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In this study, we differentiate subjective financial knowledge from objective financial 
knowledge and propose that subjective financial knowledge relates to financial satisfaction 
both directly as well as indirectly through financial behavior. This study used data obtained 
from a multi-stage random sample of household financial officers in Kerala, India (n=450). 
Results showed that subjective financial knowledge significantly relates to household financial 
officers’ financial satisfaction after controlling for objective financial knowledge and other 
socioeconomic factors. The relationship between subjective financial knowledge and financial 
satisfaction could be both direct and indirect through financial behavior. The findings suggest 
that financial education programs should focus on enhancing not only objective financial 
knowledge but also subjective financial knowledge for engaging in responsible financial 
behavior, which in turn relates to financial satisfaction. 
 
Keywords: subjective financial knowledge; objective financial knowledge; financial behavior; 
financial satisfaction 
 
        Financial satisfaction has been a significant area of research for the last several years. 
Financial satisfaction and its relationship with overall life satisfaction have been researched 
adequately in prior studies. Evidence shows that financial satisfaction is a central domain of 
life satisfaction (Bowling & Windsor, 2001; Diener & Diener, 1995; Loewe et al., 2014; 
Michalos & Orlando, 2006; Oishi et al., 1999; Pavot & Diener, 1993; Xiao et al., 2009). 
Financial satisfaction contributes to general well-being (Campbell, 1981), and is a crucial 
element of quality of life (Mugenda et al., 1990).  The complex global financial environment 
indicates that financial knowledge is important for achieving financial satisfaction. In this 
study, we distinguish subjective financial knowledge (confidence in personal financial 
knowledge) from objective financial knowledge (actual financial knowledge) and posit that 
subjective financial knowledge relates to financial satisfaction through financial behavior. 
The present study focuses on the way through which subjective financial knowledge relates 
to financial satisfaction of household financial officers in Kerala, India. 
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Literature Review and Theory 
 
        Joo (2008) stated that financial satisfaction is the satisfaction of individuals with their 
financial conditions. Financial satisfaction includes contentment with material and non-
material financial conditions (Joo & Grable, 2004). Zimmerman (1995) suggested that 
financial satisfaction is the state of being financially happy, healthy, and free from worry. Ali 
et al. (2015) stated that financial satisfaction is the individuals’ perception of their personal 
financial situation. Financial satisfaction showed the subjective evaluation of financial status 
(Vera-Toscano et al., 2006). In other words, financial satisfaction refers to the appraisal of  
individuals’ satisfaction with their personal financial condition (Hira & Mugenda, 1998). 
Prior studies showed that there is no consensus regarding the measurement of financial 
satisfaction (Godwin, 1994). Researchers like Davis and Schumm (1987), Morgan (1992), 
and Porter and Garman (1993) have used single-item measures to assess financial 
satisfaction. Other researchers used multiple-item measures to assess financial satisfaction. 
Hira and Mugenda (1998) measured financial satisfaction by considering  various factors like 
financial management ability, amount of savings, debt, present financial situation, 
preparedness for emergencies, and ability to meet long-term goals. Similarly, Lown and Ju 
(1992) measured financial satisfaction, and Hayhoe and Wilhelm (1998) measured 
perceived economic well-being by using multiple items. 
 
        Research has shown that financially knowledgeable individuals tend to be satisfied with 
their financial resources by engaging in responsible financial behavior (Ali et al., 2015; Joo & 
Grable, 2004; Taft et al., 2013; Xiao et al., 2006). Financial knowledge refers to the 
understanding of financial concepts and products. Lind et al. (2020) suggested that it is the 
knowledge regarding concepts and products in personal finance. Formal education, practical 
experience, and consultation with others are the primary ways to achieve financial knowledge. 
Lusardi and Mitchell (2008) suggested that an individual’s financial knowledge can be 
measured by taking into account the basic numerical ability to do calculations related to 
interest rates, understanding of inflation, and risk diversification.  In other words, it measures 
the numeracy of an individual to perform calculations in compound interest, understanding 
about inflation in the financial decision-making perspective, and understanding regarding 
stocks and risk diversification. 
 
        Literature shows that there are two components of financial knowledge – objective 
financial knowledge and subjective financial knowledge. The former refers to the actual 
financial knowledge assessed by financial literacy questions, and the latter denotes the self-
assessed financial knowledge (perceived financial knowledge) of an individual (Joo & Grable, 
2004; Robb & Woodyard, 2011; Woodyard & Robb, 2016; Xiao et al., 2011). Researchers 
suggested that objective financial knowledge represents an individual’s competence in 
financial knowledge, whereas subjective financial knowledge indicates confidence in 
personal financial knowledge (Lind et al., 2020). Generally, there is a mismatch between 
objective financial knowledge and subjective financial knowledge (Lusardi, 2011). For 
example, individuals having high objective financial knowledge may not necessarily have 
high subjective financial knowledge (Asaad, 2015; Hadar et al., 2013).  
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        Researchers consistently showed the effect of both objective and subjective financial 
knowledge on financial satisfaction. Allgood and Walstad (2013) have employed the 
measure of financial sophistication by classifying individuals into four groups of high or low 
financial knowledge for both objective and subjective measures. Woodyard and Robb (2016) 
also measured financial sophistication in a similar way and found that those with low 
objective- high subjective financial knowledge are satisfied with their financial resources, 
and those with high objective-low subjective financial knowledge reported the reverse. 
Researchers (Lind et al., 2020) investigated how financial knowledge (both objective and 
subjective) related to subjective financial well-being (measured by financial anxiety and 
financial security). Results showed that financial knowledge confidence (subjective financial 
knowledge) predicts two facets of subjective financial well-being, whereas actual financial 
knowledge predicts financial anxiety only. Atlas et al. (2019) found that confidence in 
personal financial knowledge has direct and indirect effects on financial satisfaction. The 
indirect effect is through credit card use. Atlas et al. further reported that objective financial 
knowledge moderates the above relationship. Results from the study among employees at a 
state university in Ankara, Turkey, revealed a positive relationship between perceived 
financial knowledge and financial satisfaction (Coskuner, 2016). Joo and Grable (2004) 
introduced a subjective measure of financial knowledge and established a positive 
association with financial satisfaction. Adding to the above, Xiao, Chen, and Chen (2014) 
inferred that confidence in personal financial knowledge has a strong influence on financial 
satisfaction. Research suggested that, compared to actual financial knowledge, perceived 
financial knowledge (financial knowledge confidence) is more important in relation to 
financial satisfaction (Woodyard & Robb, 2016) and subjective financial well-being (Lind et 
al., 2020). 
 
        Researchers have reported a consistent association between knowledge and behavior 
from a financial perspective. It means that those who have sound financial knowledge tend 
to be engaged in responsible financial behavior (Chen & Volpe, 1998; Grable et al., 2020; 
Javed et al., 2017; Lusardi & Mitchell, 2007; Ramalho & Forte, 2019; Robb, 2011; Robb & 
Woodyard, 2011; Yong et al., 2018). Xiao (2008) stated that financial behavior is the human 
behavior related to the management of financial resources. Xiao, Chen, and Chen (2014) 
categorized financial behavior as positive and negative financial behavior or desirable and 
risky financial behavior. It involves cash management behavior, credit management 
behavior, savings behavior, and investment behavior. There is a hierarchical relationship 
between these behaviors, which means each may be the antecedent to the next (Hilgert et 
al., 2003). Robb and Woodyard (2011) suggested the following six best financial practices: 
(a) an adequate fund for future emergencies, (b) preparedness for retirement, (c) paying off 
credit card balances regularly, (d) getting a copy of credit card report, (e) risk management, 
and (f) not overdrawing a checking account.  
 
        Lusardi and Mitchell (2014) suggested that financial knowledge is essential for 
economic behavior as there is a cause-effect relationship between knowledge and behavior. 
Hilgert et al. (2003) suggested that household financial behavior in specific areas like cash 
flow management, credit management, saving, and investment are positively related to 
overall financial knowledge. Bernheim (1998) found that poor financial knowledge is a 
constraint on sound saving habits. Individuals who are financially savvy are more likely to 
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have proper retirement planning (Lusardi & Mitchell, 2011). Those with sound financial 
knowledge are more likely to engage in stock market activities (van Rooij et al., 2011). 
Numeracy strongly influences mortgage defaults (Gerardi et al., 2013), and those who are 
financially less knowledgeable may engage in high-cost methods of borrowing (Lusardi & 
Tufano, 2015).  
 
        Researchers pointed out the effect of objective and subjective financial knowledge on 
financial behavior. A study conducted among Chinese consumers suggested that objective 
and subjective financial knowledge are significant determinants of responsible financial 
behavior (Javed et al., 2017). Similarly, results from the study among young adults in the 
United States revealed that individuals who have objective financial knowledge and 
confidence in financial knowledge tend to be engaged in responsible financial practices like 
planning for retirement, preparing for emergencies, and are less likely to use costly 
borrowing (de Bassa Scheresberg, 2013). Findings from a nationally representative data set 
of US adults revealed a positive relationship between subjective financial knowledge and 
financial behavior (Tang & Baker, 2016). Hadar et al. (2013) revealed the role of subjective 
financial knowledge on financial decisions. They suggested that the higher the subjective 
financial knowledge, the higher will be the willingness to enroll in retirement saving 
strategies and to choose risky investment options. Xiao, Ahn, et al. (2014) reported that the 
effect of objective and subjective financial knowledge on financial behavior is not the same. 
Ramalho and Forte (2019) suggested that objective financial knowledge has direct and 
indirect effects on financial behavior. The indirect effect is through perceived financial 
knowledge. Specifically, actual financial knowledge (objective financial knowledge) affects 
perceived financial knowledge (subjective financial knowledge), and perceived financial 
knowledge affects financial behavior. Even though both objective and subjective financial 
knowledge have an effect on financial behavior it is shown that subjective financial 
knowledge is more robust than objective financial knowledge (Robb & Woodyard, 2011). 
Adding to the above, Xiao, Ahn, et al. suggested that compared to objective financial 
knowledge, subjective financial knowledge has a strong effect on overall financial behavior 
and each specific financial behavior.  
 
        Furthermore, previous studies (Coskuner, 2016; Joo & Grable, 2004; Loibl & Hira, 2005; 
Xiao et al., 2006; Xiao et al., 2009) revealed that there is a positive relationship between 
financial behavior and financial satisfaction. The framework developed by Joo and Grable 
(2004) suggests that financial behavior is the principal individual determinant of financial 
satisfaction. Xiao et al. (2009) attempted to test whether domain behavior contributes to 
domain satisfaction from a financial perspective. Results showed that positive financial 
behavior contributes to financial satisfaction. The study among the workforce in Jakarta 
suggested similar findings that financial behavior positively contributes to financial 
satisfaction (Arifin, 2018b). Those who have engaged in responsible financial behavior tend 
to be satisfied with their financial resources (Woodyard & Robb, 2016). Xiao, Chen, and Chen 
(2014) showed that financial satisfaction increases with desirable financial behavior and 
decreases with risky financial behavior.  In a study among retirees and non-retires, Hira and 
Mugenda (1998) suggested that spending behavior significantly predicts financial 
satisfaction. Researchers suggested that rational budgeting and saving habits are the desired 
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financial behaviors that enhance an individual’s financial satisfaction (Ünal & Duger, 2015). 
Individuals who can manage their financial situation effectively, such as maintaining 
adequate savings, investment, insurance, prompt payment of bills, and being free of debt, 
tend to be financially satisfied compared to their counterparts (Xiao et al., 2006).  
        In India, no adequate research was found on subjective financial knowledge and 
financial satisfaction, whereas objective financial knowledge and financial behavior were 
researched and reported thoroughly. NCFE (2019) revealed the status of financial literacy 
through a survey on financial inclusion and financial literacy. The survey reported that 27% 
of respondents crossed the minimum threshold limit in each component of financial literacy. 
It includes objective financial knowledge, financial attitude, and financial behavior. 
Specifically, 49% of the respondents achieved a minimum target score in objective financial 
knowledge and 53% in financial behavior. An interesting fact is that financial knowledge in 
the South (64%), North (56%), North-East (56%), and West (52%) is above the country 
average (49%). Evidence showed that 52% of respondents in the South zone are engaged in 
desirable financial practices. State-wise distribution reported that 70% and 57% of 
respondents in Kerala (Southern state in India) achieved minimum target scores in financial 
knowledge and financial behavior, respectively. As per the report of the RBI Household 
Finance Committee (2017), average Indian households are very reluctant to invest in 
financial markets. The wealth allocation of young Indian households differs from the 
households approaching retirement age. The former holds more gold and durable goods and 
the latter holds more in land and housing. The investment in physical goods rather than 
financial products is partly explained by a lack of trust in financial institutions. Results 
suggest that compared to the international context Indian households are not equipped with 
adequate retirement savings and insurance products. When they approach retirement age, 
they continue to accumulate their debt which is mostly in the form of unsecured loans. This 
shows the overdependence on non-institutional sources like money lenders. Further, it 
suggests that there is a strong connection between inadequate take-up of insurance products 
and overdependence on non-institutional sources of unsecured credit. Similarly, the lack of 
take-up of insurance products is related to the perceived financial management skills of the 
household head. 
 
Current Study 
 
        Since subjective financial knowledge is related to financial satisfaction, the purpose of 
this study is to gain an understanding of the way through which financial knowledge relates 
to financial satisfaction among household financial officers in Kerala, India. Household 
financial officers are the persons who mainly manage finance in their households. A few 
studies suggested that objective financial knowledge is indirectly related to financial 
satisfaction through financial behavior (Arifin, 2018a; Falahati et al., 2012). We couldn’t find 
adequate studies focusing on the role of financial behavior in the relationship between 
subjective financial knowledge and financial satisfaction. From the available evidence, we 
can assume that subjective financial knowledge is related to financial satisfaction directly 
and indirectly through financial behavior. On that ground, we formulated the following 
hypotheses. 
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H1: Subjective financial knowledge is directly and positively related to financial satisfaction, 
conditional on objective financial knowledge and other socioeconomic factors. 
 
H2: Subjective financial knowledge is indirectly and positively related to financial satisfaction, 
through financial behavior, conditional on objective financial knowledge and other 
socioeconomic factors. 
 

METHODS 
 
1. Participants and procedure 

 
         We conducted the study among household financial officers in Kerala, India. Before 
conducting the final interview, it was pre-tested among 50 respondents for finalizing the 
interview schedule. On that basis, required changes were made to the instrument. Through 
multi-stage random sampling, we interviewed 450 respondents and obtained responses from 
them. We divided the entire Kerala state into three zones: South zone, Central zone, and North 
zone. One district from each zone was selected randomly. Again, one Panchayat and 
Municipality were selected from each district. Further, one ward (the smallest 
administrative unit of Panchayats/Municipalities) was selected from each selected 
Panchayat and Municipality. Finally, six wards represented the entire Kerala, and 75 
households from each ward were selected randomly. From each household, we contacted 
the household financial officer and obtained responses. Data were collected from 450 
participants with no missing observations. This 450 sample consisted of 58.22 % men and 
41.78 % women. A consent form was given to the participants explaining the purpose and 
confidential nature of the study. All participants gave their informed consent. 
 
2. Measurement of variables 

 
2.1 Subjective financial knowledge 

 
        We measured respondents’ subjective financial knowledge with a one-item scale 
adapted from Lusardi and Mitchell (2014). Respondents were asked, “How would you assess 
your overall financial knowledge?” Responses ranged from 1 (very low) to 7 (very high). 
 
2.2 Financial behavior 

 
        The study used ten items from the Financial Management Behavior Scale (Dew & Xiao, 
2011) to measure the financial behavior of sample respondents. It includes various 
components of financial behavior like savings, investment, budgeting, emergency funds, 
spending, insurance, etc. Responses were measured on a five-point scale ranging from 1 
(never) to 5 (always). The scale offered an adequate level of internal consistency (Cronbach’s 
alpha = .798). 
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2.3 Financial satisfaction 
 

        We used the one-item scale developed by Morgan (1992) to measure the financial 
satisfaction of the respondents. Respondents were asked, “How satisfied are you with your 
financial situation?” The present study used the modified seven-point scale instead of the 
original five-point scale. Responses ranged from 1 to 7, with higher numbers indicating 
greater degrees of financial satisfaction.  
 
2.4 Covariates  

 
        Control variables include respondents’ gender, age, education, monthly family income, 
employment status, marital status, and objective financial knowledge. The objective financial 
knowledge of sample respondents was measured by administering a quiz. It consists of ten 
true-false questions regarding interest rate, inflation, savings and investment, risk 
diversification, and insurance. The questions related to interest rate, inflation, and risk 
diversification were derived from the scale developed by Lusardi and Mitchell (2008), and 
OECD INFE (2011). Questions related to savings and investment, insurance, etc., were 
derived from the study conducted by Hilgert et al. (2003). The correct answer for each 
question carried a score of one.  
 
3. Data analysis 

 
        We analyzed the data collected from respondents with IBM SPSS software. The use of 
Cronbach’s coefficient alpha test estimated the internal consistency of scale for financial 
behavior. There is no problematic multicollinearity between the independent variables as 
the value of tolerance (.770) is above .1 and the VIF value (1.298) is below 5. We used 
PROCESS macro version 3.4 (Hayes, 2019) to test the direct and indirect effects of subjective 
financial knowledge with financial satisfaction. The bootstrap estimation approach tested 
the significance of the indirect effect. Figure 1 shows the proposed model. 
 
Figure 1. 
 
Direct and Indirect Effects of Subjective financial knowledge with financial satisfaction. 
 

 

 

  

 

  

 

Financial behavior 

Subjective financial     

knowledge 

 Financial satisfaction 
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RESULTS 
 

       Table 1 shows the summary statistics on all measures as well as covariates. Respondents 
had an average subjective financial knowledge score of 4.23 out of 7. Their financial behavior 
score averaged 3.26 out of 5, and their financial satisfaction score averaged 4.11 out of 7. 
Table 2 shows both Pearson and partial correlations between subjective financial 
knowledge, financial behavior, and financial satisfaction. Subjective financial knowledge is 
positively and significantly correlated with financial behavior and financial satisfaction. The 
relationship between financial behavior and financial satisfaction is also positive and 
significant. We found that after controlling for covariates, the relationships were still 
significant. 
 
Table 1. 
 
Summary statistics. 

 
 Mean SD Min Max 
Subjective financial knowledge 4.23 1.48 1 7 
Financial behavior 3.26 .85 1.30 5 
Financial satisfaction 4.11 1.48 1 7 
Covariates n (%)    
Gender: Female 188 (41.78)    
Age: >50 215 (47.78)    
Income: <Rs. 20000 285 (63.33)    
Education: College education 145 (32.22)    
Employment status: Have a job 402 (89.33)    
Marital status: Married 397 (88.22)    
Objective financial knowledge 6.92 1.68 3 10 

 
Table 2. 
 
Correlation coefficients between subjective financial knowledge, financial behavior, and 
financial satisfaction. 
 

 Subjective financial 
knowledge 

Financial   
behavior 

Financial 
satisfaction 

Pearson correlations 
Subjective financial knowledge 1   
Financial behavior .479** 1  
Financial satisfaction .619** .579** 1 
Partial correlations    
(Controlling for covariates) 

 

Subjective financial knowledge 1   
Financial behavior .361** 1  
Financial satisfaction .545** .446** 1 

**. Correlation is significant at the 0.01 level (2-tailed). 
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Table 3. 
 
Summary of total, direct, and indirect effects. 
 

Paths Coefficients SE T P-VALUE 
Path c: DV- Financial satisfaction 
R2 =.4477, F (8, 441) = 44.6887, p = .0000 
Subjective financial knowledge .5212 .0382 13.6380 .0000 
Gender -.1485 .1120 -1.3250 .1859 
Age -.0095 .0053 -1.7941 .0735 
Education .0468 .0500 .9357 .3499 
Monthly family income .1700 .0630 2.6982 .0072 
Employment status .0187 .0359 .5203 .6031 
Marital status -.1237 .0973 -1.2720 .2040 
Objective financial knowledge .1557 .0339 4.5962 .0000 
Path a: DV- Financial behavior 
R2 =.4266, F (8, 441) = 41.0177, p = .0000 
Subjective financial knowledge .1829 .0225 8.1293 .0000 
Gender  -.2451 .0660 -3.7156 .0002 
Age  -.0124 .0031 -4.0021 .0001 
Education  .1265 .0294 4.2971 .0000 
Monthly family income .0609 .0371 1.6429 .1011 
Employment status .0025 .0211 .1162 .9075 
Marital status .0591 .0573 1.0317 .3028 
Objective financial knowledge .1485 .0199 7.4452 .0000 
Path b and c’:  DV-Financial satisfaction 
R2 =.5039, F (9, 440) = 49.6616, p = .0000 
Financial behavior (b) .5418 .0767 7.0602 .0000 
Subjective financial knowledge (c’) .4221 .0389 10.8554 .0000 
Gender  -.0157 .1080 -.1450 .8848 
Age -.0027 .0051 -.5357 .5924 
Education  -.0217 .0484 -.4492 .6535 
Monthly family income .1370 .0600 2.2844 .0228 
Employment status .0173 .0340 .5092 .6108 
Marital status -.1557 .0924 -1.6854 .0926 
Objective financial knowledge .0753 .0341 2.2064 .0279 

Total effect (Path c) 
Direct effect (Path c’) 

Indirect effect 
(Path a * Path b) 

Effect = .0991 
SE = .0220 

Confidence interval:  .0594 to .1458 

                       
        Using ordinary least squares path analysis, it was found that self-assessed financial 
knowledge is indirectly related to financial satisfaction through its effect on financial behavior. 
Results indicated that the regression coefficient between subjective financial knowledge and 
financial behavior was statistically significant (Path a), as was the regression coefficient 
between financial behavior and financial satisfaction (Path b). As can be seen in Table 3, 
respondents having confidence in their personal financial knowledge tend to engage in 
responsible financial behavior (a =.1829), and respondents who engaged in responsible 
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financial practices tend to be satisfied with their financial resources (b =.5418).  A bootstrap 
confidence interval for the indirect effect (ab =.0991) based on 5,000 bootstrap samples was 
entirely above zero (.0594 to .1458). These results suggest that there is a relationship between 
self-assessed financial knowledge and financial satisfaction which is explained by financial 
behavior. Subjective financial knowledge was still a significant predictor of financial 
satisfaction after controlling for financial behavior (Path c’). In other words, subjective 
financial knowledge is related to financial satisfaction independent of its effect on financial 
behavior (c’=.4221). These results support both hypotheses. The total effect of subjective 
financial knowledge on financial satisfaction was also found significant (Path c).  
 
Figure 2. 
 
Various paths and their coefficients. 
 

 

                                  a = .1829                                                                                      b =.5418 

 

 c’=.4221 

 

           Research revealed that the link between subjective financial knowledge and financial 
satisfaction could be direct and indirect through financial behavior. The direct effect of 
subjective financial knowledge on financial satisfaction suggest that household financial 
officers having more subjective financial knowledge but who is equally engaged in financial 
practices tend to be more financially satisfied.  The indirect effect suggests that household 
financial officers having more confidence in their personal financial knowledge likely to be 
engaged in sound financial practices which in turn results in more financial satisfaction.    
 
          Furthermore, these results are consistent with prior research regarding the 
relationship between objective financial knowledge and financial satisfaction. Specifically, 
objective financial knowledge is related to financial satisfaction through financial behavior. 
In other words, objective financial knowledge is positively related to financial behavior and 
financial behavior is positively related to financial satisfaction. 
 

DISCUSSION  
 
           The current research has aimed to check whether subjective financial knowledge 
relates to financial satisfaction through financial behavior. The findings support existing 
literature, as evidence suggests that confidence in personal financial knowledge and 
financial behavior plays an essential role in determining their financial satisfaction 

Financial behavior 

Subjective financial 

knowledge 

Financial satisfaction 
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(Coşkuner, 2016; Woodyard & Robb, 2016; Xiao, Chen & Chen, 2014). A path analysis 
indicated that perceived financial knowledge has both direct and indirect effects with 
financial satisfaction. A particularly noteworthy finding of this study is that the indirect effect 
of perceived financial knowledge with financial satisfaction is through financial behavior. In 
addition, the current research supports the existing literature regarding the relationship 
between objective financial knowledge and financial satisfaction through financial behavior 
(Arifin, 2018a; Falahati et al., 2012). 
 
         The research has implications for financial educators and financial therapists. Since  
household financial officers’ perceived financial knowledge influences their financial 
satisfaction, financial education programs should focus on enhancing confidence in personal 
financial knowledge along with objective financial knowledge for engaging in responsible 
financial behavior (Hadar et al., 2013; Xiao, Chen & Chen, 2014) which in turn leads to 
financial satisfaction. Imparting objective financial knowledge without developing financial 
confidence is in vain.  The proper blend of both objective and subjective financial knowledge 
can result in financial satisfaction through positive financial behaviors. As suggested by 
Hadar et al. (2013), financial knowledge should be imparted in line with the cognitive 
capacity of individuals for ensuring that there is no paradoxical diminishing in confidence in 
personal financial knowledge. 
 
         These education programs should cover interest rate calculation, understanding of 
inflation and the time value of money, risk diversification, creation of emergency funds, 
credit management, etc. Apart from these basic financial education topics, more specific 
financial knowledge regarding banking, insurance, the stock market, etc., are to be provided. 
Since the indirect effect of subjective financial knowledge with financial satisfaction is 
through financial behavior, the goal of financial education programs should be to transmit 
knowledge into behavior. Financial educators should train household financial officers on 
how to use financial information to achieve financial satisfaction. They must take efforts to 
provide subjective knowledge as it determines the confidence in applying objective 
knowledge (Xiao, Ahn, et al., 2014). Moreover, it should address the consequence of 
undesirable or risky financial behaviors. Previous research showed that financial education 
is the best-suited option to improve an individual’s financial satisfaction (Bernheim & 
Garrett, 1996).  
 
         Financial therapists can intervene in this effort by providing their clients with financial 
knowledge and emotional support simultaneously. Therapeutic intervention is useful for 
reducing feelings (fear, shame, etc.) related to a lack of confidence and forming strong beliefs 
and behaviors regarding personal finance. As observed in the research, average household 
financial officers (mean score of 3.26 out of 5) in Kerala are engaged in desirable and 
undesirable financial behaviors. Financial therapists can provide their clients with an insight 
into the underlying causes of poor prior choices, which lead to undesirable or problematic 
behaviors, and suggest alternatives to these choices. Financial therapists can assist their 
clients by providing financial advice, including forming a comprehensive financial plan with 
a financial budget and strategies for staying within that budget. Household financial officers 
who believe that they are financially less knowledgeable should seek help and expert advice 
to improve their financial decision-making skills. 
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         If financial educators and practitioners can work to improve an individual’s financial 
behaviors, it may likely result in increased financial satisfaction (Joo & Grable, 2004). For 
achieving the goal of financial satisfaction through desirable financial practices, emphasis 
should be given to personal financial knowledge – both actual and perceived. 
 
         Financial education programs and their delivery should be designed in accordance with 
the level of recipients. They should address the various target groups rather than adopting a 
single strategy. Even though there are various initiatives taken by regulatory bodies like the 
Reserve Bank of India, Securities and Exchange Board of India, etc., the focus is on delivering 
objective financial knowledge, rather than building confidence. In Kerala, financial education 
among household financial officers can be imparted effectively through self-help groups 
(SHGs) which are numerous. SHG meetings serve as a platform for disseminating financial 
education and providing financial counseling. By integrating financial education into the 
school curriculum, it is possible that individuals are financially educated at early stages in 
their life and are better equipped to engage in sound financial practices. The objective 
financial knowledge acquired by students from their schools and members of SHGs from 
their sources can be disseminated to their families. Open discussions in the family regarding 
financial matters enable family members including the household financial officer to obtain 
an understanding of financial concepts. They also help family members achieve financial 
confidence and engage in desirable financial practices. Researchers‘ (Deenanath et al., 2019) 

evidence supports the role of family financial socialization on financial confidence and 
financial behavior. Since the government of India has undertaken successful campaigns on 
various programs, a massive campaign regarding the importance of saving habits, the 
creation of an emergency fund, and increasing the use of insurance products will help 
household financial officers to stand with sound financial practices. More customized 
financial products that match households’ financial conditions will enable the household 
financial officers to purchase these products with more confidence. The finding that financial 
satisfaction is related to confidence in financial knowledge sheds light on the importance of 
financial counseling for developing confidence in the mind of household financial officers. 
Household financial officers’ confidence will help them to engage in sound financial 
practices, which is likely to contribute to financial satisfaction.  
 
        The limitations of this research should be acknowledged. Moreover, these limitations 
are the directions for further research. Firstly, this is a cross-sectional study. Longitudinal 
studies may give more clear evidence of the relationship between variables. Another 
limitation of this study is that we used a single-item measure to assess financial satisfaction. 
Researchers can use more rigorous measures in the future. This model can be used in various 
domains of life satisfaction. 
 
        We believe this research significantly contributes to the existing literature on financial 
knowledge, financial behavior, and financial satisfaction within a population of household 
financial officers in Kerala, India. It contributes to the literature on financial knowledge by 
finding evidence for the direct and indirect effects of subjective financial knowledge with 
financial satisfaction. It contributes to the literature on financial behavior with evidence for 
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an indirect effect between subjective financial knowledge and financial satisfaction through 
financial behavior. It also contributes to the literature on financial satisfaction by exploring 
the ways through which financial satisfaction is related to self-assessed financial knowledge 
and financial behavior. 
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Appendix A 
 

Financial Behavior: Ten-item financial behavior measure. 

Sl. No Items 
1. Comparison shopped when purchasing a product or service. 
2. Paid all your bills on time. 
3. Kept a written or electronic record of your monthly expenses. 
4. Stayed within your budget or spending plan. 
5. Made only minimum payments on a loan.* 
6. Began or maintained an emergency savings fund. 
7. Saved for a long term goal such as a car, education, home, etc. 
8. Bought bonds, stocks, or mutual funds. 
9. Maintained or purchased an adequate health insurance policy. 

10. Maintained or purchased adequate life insurance. 
Note. *Reverse coded. 

Appendix B 

Objective Financial Knowledge: Ten-item objective financial knowledge measure. 
 

Sl. No. Questions 
Correct 
answer 

1.  If you had Rs.100 in your saving account and the interest rate was 2 
percent per year. After 3 years, the amount you would have in the 
account is exactly Rs.102, if you left the money to grow.  

False 

2.  A loan with maturity of 10 years usually requires higher monthly 
payments than a 20 year loan, but the total interest over the life of 
the loan will be lower. 

True 

3.  Money received today, is more valuable than the same amount of 
money receive tomorrow. 

True 

4.  The cost of living rises during the period of inflation. True 
5.  It is better to invest in single avenue for reducing the risk of losing 

money. 
False 

6.  An investment with a high return is likely to be high risk. True 
7.  It is better to have an emergency fund that covers two to six months 

of your expenses.  
True 

8.  Insurance plans provides protection against the risk of financial 
losses. 

True 

9.  It is better to purchase a life insurance policy at early age to reduce 
the cost of insurance. 

True 

10.  Delayed payments and default on your loan can make it more 
difficult to take out a new loan. 

True 
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