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ABSTRACT 

Proficient financial literacy is a crucial basis for home economic stability and enhanced 

family welfare. Numerous families in Indonesia continue to encounter difficulties in financial 

management, frequently resulting in issues such as substantial debt, insufficient savings, or 

inadequate preparedness for emergencies. This essay addresses the imperative of educating 

individuals in family financial management as a strategic initiative to enhance financial 

literacy. This project aims to assess the current level of financial literacy, develop participatory 

and pertinent educational models, evaluate the effects of educational implementation on 

favourable financial behaviour, and enhance family welfare indicators. The employed 

methodologies included questionnaire surveys, in-depth interviews, and focus group 

discussions (FGD) with family heads and homemakers. The findings indicate that organised 

and sustainable educational initiatives, focusing on budgeting, basic investment strategies, debt 

management, and the significance of insurance, can markedly enhance comprehension and 

application of financial management, which ultimately correlates positively with improved 

family welfare. This article aids in the development of more effective and inclusive financial 

literacy education policies and initiatives.  
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INTRODUCTION 

Family wellbeing serves as a significant metric in a nation's development. A fundamental 

pillar supporting this wellbeing is the capacity of families to manage their financial resources 

efficiently. Financial literacy, defined as the amalgamation of information, skills, attitudes, and 
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behaviours essential to prudent financial decisions, is gaining significance in light of the 

intricacies of financial products and global economic volatility. In Indonesia, despite the 

increasing accessibility of financial products, the overall financial literacy of the populace 

requires enhancement. Data from the National Survey on Financial Literacy and Inclusion 

(SLIK) conducted by the Financial Services Authority (OJK) reveals a disparity between 

financial literacy and financial inclusion, suggesting that numerous individuals possess access 

to financial products and services yet lack comprehensive understanding of them (Edan, 2023). 

Common financial issues encountered by households include a deficiency in financial 

planning. Numerous families lack a documented budget or financial strategy, resulting in 

spending frequently surpassing income. Reliance on Consumer Debt The accessibility of credit 

frequently prompts families to incur debt without thorough assessment, particularly for 

consumption purposes, potentially leading to financial difficulties (Sajuyigbe et al., 2024). 

Suboptimal Savings and Investment Rates: For the majority of families, cultivating a culture 

of saving and investing for the future, including a child's education fund or retirement planning, 

remains a low priority. Absence of Financial Safeguards A limited comprehension and lack of 

ownership of insurance (health, life, or property) render families susceptible to unforeseen 

financial dangers. The promotion of consumptive behaviours and lifestyles frequently incites 

superfluous spending, disregarding the repercussions for family finances . 

This article has some updates in comparison to prior studies. Initially, concentrate on 

creating a comprehensive family-life-cycle educational model that considers the varying 

financial requirements at each life stage (e.g., young couples, families with children, or those 

nearing retirement). This study not only assesses financial literacy levels but also examines 

alterations in financial behaviour by using longitudinal approaches, if feasible, or detailed 

testimonials following educational interventions (Bhargava, 2016). This research will 

incorporate elements of financial psychology into the educational framework, addressing 

behavioural biases that frequently influence financial decisions. The fourth step involves 

scrutinising how digital technologies, such as financial applications and online education 

platforms, serve as effective tools for delivering financial literacy education to modern 

households. 
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RESEARCH ELABORATIONS 

This essay employs a mixed-method approach, integrating qualitative and quantitative 

techniques to achieve a thorough understanding. We conducted a review of literary and 

scientific publications on financial literacy, household financial management, financial 

behaviour, financial education, and family welfare. This literature review seeks to develop a 

theoretical framework, ascertain markers of well-being, and evaluate pertinent educational 

methods. Questionnaire Survey: The questionnaire was administered to 200 participants, 

comprising heads of households and homemakers from both urban and rural locales. The 

questionnaire contained enquiries regarding demographics, fundamental financial knowledge, 

financial management practices (budgeting, saving, investing, borrowing), and perceptions of 

the significance of financial literacy (Bai, 2023). The sample method employs cluster sampling 

to ensure regional representation. In-Depth Interviews: Twenty selected respondents from a 

survey exhibiting varying levels of financial literacy (high, medium, poor) were interviewed to 

obtain comprehensive insights into their experiences, challenges, and tactics in financial 

management. Interviews were held with financial professionals, planners, and representatives 

from financial education providers. 

Focus Group Discussion (FGD) Two focus group sessions were conducted, each 

comprising 10 participants from demographically homogeneous households. The focus group 

discussion seeks to examine collective perspectives, analyse financial management case 

studies, and evaluate the effectiveness of the instructional materials developed. Quantitative 

Assessment We will examine the questionnaire data using descriptive statistics (frequency, 

percentage, mean, standard deviation) to characterise the respondents' profiles and financial 

literacy levels. We can use methods like independent T tests or ANOVA to compare financial 

literacy levels among different demographic groups, and regression analysis can help us see 

how financial literacy relates to well-being indicators. Qualitative Assessment The data from 

interviews and focus group discussions will be thematically analysed to discern significant 

patterns, themes, and insights pertaining to financial management issues, educational 

requirements, and the influence of financial literacy on familial behaviour and well-being. 
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RESULTS AND DISCUSSIONS 

Household Financial Literacy Proficiency The survey results indicate that the degree of 

household financial literacy in Indonesia remains inconsistent. Approximately 60% of 

respondents possess a fundamental comprehension of financial concepts, like saving and 

incurring debt; however, hardly 35% grasp more intricate investment products or insurance 

principles. Seventy-five per cent of households lack a formal budget, while merely twenty per 

cent consistently document their expenditures. This finding signifies a disparity between the 

recognition of financial significance and the implementation of systematic management 

procedures. The primary issues identified by respondents were the inability to curb superfluous 

expenditures (impulsive purchasing) and a deficiency in saving discipline. 

An effective financial management education model for households must incorporate 

several essential components, as determined by data study. We must customise educational 

materials to cater to the specific needs of the family, which should include case studies on 

financial management during inflation, emergency fund planning, and debt repayment. 

Engagement and Involvement Methodology The lecture method is comparatively less 

effective. Education ought to encompass group discussions, role-playing, simulations, and the 

use of basic tools, such as budget sheets. Concentrate on Behavioural Modification: In addition 

to knowledge, education needs to promote genuine behavioural change. For example, 

implementing savings challenges or keeping track of expenses for a set period can help. 

Utilisation of Digital Technology Utilising financial management applications, webinars, or 

podcasts can enhance educational accessibility and attract a younger demographic. Ongoing 

Support Education is insufficient on a singular occasion. Discussion forums, question-and-

answer sessions, or individual mentoring are necessary to address challenges encountered in 

practice. Engage All Family Members. Education should encompass not just the head of the 

household or homemaker but also other family members, especially children, to cultivate 

positive habits from an early age. 

The Influence of Enhanced Financial Literacy on Family Well-Being Analysis from the 

focus group discussions and in-depth interviews indicated that families who received financial 

management education experienced a substantial beneficial impact. Enhanced Fiscal Discipline 

Families enhance their planning and spending priorities, thereby decreasing the danger of 

shortfalls. Enhanced Savings Ratio: Participants indicated a rise in the percentage of income 
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designated for savings, encompassing both emergency reserves and long-term objectives. 

Mitigating Consumptive Debt: Understanding compound interest and debt risk prompts 

families to make more prudent decisions about loans and expedite the repayment of  existing 

obligations. 

Enhanced Comprehension of Basic Investments: Certain families are beginning to 

explore accessible, low-risk investment vehicles, such as money market funds or gold mutual 

funds, to accumulate assets. Perceptions of Safety and Fiscal Authority Emergency 

preparedness and savings create a sense of security and reduce financial stress, thereby 

improving the family's psychological well-being. Enhanced Crisis Adaptability: Families are 

better equipped for financial emergencies or unforeseen economic fluctuations. 

 

 

CONCLUSIONS 

Enhancing financial literacy via home financial management education is an essential 

long-term investment for the advancement of family welfare. Despite the necessity for 

improved reading levels, pertinent, interactive, and sustainable instructional methods using 

digital technology have demonstrated efficacy in fostering beneficial financial behaviours. 

Quantifiable beneficial effects encompass enhanced budgeting discipline, elevated savings 

ratios, diminished consumer debt, and augmented financial stability and management. 

Consequently, robust coordination among the government, financial institutions, educational 

entities, and communities is essential to devise and execute comprehensive and inclusive 

financial literacy education programs for all societal strata.    
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