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ABSTRACT 

The goal of this research was to better decompose and frame the construct of financial 

happiness, which I defined as thinking and feeling that your financial life is going well, not 

badly, and create a standalone measure that can be used to assess an individual’s degree of 

financial happiness. To that end, I conducted a pilot study of Delphi experts from the field of 

financial planning. The experts created survey items related to financial happiness which were 

added to existing psychometrically tested scale items to create a large survey of 94 items 

presented to participants in Study 1 (n = 400). I then conducted an exploratory factor analysis 

that identified financial happiness as a one factor construct. In Study 2 (n = 379), I performed a 

confirmatory factor analysis that confirmed the one factor structure and identified both a 10-item 

and five-item measure well suited to identify the construct of financial happiness. The FinHap is 

a face valid and reliable measure (Alpha > .90) with good convergent and divergent validity that 

can be used by researchers and practitioners. 
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CHAPTER 1 

INTRODUCTION 

How one feels about their money and personal finances—or “financial happiness”—is 

perhaps the least understood domain of overall well-being (Netemeyer et al., 2017; Exley, in 

process). The majority of prior research relies on more objective measures—such as income or 

single-item measures of financial well-being—giving little detailed attention to the subjective 

side of the construct (Netemeyer et al. 2017; Exley, in process). Despite a post 2008 financial 

crisis increase in specific subjective financial well-being research (CFPB, 2015; Netemeyer et al. 

2017; Brueggen et al., 2017; Sorgente & Lanz 2019; Nanda & Panerjee 2021; Exley in process), 

the construct remains foggy and unclear. Financial happiness is often referenced using a 

multitude of names including economic well-being, subjective financial well-being, financial 

distress, and financial satisfaction, among others. The construct of financial happiness has also 

been conceptualized as having different structural properties. Some researchers consider 

financial happiness as a multidimensional construct (Norvilitis et al., 2003; Netemeyer et al., 

2017; Sorgente & Lanz, 2019). Another line of research outlines the construct as having only one 

dimension (Prawitz et al., 2006; CFPB, 2015). 

 In order to bring clarity to the construct of financial happiness, I will 1) review the 

financial happiness assessment tools used by researchers across fields; 2) empirically assess the 

most used financial happiness scales in order to uncover the underlying factor structure consists 

across scales; and 3) psychometrically test and validate a face valid, unidimensional financial 

happiness measure. Before doing that, I am going to briefly define happiness in order to outline 
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how financial happiness fits inside of overall life happiness and the importance of the construct. 

In addition, I will review the existing financial happiness measuring tools currently available to 

researchers. Finally, I will conduct an empirical assessment of financial happiness measures. 

What is Happiness? 

Happiness, or subjective well-being, is defined as “thinking and feeling that your life is 

going well, not badly” (Diener, Noba, 2021). An EBSCO search of the phrase “life satisfaction 

or happiness or well-being” in the PsychInfo database yields over 200,000 results indicating that 

many researchers have looked into the question of “What makes humans happy?” As a way of 

boring down on this vast area of interest, Cummings conducted a meta-analysis (1996) to order 

“the chaos” and found seven domains of life satisfaction: 1) material, 2) health, 3) productivity, 

4) intimacy, 5) safety, 6) community and 7) emotional well-being. The Gallup Organization 

reduced life satisfaction down to five domains (Rath & Harter, 2014) that provide ongoing 

valuable data for researchers. Gallop's five domains include 1) career, 2) social relationships, 3) 

physical health, 4) community and 5) finances. Figure 1 summarizes how concepts and 

constructs have generally been linked with happiness/well-being in the literature. Ng and 

Diener's (2014) meta-analysis found a .45 correlation between financial satisfaction and life 

evaluation, the strongest correlation of all the domains measured in the study. With such a strong 

correlation, and world events over the last 10 years, financial happiness has become an emerging 

area of interest for researchers (i.e., Bruggen et al., 2017; Iannello et al., 2020; Nanda & 

Banerjee, 2021; Netemeyer et al., 2017; Sorgente & Lanz, 2019) and demands further 

investigation. 
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Figure 1 
Well-being Domains 

 

Defining Financial Happiness 

In this manuscript, I use "financial happiness" as an umbrella term that covers the many 

terms used in research, such as financial satisfaction, financial well-being, economic well-being, 

or subjective financial well-being among others. "Financial happiness" is an uncommonly used 

term in research. In order to simplify the construct—and leaning on Diener’s (2021) definition of 

overall life happiness – I define financial happiness globally as thinking and feeling that your 

financial life is going well, not badly. This definition is purely subjective as it focuses on one’s 

“thoughts” and “feelings” about their financial state. Research on financial happiness is in an 

early stage and scattered across multiple disciplines. My hope is that adapting currently used 

terminology from subjective financial well-being to construct a new latent construct 

called "financial happiness" will simplify the name of the construct and assist in coordinating 

past and future research that is siloed due to the use of many competing terms. As an example, 

there is still no clear agreed-upon definition of financial happiness (Bruggen et al., 2017; 
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Netemeyer et al., 2017). Adding to the confusion, Bruggen et al. (2017) stated that financial 

well-being and financial satisfaction are not the same things, with financial satisfaction being 

defined as satisfaction with one's present situation (Joo & Grable, 2004). As opposed to financial 

satisfaction, financial well-being has been defined as “a positive and good financial condition 

that includes both an objective and subjective side” (Sorgente & Lanz, 2017), and as “the 

perception of being able to sustain current and anticipated desired living standards and financial 

freedom” (Bruggen et al., 2017; CFPB, 2015; Netemeyer et al., 2017). Researchers appear in 

disagreement as to the parameters of the construct with some arguing for “objective” and 

“subjective” as well as “present” and “future” components. Construct names and definitions are 

presented in Table 1. 

Table 1 
Construct Names and Definitions 

 

Author Term  Definition 

Exley 2021 Financial Happiness Thinking and feeling that your financial life is 
going well, not badly. 

Joo & Grable 
2004 

Financial Satisfaction Contentment with one's material (objective) and 
non-material (subjective) financial situation. 

CFPB/Netemeyer 
et al., 2017 

Subjective Financial Well-
being 

A state of being wherein a person can fully meet 
current and ongoing financial obligations, can feel 
secure in their financial future, and is able to make 
choices that allow them to enjoy life 

Bruggen et al. 
2017; Iannello, 
Sorgente, & 
Lanz, 2020 

Subjective Financial Well-
being 

The perception of being able to sustain current and 
anticipated desired living standard and financial 
freedom. 

 
Prilellltensky et 
al. 2015 

 
Economic Well-being 

 
Economic well-being has to do with the level of 
satisfaction with one’s financial situation.  
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It is worth noting that overall general life happiness measures have been shown to 

correlate well with other important measures (Diener & Suh, 1999; Layard, 2006; Frey and 

Stutzer, 2002; Kahneman & Kruger, 2006). Therefore, if measured properly, general financial 

happiness has the opportunity to provide insights into the characteristics of other important 

variables. However, some have argued for a multidimensional approach to financial happiness 

instead of a global approach. For example, Sorgente and Lanz (2019) outlined subjective 

financial well-being of emerging European adults as consisting of five dimensions: 1) cognitive, 

2) behavioral, 3) materialistic, 4) relational and 5) temporal. In an attempt to bring “order to the 

chaos”, I will now review the assessment tools currently being used across fields.  

Financial Happiness Measuring Tools 

 

Prawitz et al., 2006 InCharge Financial Distress/Financial Well-Being Scale (IFDFW). 
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