator “I am
satisfied with my current financial situation” recorded the lowest mean score of 3.45.

Variable Frequency Percentage

Gender
Male 120 55.3
Female 97 44.7

Age
21–30 76 35
31–40 112 51.6
41–50 21 9.7
51 and above 8 3.6

Marital status
Married 136 62.7
Unmarried 81 37.3

Monthly income
Below 1,000 7 3.2
1,000–1999 56 25.8
2000–2,999 50 23.0
3,000–3,999 37 17.1
4,000–4,999 24 11.1
5,000 and above 43 19.8

Employment status
Employed 196 90.3
Unemployed 21 9.7

Table 1.
Demographic statistics
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Descriptive statistics of constructs Mean
Std.

deviation

Financial knowledge
How would you rate your level of financial knowledge 4.88 1.31

Financial attitude
Individuals should concentrate on the present when managing their finances 5.16 2.06
Financial planning for retirement is not necessary for assuring one’s security during
old age

5.69 1.84

Having a financial plan makes it difficult to make financial investment decisions 5.65 1.89
Having a savings plan is not really necessary in today’s world in order to meet one’s
financial needs

5.61 1.86

It is really essential to plan for the possible disability of a family wage earner 5.82 1.61
Planning is unnecessary distraction when individuals are just trying to get by today 5.62 1.69
Keeping records of financial matters is too time-consuming to worry about 6.00 1.69
Saving is not really important 4.30 1.67
It is important for an individual to develop a regular pattern of savings and stick to it 4.71 2.28
Thinking about where you will be financially in 5 or 10 years in the future is essential
for financial success

4.86 2.22

Overall mean 5.34

Financial management
I always pay bills before the due date 4.00 1.89
I always read the details of my bills to compare monthly usage or rate changes 4.73 2.06
I normally budget my monthly expenses 4.92 1.85
I keep track of my expenses 4.97 1.76
Before I buy something, I carefully consider whether I can afford it 5.35 1.76
On any day, I would know how much money I have to meet the daily living costs 4.94 1.72
I save money for retirement 5.21 1.92
My monthly pension contribution is sufficient for my retirement days 3.72 1.93
At any time, I have some money saved for emergencies 4.94 1.77
I ensure that with every pay, I would save some 5.12 1.77
I plan for long-term goals including children’s education fund, houses and vehicles 5.00 1.86
My insurance coverage is sufficient to meet costs related to emergency events 3.73 1.88
I actively invest in shares 3.34 2.04
I have the right estate properties for my needs 3.56 1.98
I have proper estate planning for my heirs 3.88 1.94
I am currently following my long-term financial plan 4.65 1.80
Overall mean 4.50

Financial satisfaction
I am satisfied with my current financial situation 3.45 1.75
I can do little to improve my current financial situation 3.57 1.82
I rarely run short of money 4.14 1.73
Sometimes I feel that my income does not quite cover my living costs 3.55 1.79
If I had a major loss of income, I could manage for a period of time (e.g. for 3 months) 4.25 1.82
Based on my current financial situation, I could easily obtain a loan if I needed one 4.23 1.99
Overall mean 3.86

(continued )
Table 2.

Descriptive statistics
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The psychological wellbeing construct had an overall mean score of 5.01. With the mean
score for the indicators of this construct ranging from 4.72 to 5.42, it is a demonstration that
most respondents are dissatisfied with their current financial status and are generally in a
high state of psychological distress. Given that psychological wellbeing is usually
conceptualized as a combination of positive affective states such as happiness, the high
mean scores for each of the indicators (which are negatively worded) suggest high levels of
stress arising from the respondents’ dissatisfaction with their financial status.

Construct reliability and validity tests
Reliability and validity tests were conducted on the constructs to determine their suitability
for inclusion in the structural model analysis. Reliability is the assessment of the consistency
of results produced using a research instrument (Golafshani, 2003). The internal consistency
of each construct wasmeasured using the Cronbach alpha (CA) and composite reliability (CR)
scores. Results of these tests, as shown in Table 3, indicate that the CA and CR score for each
construct is above 0.70, which falls within the acceptable reliability range (Fornell and David,
1981) except for the financial satisfaction construct which recorded a CA value slightly below
the minimum threshold.

Construct validity was assessed by means of the convergent and discriminant validity
tests. Convergent validity was assessed using the average variance extracted (AVE).
The AVE scores of all the constructs, as shown in Table 3, met the recommended threshold
value of 0.5 and above (Hair et al., 2014). To show how distinct and uncorrelated the
constructs are, the discriminant validity test was conducted using the Fornell–Larcker
criterion. For discriminant validity to be assured, the square root of the AVE scores of the
factors should be greater than the cross correlations between the factors (Fornell and David,
1981). Results of this test, as presented in Table 4, demonstrate that discriminant validity is
assured as theAVE scores for the constructswere greater than the squared cross-correlations
of the constructs.

Descriptive statistics of constructs Mean
Std.

deviation

Psychological wellbeing
Frequent headaches 5.42 1.69
Feeling low in energy or slowed down 5.00 1.64
Difficulty in making decisions 4.97 1.70
Your mind going blind 5.26 1.67
Trouble concentrating 4.88 1.73
Feeling easily annoyed or irritated 4.72 1.88
Temper outburst you could not control 4.88 1.89
Suddenly scared for no reason 4.94 1.91
Poor appetite 4.94 1.87
Crying easily 5.05 2.04
Overall mean 5.01Table 2.

Factors CA CR AVE

Financial knowledge 1.00 1.00 1.00
Financial attitude 0.71 0.81 0.53
Financial management 0.90 0.92 0.51
Financial satisfaction 0.68 0.80 0.51
Psychological wellbeing 0.94 0.95 0.63

Table 3.
CA, CR, AVE
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Structural model analysis
Having established the suitability of the constructs by means of the reliability and validity
tests, the study proceeded to assess the structural model. Prior to testing the hypotheses of
the study, a multicollinearity test was conducted using the Variance Inflation Factor (VIF).
VIF provides a reasonable and intuitive indication of the effects of multi-collinearity on the
variance of a regression coefficient (O’Brien, 2007). Test results suggest the structural model
analysis will not be influenced negatively by collinearity problems as the VIF values for the
constructs fall within the recommended threshold having a lower bound of 1.00 and a higher
bound of 1.42 (see Table 5).

The proposed hypotheses, as shown in Figure 2, were tested by employing the Smart-PLS
Bootstrapping procedure. Results from the structural model analysis are presented in
Table 6.

Results and discussion
The results, as shown in Table 6, suggest a positive but insignificant relationship exists
between financial knowledge and financial satisfaction (β 5 0.062, p-value 5 0.311). The
positive coefficient is an indication that the likelihood of becoming financially satisfied in life
increaseswhen an individual is knowledgeable in financial issues. Generally, individuals who
are financially knowledgeable tend to interpret their financial circumstances better, have
better coping mechanisms and always strive to improve their financial and living conditions
(Joo and Grable, 2004; Hira and Mugenda, 1998). The insignificant result, however, suggests
that financial knowledge may not be a key predictor of a person’s financial satisfaction. As
argued by Tang and Baker (2016), although financial knowledge is important, it is an
insufficient driver of responsible financial behaviour and, by extension, financial satisfaction.
While the evidence provided by extant studies is not conclusive, findings by most studies
(Joo and Grable, 2004; Riitsalu and Murakas, 2019) generally conclude that knowledge is an
important factor, but not the sole determinant of financial satisfaction. From the
bootstrapping analysis, I also find sufficient evidence to support the claim that increased
financial knowledge tends to be associated with a more positive financial attitude and
responsible financial management behaviours.

The relationship between financial management and financial satisfaction yielded a
positive and statistically significant relationship (β 5 0.42, p-value5 0.000). By implication,
becoming financially satisfied in life also rests substantially on the ability to make sound
financial decisions through good financial management practices. Thus, to be financially
satisfied in life, an individual must be responsible in the way they deal with their daily
financial routine and by saving and investment behaviours. Maintaining savings, investing
rightly and planning for retirement are among the various responsible activities that must be
undertaken to achieve financial satisfaction. Sound financial management behaviour indeed

Constructs FA FK FM FS MS PW

FA 0.73
FK 0.11 1.00
FM 0.49 0.14 0.71
FS 0.33 0.14 0.51 0.71
MS �0.08 0.01 0.00 �0.05 1.00
PW 0.39 0.16 0.37 0.28 �0.02 0.80

Note(s): FA: Financial attitude, FK: Financial knowledge, FM: Financial management, FS: Financial
satisfaction, MS: Marital status, PW: Psychological wellbeing

Table 4.
Discriminant validity

(Fornell–Larcker
criterion)
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Constructs

Financial knowledge 1.12
Financial attitude 1.35
Financial management 1.35
Age 1.42
Employment 1.12
Gender 1.07
Income 1.37
Marital status 1.21
Financial satisfaction 1.00

Hypothesis path Path coeff. p-values Remarks

Financial knowledge → Financial attitude 0.114 0.097 Accepted
Financial attitude → Financial management 0.500 0.000 Accepted
Financial management → Financial satisfaction 0.420 0.000 Accepted
Financial knowledge → Financial management 0.096 0.094 Accepted
Financial attitude → Financial satisfaction 0.108 0.135 Not accepted
Financial knowledge → Financial satisfaction 0.062 0.311 Not accepted
Financial satisfaction → Psychological wellbeing 0.277 0.000 Accepted
Age → Financial satisfaction �0.04 0.60 Not accepted
Employment→ Financial satisfaction 0.14 0.02 Accepted
Gender → Financial satisfaction �0.17 0.01 Accepted
Income → Financial satisfaction 0.19 0.01 Accepted
Marital status → Financial satisfaction �0.06 0.31 Not accepted
R2 (0.34, 0.07)
Q2 (0.15, 0.04)

Table 5.
VIF of indicators

Figure 2.
A structural model of
the relationship
between the
determinants of
financial satisfaction
and its impact on
psychological
wellbeing

Table 6.
Direct effects
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reduces the risks of falling into financial problems, promotes prioritized spending behaviour
and ultimately enhances the financial status of an individual and satisfaction thereof. This
finding is consistent with results of prior studies (Baryła-Matejczuk et al., 2020; Qamar et al.,
2016; Robb and Woodyard, 2011) that associate good financial management practices with
financial satisfaction.

The results show a positive but insignificant relationship between financial attitude and
financial satisfaction (β 5 0.108, p-value 5 0.135). Thus, an individual’s attitude, which
describes the degree to which that individual evaluates a behaviour (financial) either
favourably or unfavourably, may be a key determinant of the level of financial satisfaction.
Positive attitude (tendency to act in a good or favourable way) towards financial matters is an
important step in becoming financially satisfied in life, although the insignificant relationship
suggests attitude alone does not determine behaviour (Paluri and Mehra, 2016). However,
given that financial attitude has a positive and highly significant (β5 0.500, p-value5 0.000)
relationship with financial management behaviour, its implication on financial satisfaction
cannot be overemphasized. This is because individuals with a good financial attitude tend to
practice good personal financial management, which in the long run leads to improved
financial satisfaction.

In terms of the association between the demographic variables and financial satisfaction,
I find a positive and highly significant association between the employment status and
income levels of the respondents and their financial satisfaction level. These findings suggest
individuals in active employment tend to be more financially satisfied than the unemployed
and that the higher the income level, the higher the likelihood of the individual becoming
financially satisfied. As documented by some prior studies (Fan and Babiarz, 2019; Hsieh,
2003; Roszkowski and Goetz, 2019; Tharp et al., 2019), unemployment and the lack of regular
income increases stress and decreases financial satisfaction of individuals. Furthermore, the
results show a negative and statistically significant relationship between gender and
financial satisfaction (β 5 �0.17, p-value 5 0.00). This shows that gender differences
significantly impact on an individual’s financial satisfaction level. Interestingly, I find the
females to be more financially satisfied than males in contrast with most empirical findings,
which conclude that males are usually more financially satisfied than females (Kirbi�s et al.,
2017; Hira and Mugenda, 2000). Hira and Mugenda (2000), for instance, conclude that women
are mostly dissatisfied with their financial situation as a result of indiscriminate spending
habits.

On the other hand, age and marital status were found not to have any significant
relationshipwith financial satisfaction. Intuitively, this demonstrates that a person’s age does
not significantly affect their financial satisfaction level. This finding is in sharp contrast with
some existing studies (Ferrer-i-Carbonell and Frijters, 2004; Parrotta and Johnson, 1998; Ryff,
1995), which conclude that older generation tend to have more control of their environment,
and have lower aspirations that are easier to meet; hence, are more financially satisfied as
compared to the younger generation. However, it is consistent with the finding by Joo and
Grable (2004) that demographic variables such as age may not directly influence financial
satisfaction of people. The results (β 5 �0.06, p-value 5 0.31) indicate that whether an
individual is married or single does not significantly affect financial satisfaction. Thus, I did
not find sufficient evidence to support findings by some extant studies (Yamokoski and
Keister, 2006; Fan and Babiarz, 2019) that associate marital status with financial satisfaction.

Lastly, the results indicate a positive and highly significant relationship between financial
satisfaction and psychological wellbeing (β 5 0.277, p-value5 0.000). Thus, consistent with
my expectation, this finding demonstrates that individuals who are financially satisfied tend
to be psychologically well in life. Thismeans that individuals who are financially satisfied are
more likely to be experiencing positive affective states such as happiness and are less likely to
be experiencing negative affective states such as low energy, lack of concentration, temper
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outbursts, etc. Empirical evidence supports this finding that the satisfaction level of one’s
financial status greatly affects their psychological wellbeing (Archuleta et al., 2013; Plagnol,
2011; Creed and Watson, 2003; Kahneman and Deaton, 2010). Financial risk, attitude and
financial behaviour have been taken to be themost important and consistent factors affecting
financial satisfaction.

Conclusion
Financial satisfaction has been one of the topical issues discussed in the finance literature in
recent times. Individuals as well as families are becoming more concerned about their
financial health as it has been documented to have direct implications on their health,
happiness and life satisfaction among others. Empirical studies on financial satisfaction have
focused on discussing the determinants of financial satisfaction of households and how that
impacts on their overall satisfaction in life. I contribute to the literature at the individual level
by examining the predictors of financial satisfaction of individuals. Further, I examine the
effect of financial satisfaction on the psychological wellbeing of individuals.

Findings of this study show that financial management is a good determinant of financial
satisfaction. I also find financial knowledge and financial attitude to have a positive
association with both financial management and financial satisfaction. Again, the results
demonstrate that financial satisfaction impacts positively on an individual’s psychological
wellbeing. Taken together, these findings do not only show the relevance of financial
satisfaction on an individual’s psychological state but also suggest themechanisms bywhich
individuals can improve their level of financial satisfaction. Developing one’s financial
management skills is crucial to achieving financial satisfaction and the results show
enhancing one’s knowledge, and developing a positive financial attitude are some of the
important means of promoting responsible financial management behaviour.

Notwithstanding the significant contributions of this study, the findings of this study are
limited in some respects. The respondents used in this study were post-graduate business
students who are expected to be more knowledgeable in financial matters than their peers
pursuing non-business programmes. Future studies could consider amore diverse sample by
focusing on both business and non-business students. Future research may also consider
conducting a longitudinal cohort study to assess the changes in the financial satisfaction level
of individuals over time.
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