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Abstract

Various indicators have been used to analyse the financial well-being of households during
the last few decades (i.e. household income, financial debt, economic, social, financial health,
and psychology). Financial well-being, on the other hand, cannot be quantified just on the
basis of these few characteristics. It encompasses a variety of factors that influence financial
well-being. Thus, this study will examine both objective and subjective qualities, or both
subjectively or objectively traits, that contribute to the definition of financial well-being in
three selected developed, developing, and underdeveloped countries. The authors conduct a
systematic review of the literature (SLR) to inform future research on financial well-being.
Identifying prior conceptualisations and definitions of financial well-being was the primary
goal of this systemic literature review. Next, the second goal was ascertaining factors that
influence financial well-being in three distinct nations. These countries were divided into
three categories: developed, developing, and underdeveloped countries. A systematic review
enables a researcher to identify the most pertinent papers to address the study issue while
minimising errors. As a result of the findings, a subjective method is recognised as a more
inclusive technique than an objective approach for defining and measuring a complex and
personal phenomenon such as financial well-being. This study is intended to stimulate
scholars to continue developing knowledge to enable financial institutions to adopt proactive
measures to improve financial well-being.

Keywords: Well-Being, Financial Measurement, Systematic Review Literature.

Introduction

The financial well-being concept is extensively used in many types of research.
However, due to its broad perception, there is no comprehensively constructed definition or
measurement of financial well-being, particularly on conceptualization and component. In
general, financial well-being is defined as having good financial security with freedom of
choice and overall satisfaction in present-day and forthcoming (Benjamin et al., 2014).
Financial well-being has been examined in the past using a variety of different scales, and the
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literature indicates that it may be classified into two distinct categories: objective and
subjective financial well-being.

Nonetheless, throughout literature, mainly researchers are likely to use objective and
subjective characteristics, or objective or subjective characteristics, to define financial well-
being. Conferring to Van Praag, Frijters, and Ferrer-i-Carbonell, (2003), financial well-being
has been designated in objective and subjective measures, where they can also be
acknowledged as financial wellness (Mokhtar & Rahim, 2017).

The objective scale of economic statuses is measured using economic status like
income, consumption, wealth, and assets. Various researchers used objective scale precisely
the amount of money (Williams, 1983), savings and income (Porter, 1990), the comparison
between baby boomers and their parents on their income and consumption (Sabelhaus &
Manchester, 1995) and total family income (Fletcher & Lorenz, 1985) to measure economic
well-being.

Variously, previous scholars such as DeVaney and Lytton (1995) and Greninger,
Hampton, Kitt, and Achacoso (1996) agreed that an individual’s financial well-being could be
determined over financial ratio. In contrast, Chen and Finke (1996); Hogarth, Anguelov, and
Lee (2004); Porter and Garman (1993) utilized net-worth to measure financial well-being,
while Sabri, Cook, and Gudmunson (2012) and Porter and Garman (1993) used financial
adequacy (Xiao, 2008).

On the other hand, rendering to Mugenda, Hira, and Fanslow’s (1990), subjective
measurement was implemented by the majority of studies such as Chan, Yim, and Lam (2010);
Delafrooz and Paim (2011a); Sabri et al (2012). Accordingly, subjective well-being measures
the level of saving, debt ratio, preparation for financial shocks, consciousness towards the
household economic situation, ability to achieve vision and goals, financial management, and
preparedness towards financial emergencies (Aripin & Puteh, 2017).

Selected Recent Papers' on Financial Well-being - Concept Definitions, Study Methods,
Sample Size and Main Findings

This literature review had two related objectives; first, to identify the
conceptualisations and definitions of financial well-being used in the past literature. The
second aim was to identify the factors influencing and affecting financial well-being across
three selected countries — developed, developing and under-developed countries. The
summary of variables used to analyse factors influencing financial well-being studies is shown
in Table 1.0 and Table 2.0.

In order to meet the stated review objectives, a systematic literature review was
conducted using an archival method to examine papers cited in databases such as Google
Scholar, SCOPUS, and websites such as Google, Yahoo, and Google Scholar, with financial
well-being as the main theme. As a result, this review was conducted as desk research rather
than a survey or other research type.

Three significant observations were found in this case. Firstly, a systematic review
allows authors to select the most relevant studies to meet the study issue while lowering the
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likelihood of errors. Second, the predetermined inclusion and exclusion criteria are used to
identify, select, and evaluate existing empirical research relevant to the review objectives.
Duplications are permitted because this process is linked to a structured design. Third, an
increase in the number of studies on financial well-being has resulted in inconsistent findings
of the idea, measurements, causes, and next steps. As a result, gaining a comprehensive
understanding of the topic of financial well-being is challenging.

Table 1.0: A list of the variables found in financial well-being studies

List of Factors or Sample -
countries Variables Measurement Methodology Findings
Developed | IV 2063 CMA Research used | Individuals'
Countries e Self Control respondents a web-based survey | financial
(United (1048 women & | to collect data from | behaviour and
States, Non-cognitive 1015 men) a varied sample of | well-being are
Sweden) variables Age 20-75 the adult confirmed to
e Optimism Mean age of 49 | population in be influenced
(bright, years Sweden. by self-
confidence, control,
encourage) e Questionnaire optimism, and
e Deliberative deliberate
thinking e OLS regression thought.
(Considerate Individuals
reasoning) eTheory: believed to
Behavioural life- | have a high
cycle hypothesis | level of self-
DV control were
e Financial more likely to
Well-being engage in
e Personal prudent
financial financial
behaviour planning for
future
conditions
and
retirement
plans.
Meanwhile,
optimistic
respondents
worry less
about the
financial

problem and
are
determined
with their
finances.
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Developing | IV 500 public | eThe use of an Low wealth
Countries | eFinancial employees internet-based asset bases
(Malaysia, Behaviour online survey and disability

Iran) e Financial e Multiple to deal with
Stress regression and financial
e Financial descriptive stress are
Knowledge statistics obstacles to
* Work e Exploratory Data | personal
environment Analysis (EDA) financial well-
(i.e., normality, being.
DVists, linearity,
Financial independence,
Well-being outliers and
homoscedaticity)
Under IVisks: 416 people e Questionnaire Financial well-
developed e Self-control from e G. Power Software | beingis
countries e Financial educational o SPSS influenced by
(Pakistan) Literacy institutions, both self-
e Personal corporate control and
Financial sectors, food financial
Behaviour courts literacy.
Mediator
e Financial
Behaviour
DV
Financial
wellness

Notes: IV is an acronym for independent variable. DV stands for Dependent Variable.
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Table 2.0 Compilation of Definitions of Financial Well-Being (From years 1976 - 2017)

Author

Introduction on Definitions of FWB

Strumpel (1976)

Extends beyond temporary pleasures to include individuals' satisfaction with their income and savings,
as well as their views of opportunities, capacity to "make ends meet," sense of material stability, and
sense of the reward distribution system's fairness.

Furgusson et al. (1981)

Financial well-being can be defined by financial income and asset accumulation.

Williams (1983)

Designate financial well-being as a function of material and spiritual aspects of one’s financial status due
to changes in people in improving people’s life and living standards.

Hayhoe et al. (2000)

Consider a person's sense of financial well-being to be contentment, which is a response to his or her
financial circumstances.

Porter (1990) Financial well-being is one’s behaviour towards financial condition based on objective aspect and judge,
with regards to the individual’s standard.
Joo (1998) Defines financial well being based on one’s satisfaction and varies with the changes accordingly to the

level of status of people. It is a perception of an individual’s financial situation that is financially free
from worry, healthy and happy.

Economic Well-Being Model:
Financial health is comprised of three components: i. financial behaviour, ii. financial satisfaction, and
iii. financial or subjective evaluations of one's financial situation (e.g. : financial attitude).

Goldsmith (2000)

Financial well-being is defined as an individual's or family's financial adequacy and security, which
guards against economic threats such as job loss, illness, insolvency, poverty, and retirement destitute.

Van Praag et al. (2003);

Individual happiness in six areas: business, finance, home, leisure, health, and environment.
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Shim, Xiao, Baber & Lyons
(2009)

Financial well-being is defined as satisfaction with one's current economic situation and amount of
debt.

Rath and Harter (2010)

Well-being involves five fundamental elements. One of the important elements is financial well-being,
aside from community, physical, carrier and social.

Zaimah, Masud Haron,
Othman, Awang and Sarmila
(2013)

Employee’s financial well being and productivity have a significant association with each other.

Gerrans, Spellman &
Campitelli (2014)

Invariably conceptualised financial well-being as the subjective appraisal

(CFPB, 2017: 13)

The financial well-being of individuals resembles individual responsiveness on:
(1) How individuals regulate their daily and monthly finances,

(2) The ability to handle financial vulnerability,

(3) Individuals' manage their financial goals; and

(4) financial freedom to relish life.

Source: Authors compilations
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The Factor Influences Affecting the Financial Well Being

There were various variables used to examine the financial well-being of the
households—for instance, household’s income, credit rationing, economic, social and
external effect. However, financial well-being cannot be measured simply by looking at these
few variables. It encompasses multiple determinants of financial well-being and needs to look
from different angles. Thus, each country may have different variables, which are better to
define and examine their own country’s financial well-being. Therefore, Table 1 summarises
reference variables, sample, methods or sampling techniques and findings presented by
various countries.

Conceptualizations and Definitions of Financial Well-being

Financial well-being has been defined in various ways; in economic, services
marketing, social, household level, financial counselling and planning, developmental
psychology, and consumer decision making (Aggarwal, 2014; Briiggen et al., 2017). However,
this paper focuses specifically on the determinants and measurements of financial well being
at the household level in selected three states —develop, developing and underdeveloped
countries. On the contrary, this paper attempts to fill the gap to designate the commonly used
variables in past literature.

Previously, the definition of financial well-being was commonly on happiness or
satisfaction with one's financial ownership. However, the definitions have shifted towards an
individual's attentiveness to improving people's quality of life and standard of living (Amirah
Shazana, 2021).

Objectives & Subjective Definitions of Financial Well-Being

Frequently, numerous kinds of literature defined and measured financial well-being
for a specific purpose. Strumpel (1976), however, defined that "financial well-being goes
beyond transitory satisfactions to encompass individuals' satisfaction with income and
savings, as well as perceptions of opportunities, ability to "make ends meet," sense of
material security, and sense of fairness of the reward distribution system" (Strumpel, 1976:
5).

Even though this topic has been well discussed since the 1970s, there is no mutual
agreement on elusive concepts and definitions of well-being. Due to that matter,
Consumer Financial Protection Bureau (2017) has put an effort to construct a
comprehensive definition that takes into consideration on consumers' perception and is
relevant to be used across a different range of individual circumstances:

“Described as a state of being in which an individual is able to fully meet present and
ongoing financial commitments, is confident in their financial future, and is able to make
decisions that allow them to live life to the fullest.” (CFPB, 2017: 13).

Precisely, the financial well-being of individuals resembles individual responsiveness
on (1) how individuals regulate their daily and monthly finances, (2) ability to handle financial
vulnerability, (3) manage their financial goals; and (4) financial freedom to relish life. Despite
the diversity of life and goals of individuals, these components consist of the two essential
elements, security, and freedom of choice, in the present-day and forthcoming (CFPB, 2017).
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Prior to that definition, many researchers attempt to group financial well-being into
three distinctive groups — both objective and subjective well being, or either objective or
subjective well-being. There is an abundance of research on objective financial well-being
compared to research on subjective well-being!. Income is the most commonly used
guantitative indicator of objective financial well-being (Bonke & Browning, 2009; Arber, Fenn
& Meadows, 2014; Zyphur et al., 2015). For example, Ferguson (2006) has well described
financial well-being as financial income and asset. On top of the reason why income is
commonly used is that income contributes most to economic well-being. It measures the
fundamental factors related to an individual’s attainment, prestige, security, and financial
facet.

Similarly, other studies comprised financial information on the level of debt, financial
expenses, ratio, household consumption, asset, and ownership Aggarwal (2014); Greninger,
In spite of this, Porter (1990) stressed that financial well-being is defined as a person's
behaviour toward financial circumstances that is based on objective aspects and judged in
relation to an individual standard.

However, besides objective and subjective measures, a researcher's significance is to
perceive beyond people's satisfaction. Porter and Garman (1993) did emphasize the
importance of further investigation upon individuals' perceptions using qualitative strategy
indicators. According to Porter and Garman (1993),

The measurement is further strengthened by value-related qualitative
indicators and assessments of the financial situation based upon selected
standards of comparison. A sense of financial well-being depends not only
upon objective and subjective measures of the financial situation, but on an
individual's (a) perception of life in general, (b) perception of objective
attributes of the financial situation after comparing those attributes against
selected standards of comparison, and (c) perhaps other factors.

(Porter & Garman, 1993: 161-162)

Apart from that, Williams (1983) did emphasise the characterisation of financial well-
being as a function of material and spiritual aspects of one's financial status due to changes
in people in improving life and living standard. However, Hayhoe et al (2000) defined financial
well-being as individual fulfilment, the response of an individual concerning his financial
condition. High satisfaction is said to contribute to high financial well-being, and it is the belief
that high financial well-being leads to the good well-being of an individual.

As discussed earlier, objective financial well-being postulates the evidence of
individual's facet of financial condition (Norvilitis et al., 2003; O'Neill et al., 2005), whilst the
definition of subjective financial well-being is perceived with individual's, reaction such as
happiness and satisfaction towards their financial condition (Patel & Wolfe, 2019; Joo &
Grable, 2004; Kahneman & Deston, 2010; Greninger et al., 1996). These indications are crucial
as they could help researchers to examine people's perceptions.

1 The keyword search for 'objective financial well-being' is 303,410, and 'subjective financial well
being' was only found 79,616 results. Search completed on October 14, 2021, using Web of Science
Thomson Reuters online searches.
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Although there is an abundance of research using these two approaches to explain
and evaluate financial well-being, there are as well studies that emphasise a more subjective
and less objective approach when defining financial well-being. Researchers such as Shim et
al (2009) have focused on the financial well-being of the adolescent and used financial debt
as a measurement of their objective well-being and financial satisfaction along with managing
financial stress as subjective well-being. On the other hand, Shim et al (2009) has
characterised financial well-being as gratification with the individual's existing economic
standing and level of debt.

On top of that, Goldsmith (2000) defines financial well-being at a different angle,
whereby he describes financial well-being as financial adequacy and safety of individual or
family that protects the person against economic risk such as unemployment, illness,
bankruptcy, poverty and destitution in retirement. Meanwhile, Zaimah et al (2018) highlight
the employee's financial well-being and productivity have a significant association with each
other. Gerrans et al (2014) invariably conceptualised financial well-being as a subjective
appraisal.

Rendering to Garman et al (2004), the financial well-being of individuals can be
comprehended differently and accordingly. In other words, although they are defined under
the same objective financial well-being approach (e.g., asset and income), financial well-being
could be measured depending on the researcher's intention on what they compared and
preferred. For example, the reported rates of material hardship and financial struggles were
extremely high in households that reported lower levels of financial well-being. In
comparison, these financial difficulties were lower in households with higher levels of
financial well-being. At the same time, higher incomes did not always correspond to higher
well-being levels for all individuals.

Consequently, individuals in a similar financial state might evaluate their financial
well-being more or less positively. Most of these findings have highlighted the significance of
individual personalities (Fah et al., 2010) and financial attitude (Shim et al., 2009) that
eventually affect individuals' subjective evaluation of their financial well-being. Malone et al
(2010) confirmed that individuals might experience different assessments of their financial
well-being, founded on their lifestyle or their behaviour in attaining risk. Other indicators of
the subjective designation of financial well-being, such as the ability to manage expenditures
and overheads, gratification towards individuals savings and investment, and stress
management on financial debt, are also commonly used (Kim and Garman, 2003).

Mokhtar and Husniyah (2017) highlighted the importance of research on subjective
well-being. The extended analysis and result carried out will provide a clear understanding of
the responses of individuals and families based on their present and henceforward current
financial state. Apart from that, researchers, financial educationalists, policymakers, and
practitioners might be interested in looking upon the impact factors applied to financial well-
being in different measures and circumstances.

In summary, after much in-depth literature has been explored, it can be concluded

that the subjective approach postulates a clearer understanding of individuals and family
financial conditions. The subjective method, in addition, is more extensive. As a result, it is
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more appropriate than the objective method to describing and assessing the complex and
personal phenomena of financial well-being since it captures individuals' non-financial
concerns.

The Factor Influences Affecting the Financial Well Being

Financial well-being is a crucial research topic because it examines how consumers
manage their money, spend, save, and invest (Nanda & Banerjee, 2021). The ability of a
country's policymakers to move its citizens to a higher level of financial well-being is
frequently used to measure the country's economic growth. Many early academic studies in
the field of financial well-being emphasised objective economic measures, such as consumer
income, savings, investment, credit score, credit card debt, regular mortgage payments, and
tax payments (Schmeiser & Seligman, 2013; Soman & Cheema, 2002). Alternatively, the
subjective evaluation of financial well-being is based on the consumer's self-report of his or
her temperament, attitude, belief, and money management activities (Brliiggen et al., 2017;
Netemeyer et al., 2018). Managing cash, credit, and savings are daily financial behaviours that
impact a person's financial well-being or financial vulnerability (Shazana et al., 2020, 2021;
Dew & Xiao, 2011). Hence, understanding the conceptual development of the focal subjective
financial well-being construct, its antecedents, repercussions, and future study paths will
interest consumer behaviour researchers, financial institutions, non-profit organisations,
businesses, and government policymakers.

Over the past decades, various variables have been applied to examine the financial
well-being of households, for example, household income, financial debt, economic, social,
financial health, and psychology (Nickerson et al., 2007; Sabri & Zakaria, 2015a; 2015b; Shim
et al., 2009; Arendt & Brettel, 2010, Por et al., 2011). However, over the years, researchers
have gone beyond transitory satisfactions to comprehend that an individual has perceived
pleasure and gratification towards the ability to make ends meet (Strumpel, 1976). The
qualitative approach also plays a vital role in measuring a respondent's satisfaction with life.
It helps explain the perceived level of financial well-being in previous research studies (Porter
& Garman, 1993).

However, financial well-being cannot be measured only by considering these few
variables. It encompasses multiple determinants of financial well-being, and researchers
should focus on different angles. Hence, every country might apply distinctive variables suited
to describe and examine the country's financial well-being. Consequently, Table 1 summarises
variables, samples, sampling techniques, and findings presented by various countries.

The report in developed countries has shown that 74 per cent of United States adults
were found relatively satisfied with their financial condition (Anderson et al., 2015).
Surprisingly, issues on financial strains were reported as the highest problem confronted by
the U.S household, especially on financial stress management (Board of Governors of the
Federal Reserve System, 2018). CFBD also (2015b) reported that rates of material hardship
and financial struggles were extremely high in households and thus conveyed lower levels of
financial well-being. On the contrary, households with low financial stresses were found to
have higher levels of financial well-being. However, a researcher needs to note that higher
incomes did not always portray a higher well-being level for every individual.
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On the other hand, a study was conducted in Sweden, 2017 to determine whether
personal disparities, self-control, and non-cognitive factors predict the Swedish population's
financial behaviour and well-being. Questionnaires were developed and distributed among
2063 respondents. Samples used moderately represent a distinct population in Sweden,
postulates of 1048 women and 1015 men, with the age of 20-75 and mean age of 49 years.
The findings show that self-control, optimism, and deliberative thinking are confirmed to
influence an individual's financial behaviour as well as financial well-being. People perceived
with good self-control were more likely to practices good financial savings for future
circumstances and retirement plans. Meanwhile, optimistic respondents worry less about the
financial problem and are determined with their finances (Strémbéck et al., 2017). Oechssler
et al (2009) supported this view, inscribes that self-control leads to a healthful, financially
balanced, and good psychological life, leading to positive financial wellness.

Strong evidence based on the Organisation for Economic Co-operation and
Development, OECD (2016) research has revealed that Malaysia possesses the highest
number of public employees in the world. Since financial well-being might vary throughout
the individual, a third study conducted in a developing country in Malaysia by Mokhtar and
Husniyah (2017) is reviewed to seek the financial well-being among the public administration.

This study employed a quantitative analytic approach with a sample of 500 public
employees from selected government ministries in Putrajaya, respectively. A web-based
online survey is constructed and shared amongst respondents. The questionnaire was carried
out for the research study with constant control variables, focusing on financial stress,
financial behaviour, financial knowledge, work environment, and locus of control to predict
their effect on financial well-being, particularly psychological, social, physical and emotional.
This study underlined the research limitation by applying the work environment from the
personal financial perspective (Mokhtar & Husniyah, 2017). The work environment is used to
fill the gap in knowledge contribution whereby previously variable on the work environment
is often associated with organisational behaviour context. Findings found that financial stress,
work environment, and financial behaviour had the most significant influence on the
performance and level of the employees' financial well-being. The research outcome came
out with lower financial stress, leads to a positive working environment, and good financial
behaviour, thus enhancing the employee's financial well-being.

Aforementioned in that evidence, different variables have been used to examine the
employee's financial well-being. Determinant, such as financial literacy, poor financial
management, and stress towards finance is commonly used by the developing countries
(Delafrooz & Paim, 2011; Sabri & Falahati, 2012 mostly because Malaysia's policy economy
are shifting their focus towards developing high-income country and increasing its effort to
eradicate poverty (Mayan, Nor & Samat, 2017).

Some effort has been made to use other variables; studies in Iran, Taft et al (2013)
research assess the relationship between financial literacy, financial well-being, and financial
concerns. Apart from that, the study also seeks upon objective measurement, a correlation
between demographic characteristics between age, gender, marital status, and level of
education towards their effect on financial well-being. The research was conducted
composed of a sample of lecturers at the University of Iran. Data were analysed using SPSS.

321



INTERNATIONAL JOURNAL OF ACADEMIC RESEARCH IN BUSINESS AND SOCIAL SCIENCES
Vol. 11, No. 19, Youth and Community Wellness, 2021, E-ISSN: 2222-6990 © 2021 HRMARS

The outcome of this research found a positive relationship between age and financial well-
being and age and financial literacy. Data revealed a significant relationship between age and
education towards financial literacy and good financial well-being.

Meanwhile, in terms of gender, married people and men are more financially literate
compared to women. The researcher also indicates that higher financial literacy leads to
greater financial well-being and fewer financial concerns. The central core findings of this
study emphasise that good financial well-being leads to less financial concern.

Last but not least, prior studies in under-developed countries, especially in Pakistan
by Younas et al (2019), were constructed among 416 respondents from educational
institutions, corporate sectors, and food courts in Pakistan to emphasise self-control.
Financial literacy leads to a higher financial well being. The paper concludes that self-control
and financial literacy affect financial well-being through financial behaviour. The data shows
that better self-control and financial literacy indicate better financial well-being, which
explains how financial literacy significantly impacts financial well-being.

However, according to Younas et al (2019), the direct impact of self-control on
financial well-being presents a non-significant impact. Meanwhile, the association between
financial behaviour and financial well-being has a greater degree of significance than the
relationship between financial literacy and self-control. This paper, however, did highlight the
importance of understanding the role of self-control and financial behaviour, as this
behaviour commits to building a good character of the individual to be more confident in
managing their financial facet and preparing future retirement.

In summary, although there is an abundance of research that uses different variables
and comes out with a different result, one may consider the dissimilarities in period and place
of investigation. These differences can indicate different meanings and measures of an
individual's financial well-being and their relationship between variables (Taft et al., 2013).

Conclusion

Based on the review of these findings and literature, it can be concluded that financial
well-being is a broad concept that has been defined in various ways. Definitions can generally
be divided into two broad categories: objective and subjective. Objective definitions could be
demographic characteristics, socio-economic status, and household expenditure. In other
words, objective definitions also attribute to the quantitative indicators of financial conditions
such as money income and family size.

Throughout this paper, the researcher did argue that individuals' financial well-being
can also be comprehended differently. Preferentially, although they are defined under the
same objective approach (e.g., asset and income), financial well-being could be measured
depending on the researcher's intention on what they compared and preferred.

Satisfaction and happiness, by contrast, would be subjective terms. However, this
paper helps explain the variances in perceived financial well-being across different variables
among three states of countries — developed, developing, and under-developed countries.
Hence, the evidence review revealed that the high attainment of individuals characterizes
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high financial well-being in fulfilling their requirement needs, along with high satisfaction and
gratitude with their financial status.

In summary, the literature suggests that a subjective approach is a more
comprehensive way of capturing non-financial issues and is therefore considered a more
inclusive method than an objective approach in defining and measuring a complex and
personal phenomenon such as financial well-being.
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