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A B S T R A C T 

This research looked into the link between organic farmers' financial capabilities and their 

financial well-being in Kerala.The study used a primary dataset with a sample of 425 organic 

farmers in Wayanad, Idukki and Kottayam districts of Kerala. A structured questionnaire was 

created with a 5-point Likert scale to collect the data. Analysis was done with the structural 

equation modeling approach (SEM) using SPSS-AMOS). The findings reveal a strong link 

between financial capabilities and organic farmers' financial well-being. In addition, we 

investigate the impact of farmers' socioeconomic characteristics on their financial capability 

and financial well-being.The results confirmed that socio-economic factors such as gender, 

age, education, marital status, religion, years of experience influence financial capability. At 

the same time, annual income, the nature of the family, and the nature of land don't influence 

financial capability. Gender, age of the farmer, educational qualifications, and years of 

experience are all socioeconomic characteristics that influence financial well-being. On the 

other hand, marital status and religion have no bearing on financial well-being. It should also 

be mentioned that annual income, family structure, and land type have little bearing on 

financial capabilities and financial well-being.The study suggests that Self- help groups and 

Kudumbasree can conduct the training program to improve the financial capability of organic 

farmers in Kerala, especially women. To develop the financial capability and financial well-

being of less experienced farmers, training programs can be started at the earlier stages of 

farming. 

Keywords: Financial Capability, Financial well-being, Financial literacy, Kerala farmers, 

Organic farming 

 

INTRODUCTION 

Financial knowledge and decision-making ability are critical to a person's financial survival 

in life. Financial literacy is a Financial capability that is more practical than financial 
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decision-making (Zakaria & Sabri, 2013). A person's capability is described by his ability to 

do something with the available resources he possesses. Capability can be measured in 

different ways in different situations in life. Financial capability is a term that is evolving 

from time to time. Financial capability is not merely understanding the definitions and 

concepts of financial products and services but making wise decisions by choosing products 

and comparing various available products. According to the FINRA Investor Education 

Foundation (2009), "Financial Capability does not just refer to knowledge or understanding 

of financial concepts but how people manage their resources and make financial decisions." 

According toJim & Rather, (2010), well-being consists of five components: financial well-

being, community, physical, career, and social."Financial well-being is a state of being 

wherein a person can fully meet current and ongoing financial obligations, feel secure in their 

financial future, and can make choices that allow them to enjoy life” (CFPB, 2015). Financial 

well-being refers to assessingtheir financial status as being stress-free, healthy, and cheerful 

(Joo, 2008). Financial wellness is directly affected by financial literacy, behaviors, and 

financial stress levels (Delafrooz&Paim, 2011). Financial literacy and financial capability 

influence financial well-being (Ismail &AmiruddinZaki, 2010). Financial capability variables 

such as financial behavior and financial attitudes are associated with subjective financial 

well-being (Younas et al., 2019). This study tried to understand the relationship between 

financial capability and financial well-being. The present study is organized in the following 

manner: First, the authors elaborately reviewed earlier studies to understand the concept of 

financial capability and financial well-being.The present study is organized in the following 

manner: To begin, the authors conducted a thorough assessment of previous research better to 

understand the concepts of financial competence and financial well-being. Second, the 

authors go over how they developed the theory-based model, which includes all of the 

elements in the framework. Next, the authors offer the technique section for sampling, 

measurement, and analytical procedures. The writers then describe the results and critical 

discoveries in the fourth section. Finally, the authors explore the consequences of their 

findings for both research and practice. 

REVIEW OF LITERATURE 

Financial Capability: Financial Capability: According to H. M. Treasury (2007), financial 

capability is defined as the knowledge and skills necessary for people to understand their 

financial circumstances and have the motivation to take action.Mundy,(2011) explains that 

financial capability is vital in this modern world. It helps one make sound financial decisions, 

future financial planning, awareness about financial products, participate in the informal 

financial system, and reduce health and mental stress during financial difficulties. Ramana & 

Muduli,(2018) examined financial capability as a multidimensional concept and tried to 

explain financial knowledge, daily money management, future financial forecasting, and 

management of financial products. The study attempted to find out the different factors 

influencing the financial capability of street vendors. The sample used in this study is the 

street vendors in Bhubaneswar, India. While analysing the factors influencing a person's 

financial capability, it is found that education qualifications, age of the person, experience in 

https://cibgp.com/


Journal of Contemporary Issues in Business and Government Vol. 28, No. 03, 2022  

https://cibgp.com/         
                                                                                             P-ISSN: 2204-1990; E-ISSN: 1323-6903  

                                                                                          DOI: 10.47750/cibg.2022.28.03.031 

 
 

375 
 

the business field, and individual turnover affect the financial capability. According to 

Mark,(2009), determinants of financial capability include a person's age, marital status, 

household structure and size, personal income, housing tenure, house value and costs, and 

employment status. 

Financial Well-being: According to Jim & Rather,(2010), well-being includes five 

components, financial, community, physical, career, and social.According to Joo (2008), 

financial well-being is a perception of one's financial status that is devoid of tension, healthy, 

and pleasant. Students' financial well-being is distinct from their poor condition. Students 

who are no longer in poverty have a high level of financial security. One of the most critical 

aspects defining a student's financial well-being is the amount of money available for 

schooling(Xie et al., 2020). Direct and indirect influences are financial behaviour, financial 

management, financial problems, and financial stresses (Sabri et al., 2013).Age, 

homeownership, marital status, income, and health condition influence financial well-being. 

Older and married people enjoy more financial well-being (Cox A, Hooker H, and Markwick 

C, 2009). 

Relationship between financial capability and financial well-being: 

Singh & Sandhu, (2017) examined the relationship between youngsters' financial capability 

and financial well-being. It is found that the financial capability and income of a person are 

more closely related to their individual financial well-being. The study also finds gender 

differences and location differences in financial capability and financial well-being among 

youngsters. Rural youth have higher scores in financial well-being as compared to urban 

youth. In both gender differences, results showed that girls and boys differ significantly in 

financial well-being. It also indicates that financial capability varies with the various 

locations. 

The association between financial literacy and financial well-being appears to be influenced 

by gender and marital status. Financial literacy and financial well-being tend to have a 

positive link, however this relationship is influenced and tempered by financial actions and 

demographic characteristics, respectively. (Kamakia et al., 2017). 

     From the review of earlier studies, we understood that several studies were done on the 

topics of financial capability and financial well-being in India and outside the country. But 

the researcher can hardly find any study examining the relationship between financial 

capability and the financial well-being of organic farmers in Kerala. Hence, the researcher 

intends to explore the unexplored area of research. 

For the elaborate study, the following objectives are framed; 

1. To determine the variables that influence the financial capability of organic farmers in 

Kerala. 

2. To determine the variables that influence the financial well-being of organic farmers 

in Kerala. 
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3. To analyze the relation between organic farmers' financial capability and their 

financial well-being in Kerala. 

The following hypothesis was formulated to conduct the study: 

Null Hypothesis 1: Gender, education, age of the farmer, marital status, religion, family 

structure, land type, and year of experience do not affect their perceptions of financial 

capability. 

Null Hypothesis 2: Gender, education, age of the farmer, marital status, religion, family 

structure, land type, and year of experience do not affect their perceptions of financial well-

being. 

Null Hypothesis 3: There is no relationship between financial capability and financial well-

being. 

RESEARCH METHODOLOGY 

The present study is descriptive, and a field survey was conducted with the questionnaire. We 

collected data from 425 organic farmers in Kerala's Wayanad, Kottayam and Idukki districts. 

The questionnaire used in the study covers the most crucial financial capability components, 

such as managing money, making choices, staying informed, and planning ahead. To measure 

the attributes of financial capability, researchers used four dimensions of financial capability, 

which include managing money (3 items), making choices (4 items), staying informed (3 

items), and planning ahead (3 items). 

Researchers employed a five-item financial well-being scale to assess the aspects of financial 

well-being. A five-point scale is used here, ranging from "strongly disagree" to "strongly 

agree." For the sake of this study, the dependent variable of financial well-being is defined as 

an individual's level of contentment with his current financial situation and prospects. A 5-

point item scale is used to assess the many aspects of financial well-being and financial 

capabilities. Confirmatory factor analysis and structural equation modelling were employed 

in the study. The investigation was conducted using SPSS Amos Version 22 and SPSS 

Version 20. 

RESULTS AND DISCUSSIONS 

The study's two constructs are financial capability as its independent variable (IV) and 

financial well-being as a dependent variable (DV). There are nine socio-economic factors 

used in this study: the gender of a person, age of a person, marital status of a person, 

education qualification, nature of the land, nature of the family, and year of experience. 

Sample profile of the respondents: 

The majority of the certified organic farmers are male; hence, researchers selected more male 

respondents to conduct the study. The proportions of male and female respondents were 

62.8% and 37.2%, respectively. Another critical point noted is that more certified organic 

farmers come under the age group of 21 to 40. Hence, the same has been considered when a 
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number of respondents based on age, i.e., 48.2% of respondents, fall under that category. 

Further, professional and educated youth are entering into agriculture activities while 

considering that we chose 61.6% of the most highly educated farmers for conducting the 

study.The majority of respondents have their own land (76%), belong to nuclear families 

(86.1%), are married (54.4%), and also have more experience in farming (40.9%) 

Table I: Sample profile of the respondents 

 

Source: Authors' Analysis 

 

Group Sub-group Percent 

Gender Female                                                                                                                         

Male 

37.2 

62.8 

Age 

 

 

 

 

0-20 

21-40 

41-60 

61-80 

above 80 

2.4 

48.2 

36.5 

10.4 

2.6 

Marital Status Married 

Unmarried 

Widow/Widower 

Divorcee 

54.4 

38.6 

3.3 

3.8 

Education Qualification High School 

Bachelor's degree 

Master's Degree 

Professional Degree 

61.6 

19.3 

8.2 

10.8 

Years of Experience 0-5 

5-10 

10-15 

Above 15 

10.8 

18.4 

29.9 

40.9 

Nature of Land owned land 

Leased 

76 

24 

Religion Hindu 

Muslim 

Christian 

55.0 

17.7 

27.2 

Nature of Family Nuclear Family 

Joint Family 

86.1 

13.9 
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Validity and Reliability Test: 

A 5-item scale ranging from "strongly agree" to "strongly disagree" created the financial 

capability measure. To measure the attributes of financial capability, researchers used four 

dimensions of financial capability, which include managing money (3 items), making choices 

(4 items), staying informed (3 items), and planning ahead (3 items). The financial well-being 

scale was developed with a 5-item scale starting from "strongly agree" to "strongly disagree". 

According to the CFPB (2015), the items primarily include money left over, handling 

unexpected expenses, the ability to handle financial goals, managing money, and making 

choices for future financial goals. 

Cronbach's alpha coefficients evaluate internal consistency of the questionnaire. Furthermore, 

the validity of the questionnaire was confirmed with confirmatory factor analysis. The results 

are summarised in Table II. Reliability and validity values indicated by both the variables are 

more significant than the threshold limit of .70 (Nunally, 1971; Hair et al., 2012). Thus, the 

scale is found to be both reliable and valid. 

Table II: Validity and Reliability Test 

Source: Authors' Analysis 
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Table III: Correlation table 

Source: Authors' Analysis 

Influence of Socio-economic factors onFinancial capability: 

The study included nine socio-economic factors, includinggender, education, age of the 

farmer, marital status, religion, family structure, land type, and year of experience.The results 

show that men score higher in financial capability than women. The age group has an impact 

on financial capability. Further, it reveals that the 41–60 age groups are more financially 

capable than the other age groups. Educational qualification is the other factor influencing 

financial capability. People with higher education qualifications always have higher financial 

capability than the rest of the category. 

Marital status also affects financial capability. In the case of marital status, married farmers 

are scoring high in financial capability.Religion influences financial capability. Hindu 

religious farmers have a high score in financial capability. At the same time, there is also an 

influence of years of experience with financial capability. The results show that farmers with 

10–15 years of experience scored highly in financial capability. The study shows that annual 

income, the nature of the family, and the nature of land don't influence financial capability. 

 

 

 

 

 

 

 FW MM SI PA MC 

FW 0.794 

    

MM 0.228 0.746 

   

SI 0.307 0.482 0.752 

  

PA -0.061 0.126 0.165 0.762 

 

MC 0.047 0.113 0.166 0.522 0.754 
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Table IV: Influence of Socio-economic factors of Financial capability 

 

Source: Authors' Analysis 

 

Influence of Socio-economic factors on financial well-being: 

The study included nine socio-economic factors, including gender, education, age of the 

farmer, marital status, religion, family structure, land type, and year of experience. The 

results show that men score higher in financial well-being than women. The age group has an 

impact on financial well-being. Further, it is revealed that the 41 to 60 age group is more 

financially capable than the other age groups.Education qualification is the other factor that is 

influencing financial well-being. People with higher education qualifications always have 

greater financial well-being than the rest of the category. while examining the influence of 

years of experience with financial well-being. The results show that farmers with 10–15 years 

of experience score high in financial well-being. The study shows that religion, marital status, 

annual income, the nature of the family, and the nature of land don't influence financial well-

being. 
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Table V: Influence of Socio-economic factors of financial well-being 

Source: Authors' Analysis 

The relationship between Financial capability and Financial well-being: 

The model fitting values are shown in the following table. The acceptable limit of the 

CMIN/DF value is less than 5, and our observed value is 2.819. In the cases of GFI and 

AGFI, the threshold limit is more than .08, and the observed value is .964 and .936. The 

values of NFI, RFI, IFI, CFI, and TLI should be more than .08, and our observed values 

are.999,.995, 1.000, 1.001, and 1.000. The Root mean square error is 0.000; the value of 

RMSEA should not exceed 0.08 (Hair et al., 2010). Hence, the values mentioned above are fit 

for this model. 
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Figure 1: Model fit estimates for the relationship between financial capability and financial 

well-being. 

 

 

 

 

 

 

 

 

 

Table VI: Model fit estimates for the relationship between financial capability and financial 

well being 

Source: Authors' Analysis 

Table VII: Model Fit Summary for the relationship between financial capability and financial 

well-being 

Source: Authors' Analysis 

In model fit, all the values are within the commonly accepted parameters. Hence, it can be 

concluded that the data set fits into the model and that financial capability has a significant 

and positive impact on the financial well-being of the farmers, with a path value of .68. 
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FINDINGS AND IMPLICATIONS 

Gender, age, education, marital status, religion, year of experience, nature of the family, and 

nature of the land are the factors used in the study to find the influence on financial capability 

and financial well-being. This study demonstrates that men are higher in financial capability 

and financial well-being. This may be because of the social and financial independence 

advantages that men enjoy in their lives over women. "The age of a farmer" is a factor that 

influences financial capability and financial well-being. It is revealed that people aged 41 to 

60 have a higher capability score than the rest of the category. People in the 61–80 age group 

are showing more financial well-being than others. It also finds that individuals of higher age 

groups score higher in financial capability and financial well-being than those of the younger 

age group. The marital status of farmers has a significant influence on their financial 

capability. Married people got the highest mean value, which may be due to sharing income 

and wealth among the partners. Education qualification is the other factor that has an 

influence on financial well-being and financial capability. People with higher education 

qualifications always have the higher financial capability and financial well-being than the 

rest of the category. Religion influences financial capability. Hindu religious farmers have a 

high score in financial capability. At the same time, there is also an influence of years of 

experience with financial capability and financial well-being. 

Furthermore, it reveals that farmers with 10–15 years of experience score highly in financial 

capability. In the case of financial well-being, farmers with more than 15 years of experience 

scored highly in financial capability. Hence, it is confirmed that farmers with more 

experience score well in financial capability and financial well-being. Marital status and 

religion don't have any influence on financial well-being. The study shows that annual 

income, the nature of the family, and the nature of land don't influence financial capability 

and financial well-being. In model fit, all the values are within the commonly accepted 

parameters, so it is concluded that financial capability has a positive and significant effect on 

the financial well-being of the farmers. 

CONCLUSION 

The relationship between financial capabilities and organic farmers' financial well-being is 

examined in this study. All of the values in the model fit are within the commonly accepted 

boundaries, indicating that financial competence and financial well-being have a significant 

positive association. To increase their financial skills, self-help groups like Kudumbasree can 

run a training programme for organic farmers in Kerala, particularly women. Training 

programmes can be initiated early in the farming process to increase the financial capability 

and well-being of less experienced farmers. 
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