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Factors Mediating the Association Between Financial
Socialization and Well-Being of Young Adults: Testing a
Conceptual Framework
Lu
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This
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study establishes an integrated conceptual framework to examine the influences of financial socialization
on young adults’ financial and subjective well-being. Using the National Financial Well-Being Survey and
structural equation modeling methods with a national sample of young adults aged 18–35, this study highlights
two key potential influences of financial socialization: (a) early financial socialization experience is directly and
positively associated with young adults’ financial knowledge and financial motivations (goal-oriented financial
planning and self-control ability) and (b) there are indirect and positive associations between financial
socialization and young adults’ perceived financial skill, financial behavior, and financial and subjective
well-being. Moreover, perceived financial skill significantly mediates the relationship between financial
motivations and financial management behavior and could indirectly influence financial and subjective
well-being. Finally, this study also finds positive associations among financial management behavior, financial
well-being, and subjective well-being of young adults.
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Young adults differ from other generations by
showing more financial struggles and problematic
financial behaviors (Mottola, 2014). According to

a Pew Research Center (2018a, 2018b) report, the millen-
nial generation is the largest in the U.S. labor force (more
than one-third) and is projected to reach 74.3 million by
2050, when the oldest millennials will reach age 69. To
successfully manage financial matters in the increasingly
sophisticated financial markets, young adults of the millen-
nial generation needs to be equipped with adequate financial
knowledge and skills in order to have long-term financial
security. However, financial illiteracy and incompetency
are widespread nationally (Lusardi, 2008), and low finan-
cial literacy, particularly among young adults, was associ-
ated with individual social-demographic characteristics and
their family’s financial sophistication (Lusardi et al. 2010).
Specifically, those whose parents were more financially
educated, having investments and retirement accounts, and

with higher educational attainments, showed higher finan-
cial literacy than those whose parents were not financially
sophisticated.

Young

ID:p0080

adults, although they tend to be able to make ends
meet, have been found to be less capable of making long-
term financial plans. In particular, compared to older gen-
erations, young adults are found less financially capable
of setting aside emergency funds and accumulating retire-
ment savings, and they were more likely to engage in risky
financial behaviors, such as costly credit card use (Mot-
tola, 2014). In the same study, young adults of the mil-
lennial generation comprise the largest generation holding
student loans but possess the lowest level of financial liter-
acy, compared to Gen Xers, Boomers, and the Silent Gener-
ation. More research is needed to help young adults be more
financially secure. Therefore, it is crucial to understand the
financial socializing and behavioral mechanisms, to close
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the gap between financial literacy and financial practice of
young adults.

Millennials

ID:p0085

showed lower financial well-being compared to
older working generations in 2018 (Lusardi, 2019). Finan-
cial well-being is an important dimension of overall life
quality (Netemeyer et al., 2018). The Consumer Financial
Protection Bureau (CFPB, 2015) defines financial well-
being as “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 enjoyment of life” (p. 18). This multifaceted state
can be influenced by financial knowledge and ability, finan-
cial behavior, personal traits, social and economic envi-
ronment, and life stage (CFPB, 2015). On the other hand,
previous studies have provided evidence of the prolonged
influences of financial socialization on positive financial
attitude and behavior during adolescence, early adulthood,
andmidlife (e.g., Fan&Chatterjee, 2019; Gudmunson et al.,
2016; Kim&Chatterjee, 2013; Shim et al., 2013). However,
researchers have also indicated that being financially knowl-
edgeable is insufficient for positive financial behavior (Tang
et al., 2015), and that financial education and socialization
may not be adequate for millennials to demonstrate healthy
financial behaviors; therefore, fostering financial capability,
including knowledge and skills, is crucial (Friedline&West,
2016).

Little

ID:p0090

is known in the literature about the extent to which
early financial socialization affects later-life financial and
subjective well-being through multiple elements, including
financial knowledge, self-control, and financial skills and
behaviors. Therefore, the purpose of this study is to (a)
develop and test a conceptual framework that comprehen-
sively examines the influence of early financial socialization
on the development of young adults’ psychological traits
and financial skill and (b) examine how the interplay among
financial socialization, knowledge, self-control, skills, and
behavior can be associated with the well-being of young
adults. Previous studies have largely focused on the effect of
financial socialization on financial knowledge and behavior;
however, it remains unknown whether parental influences
early in life can influence young adults’ financial lives and
their overall subjective well-being in adulthood. A unique
contribution of this study is that it is grounded in theoretical
models, through which it identifies significant determinants
and establishes a conceptual framework of young adults’

financial and subjective well-being, including the financial
socialization process and outcome and motivational factors.
The key factors examined in the current study include finan-
cial knowledge, goal setting, self-control ability, financial
skill, and financial management behaviors. The findings of
this study contribute to the literature by providing a compre-
hensive framework that closely examines the mechanism by
which financial socialization can influence the financial and
subjective well-being of young adults.

Literature

ID:ti0015

Review
It

ID:p0095

is important to understand financial well-being, which
on one hand reflects one’s general financial status, and on
the other hand, it contributes to predicting one’s overall
subjective well-being. Financial well-being is subjective in
nature and is concerned with both present and future liv-
ing standards and financial freedom (Brüggen et al., 2017).
The literature has documented the significant relationships
between perceived financial factors and subjective well-
being. Subjective well-being is defined as “people’s evalu-
ations of their lives—evaluations that are both affective and
cognitive” (Diener, 2000, p. 34) and an omnibus evalua-
tion about multiple sub-domains of one’s life (Keyes, 2006).
The extant literature has documented evidence that one sub-
domain—well-being related to personal finance can con-
tribute to the overall subjective well-being. For example,
college students’ subjective well-being is positively asso-
ciated with self-efficacy and perception of financial situa-
tions and negatively associated with financial stress (Robb,
2017). Young adults’ well-being is also significantly asso-
ciated with financial burdens (Solis & Ferguson, 2017).

In

ID:p0100

line with the relationship between financial and sub-
jective well-being, Netemeyer et al. (2018) conceptual-
ized a direct relationship between financial well-being and
overall life well-being. They measured perceived finan-
cial well-being by two factors—current financial stress and
expectation of future financial security—and found both
had significant but opposite relationships with overall life
well-being. The expectation of future financial security was
positively associated with overall subjective well-being,
whereas present money-management stress negatively pre-
dicted well-being. The authors reported that millennials
showed higher money-management stress but expected bet-
ter future financial security compared to Boomers. This
finding is worthy of further investigation, because if young
adults do not possess enough knowledge, skills, and otherPdf_Folio:203
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resources to practice and implement necessary steps to build
financial security, they may end up overestimating their
future financial conditions.

According

ID:p0105

to Gudmunson and Danes (2011), financial well-
being can be directly and indirectly influenced by parental
financial influences through financial behavior, attitudes,
knowledge, and capabilities. Early parental influences can
shape lifetime financial habits and behaviors. Such influ-
ence occurs within a family context, where children can
acquire knowledge and build skillsets of financial man-
agement (Danes, 1994). The socialization process varies
by family, however. Some common subjects and concepts
include earning, spending, saving, borrowing, and sharing
(Danes, 1994; Danes & Dunrud, 2005). Recent studies have
documented significant parental socialization roles, includ-
ing parental warmth and monitoring and financial teaching,
in influencing children’s financial behavior (e.g., Ammer-
man & Stueve, 2019; Jorgensen et al., 2017; Kim&Chatter-
jee, 2013; Lawson et al., 2019; Norvilitis &MacLean, 2010;
Sabri et al., 2020).

Recent

ID:p0110

theoretical framework developments have concep-
tualized parental education and socialization of children on
financial matters as significant influential factors on chil-
dren’s financial attitudes, knowledge, and behavior in later
life (Gudmunson & Danes, 2011). Danes (1994) defined
financial socialization as a “process of acquiring and devel-
oping values, attitudes, standards, norms, knowledge, and
behaviors that contribute to the financial viability and indi-
vidual well-being” (p. 128). Gudmunson and Danes’ (2011)
framework suggests that the family is an integrated network
that involves continuous and dynamic interactions between
parents and children. Children can learn financial knowl-
edge and skills, form financial attitudes, and build financial
capability and competence through the socialization process
with parents or guardians, which can determine their finan-
cial behavior and financial well-being later in life.

Individuals’

ID:p0115

financial attitudes and knowledge can largely
be shaped by the financial socialization process and can
mediate the relationship between socialization and finan-
cial behavior. The literature has suggested that parents are
significant perceived financial socialization agents of their
children. For example, college students have reported that
parents are more important sources than schools, peers, and
media for learning about credit card use (Pinto et al., 2005).

From a social learning theoretical perspective, Jorgensen
and Savla (2010) found that explicit financial socializa-
tion from parents can have positive influences on financial
attitude; however, interestingly, the relationship was nega-
tive between parental influences and financial knowledge.
Moreover, they found that financial attitude mediates the
positive relationship between parental influence and finan-
cial behavior. Shim et al. (2010) found that positive financial
behaviors can be positively associated with financial atti-
tude development, which further influences financial behav-
ior and satisfaction.

Although

ID:p0120

the literature has documented relationships
between parental influences on financial attitudes and
behavior, one important possible element that has not been
fully studied in the parental financial socialization frame-
work is motivation. Motivation is a strong predictor of
human behavior and stems from psychological needs (Hull,
1952). For example, Mandell and Klein (2007) posited that
financial literacy levels of young adults can be determined
by the motivation to learn and retain financial information
and skills, after controlling for socio-demographic charac-
teristics. The literature has also documented the relation-
ships among socialization, motivation, and behavior. In a
study of consumer socialization, Shim et al. (2011) found
that consumption motivation can be shaped by parents dur-
ing the socialization process. Sharp et al. (2006) found a
mediating role of adolescent motivation in the relation-
ship between perceived parental influences and the use of
free time. The goal-setting theory of motivation states that
goal setting and goal commitment can determine subsequent
behavior and results (Hollenbeck & Klein, 1987; Locke &
Latham, 2012). Therefore, in sum, parental socialization
may influence attitudes and behaviors through its influences
on motivation.

Conceptual

ID:ti0020

Framework
The

ID:p0125

conceptual framework of this study uses an integrated
approach and is constructed based on two conceptual
models: (a) the financial socialization theoretical model
developed by Gudmunson and Danes (2011) and (b) the
information-motivation-behavior (IMB) conceptual model
introduced by Fisher and Fisher (1992). These two models,
despite being initially developed in different disciplines,
have provided solid theoretical support to the construction
of our conceptual framework, which provides a unique
perspective to examine how early financial socializationPdf_Folio:204
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Figure 1.

ID:p0130

Conceptual framework of this study adapting Gudmunson and Danes (2011) financial
socialization framework and Fisher and Fisher (1992) the information-motivation-behavior (IMB) model.

experience can influence young adults’ subjective well-
being. The conceptual framework illustrated in Figure 1
proposes direct and indirect influences of parental finan-
cial socialization on financial knowledge, financial
goal-setting and self-control, financial skill, financial man-
agement behavior, financial well-being, and subjective
well-being. The relationships among these factors have
been hypothesized in the conceptual framework (with a “+”
sign hypothesizing a positive association).

First,

ID:p0135

according to the theoretical model of financial social-
ization (Gudmunson & Danes, 2011), financial socializa-
tion can shape individuals’ financial attitudes, knowledge,
and skill, which, in turn, determine financial behavior
and ultimately affect financial well-being. Gudmunson and
Danes’ model proposed two stages: financial socialization
processes and socialization outcomes. First, the financial
socialization processes include interplays among personal
and family characteristics, family interactions, and pur-
posive financial socialization. They suggested that social-
ization processes may occur consciously or unconsciously
between children and parents/guardians through implicit
and explicit education, communication, observation, or imi-
tation. Over time, these socialization processes may lead to
outcomes that contain three major components: (a) finan-
cial attitudes, knowledge, capabilities, and skill; (b) finan-
cial behavior; and (c) financial well-being. The literature
has found evidence that parental financial socialization,

either explicitly or implicitly, can have long-term influ-
ences on young adults’ financial behavior (e.g., Jorgensen et
al., 2017; Kim & Chatterjee, 2013; Norvilitis & MacLean,
2010; Tang et al., 2015) and financial well-being through
promoting financial knowledge and perceived behavioral
control (Shim et al., 2009). However, their model over-
looked the influences of motivations to learn and to perform
that are found significant predictors of behavior (Mandell &
Klein, 2007; Sharp et al., 2006; Shim et al., 2011).

Another

ID:p0140

theoretical model that the current study has adapted
is the IMB model (Fisher & Fisher, 1992), an interdisci-
plinary model that was developed in human health psy-
chology studies to understand HIV/AIDS risk-reduction
behavior (Fisher & Fisher, 1992). It has been used in public
health-related disciplines to explain and predict behaviors
(e.g., Fisher et al., 2002; Robertson et al., 2006). The four
core components within this model are information, moti-
vation, behavioral skills, and behavior. The IMB model can
conceptualize the process of conducting behavior that can be
influenced by information and knowledge possessed, moti-
vation to behave, andwhether the individual has an adequate
skill set. Specifically, the information component in the
original IMB model refers to information that can possibly
prevent or promote the outcome behavior. The motivation
component includes social and personal motivations that
are closely related to self-perception and attitudes toward
the behavioral outcome. These two elements together affect

Pdf_Folio:205
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behavioral skills or capabilities related to one’s ability and
self-efficacy to perform the behavior. These three constructs
are viewed as significant antecedents of the fourth ele-
ment: the behavioral outcome. Using the IMBmodel, Limbu
(2017) examined credit card misuse among college students
and found that credit card knowledge and social motiva-
tion showed direct and indirect negative effects through self-
efficacy on credit card misuse. In other words, those with
higher credit card self-efficacy were less likely to misuse
credit cards.

We

ID:p0145

think that the IMB model provides a supplemental
element—motivation—that has not been considered inGud-
munson and Danes’ theoretical model nor in most of the lit-
erature on young adults’ financial or subjective well-being.
Therefore, the way we constructed our conceptual frame-
work aims to incorporate the behavioral motivation element
into the examination of financial socialization and extends
the current understanding of parental socialization into the
area of overall subjective well-being as an ultimate out-
come of parental financial socialization. Specifically, our
conceptual framework (see Figure 1) proposes that finan-
cial socialization can be positively associated with financial
knowledge, financial goal-setting, and self-control. Further,
financial knowledge, financial goal-setting, and self-control
can be positively associated with financial skills, which can
show a positive influence on financial management behav-
ior. Additionally, the socialization and behavioral outcomes
include financial and subjective well-being, where financial
well-being, as a sub-dimension of subjective well-being,
is proposed to be positively associated with the subjective
well-being of young adults.

Method

ID:ti0025

Data
This

ID:p0150

study used the 2016 National Financial Well-Being
Survey (NFWBS) designed and collected by the Consumer
Financial Protection Bureau (CFPB). The data included
information on individual characteristics; household and
family financial status; and respondents’ financial expe-
riences, knowledge, skills, attitudes, and behaviors that
have been hypothesized to affect financial well-being. The
NFWBS sample was designed through multiple stages to
represent the noninstitutionalized adult in the United States.
Overall, the survey sample was drawn from the GfKKnowl-
edgePanel®, which uses probability-based and nonvolun-
teer recruitment procedures to ensure the representativeness

of the panel. Initially, the NFWBS survey targeted 5,000
adults who were assigned proportionally to their represen-
tation in the U.S. population. The proportion was compared
with the Current Population Survey (CPS) 2016 Annual
Socioeconomic Supplement. Next, the survey drew an addi-
tional sample due to lower response rates for key popula-
tions and oversampled those who were below 200% of the
federal poverty level, African American non-Hispanic, or
Hispanic, and those whose age was 62 and older. As a result,
the total number of respondents who completed the survey
was 6,394. The current study follows the CFPB recommen-
dation of using weights to adjust for oversampling issues so
that the results can be representative of the population. In
our sample, we used young adults who were aged between
18 and 35 at the time of the survey (2016) (i.e., respondents
born between 1981 and 1998). The final sample of 1,599
participants was used in this study. Sample weights were
applied in the analysis.

Variables
Socialization and Behavioral Outcome Variables. The

ID:p0155

ultimate outcome variable is subjective well-being, which
was constructed as a latent construct comprising three
observed variables that measured respondents’ levels of
subjective well-being. The items were “I am satisfied with
my life,” “I am optimistic about my future,” and “If I work
hard today, I will be more successful in the future.” The
answers for each item were coded with a 7-point scale rang-
ing from 1 = strongly disagree to 7 = strongly agree.

Financial

ID:p0160

well-being was constructed as a latent variable
composed of 10 indicators. The items are “I could handle
a major unexpected expense,” “I am securing my finan-
cial future,” “Because of my money situation, I feel like
I will never have the things I want in life,” “I can enjoy
life because of the way I’m managing my money,” “I am
just getting by financially,” “I am concerned that the money
I have or will save won’t last,” “Giving a gift for a wed-
ding, birthday or other occasion would put a strain on my
finances for the month, “I have money left over at the end
of the month,” “I am behind with my finances,” and “My
finances control my life.” Each of the 10 items was on a
scale of 1–5, with some items reverse coded.

Financial Socialization, Knowledge, Motivation. Finan-
cial

ID:p0165

socialization was constructed as a latent construct com-
prising seven observed variables regarding how respondents

Pdf_Folio:206
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were socialized financially while growing up at home. The
items are: “While growing up at home, did your family do
any of the following?” . . . “Discussed family financial mat-
ters with me,” “Spoke to me about the importance of sav-
ing,” “Discussed how to establish a good credit rating,”
“Taught me how to be a smart shopper,” “Taught me that
my actions determine my success in life,” “Provided me
with a regular allowance,” or “Provided me with a savings
account.”The answers to each item are coded as 1 if respon-
dents had such an experience and 0 otherwise.

Financial

ID:p0170

knowledge was an observed variable measured
by the sum of correct answers using Knoll and Houts’
(2012) financial knowledge questions. The scale consisted
of nine questions asking about respondents’ understand-
ing of investment return, investment volatility, investment
diversification, mutual fund, life insurance, housing prices,
credit card payments, interest rates, andmortgage payments.
The correct answers to each question were coded as 1, and
incorrect answers were coded as 0.

Financial

ID:p0175

goal setting and self-control were the two moti-
vational factors. Financial goal setting was an observed
variable measured by a single item asking whether the
respondents have a current or recent financial goal. The
answers were given dichotomously. Self-control is an
observed variable measured by a single item. The respon-
dents were asked to indicate how well they were able to
work diligently toward long-term goals. The answers were
coded with a 4-point scale ranging from 1 = not at all to 4
= completely well.

Financial Skill and Management Behavior. The

ID:p0180

NFWBS
survey provides modules of questions with predefined
themes for both financial skill and financial management
behavior variables. First, a latent construct was created for
financial skill, comprising 10 indicators reflecting respon-
dents’ subjective evaluations of their financial skills and
capabilities. The items in the survey were self-assessed
financial skill, including: “I know how to get myself to fol-
low through on my financial intentions,” “I know where to
find the advice I need to make decisions involving money,”
“I know how to make complex financial decisions,” “I am
able to make good financial decisions that are new to me,”
“I am able to recognize a good financial investment,” “I
know how to keep myself from spending too much,” “I know
how to make myself save,” “I know when I do not have

enough information to make a good decision involving my
money,” “I know when I need advice about my money,” and
“I struggle to understand financial information.” Each item
was coded on a scale of 1–5, with some items reverse coded.

Financial

ID:p0185

management behavior was constructed as a latent
construct, with four observed variables reflecting positive
and desirable financial management behaviors. Respon-
dents were asked to indicate how often they had engaged
in the following activities in the past 6 months: “Paid all
the bills on time,” “Stayed within the budget or spending
plan,” “Paid off credit card balance in full each month,”
and “Checked the statements, bills and receipts to make sure
there were no errors.” The answers were coded with a 5-
point scale ranging from 1 = never to 5 = always.

Analysis
To

ID:p0190

analyze the proposed conceptual framework, this study
employed a structural equation modeling (SEM) method.
SEM is a type of multivariate technique that conducts
confirmatory factor analysis (CFA) and a series of multi-
ple regressions (path analysis) simultaneously (Hair et al.,
2014). That is, it confirms how well the indicators construct
the unobservable concepts (latent variables) and tests the
proposed relationships among the observed and latent vari-
ables. In this study, we used SEM to evaluate multiple asso-
ciations among the factors. SEM can identify how financial
socialization is linked to financial well-being and subjec-
tive well-being, mediated by financial knowledge, financial
goal-setting, self-control, financial skill, and financial man-
agement behavior.

In

ID:p0195

SEM, the model specification includes measurement
model and structural model specifications. First, we speci-
fied the measurement model and validated it with CFA (Hair
et al., 2014). In this study, there are five latent variables:
financial socialization, financial skill, financial manage-
ment behavior, financial well-being, and subjective well-
being. Each latent variable was conceptually constructed
with three to 10 indicators. The first stage of SEM vali-
dated whether each set of indicators, or observed items, rep-
resented the latent construct properly and exclusively. In a
CFA procedure assessing measurement relationships, Hair
et al. (2014) recommended that the factor loading should be
0.5 or higher to be considered practically significant. Thus,
this study eliminated the indicators for which factor load-
ings were lower than 0.5 in the CFA procedures.Pdf_Folio:207
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As

ID:p0200

a result, the financial socialization latent construct was
eventually measured by four items (i.e., “Spoke to me about
the importance of saving,” “Discussed how to establish a
good credit rating,” “Taught me how to be a smart shop-
per,” and “Taught me that my actions determine my success
in life”); the financial skill variable was measured by seven
items (i.e., “I know how to get myself to follow through on
my financial intentions,” “I know where to find the advice
I need to make decisions involving money,” “I know how
to make complex financial decisions,” “I am able to make
good financial decisions that are new to me,” “I am able
to recognize a good financial investment,” “I know how to
keep myself from spending too much,” and “I know how
to make myself save”); and financial well-being was mea-
sured by five items (i.e., “I could handle a major unexpected
expense,” “I am securing my financial future,” “I can enjoy
life because of the way I’m managing my money,” “Giving
a gift for a wedding, birthday or other occasion would put
a strain on my finances for the month,” and “I have money
left over at the end of the month”). These final sets of indi-
cators and latent variables would then be used in the next
stage to assess the structural model.

The

ID:p0205

structural model demonstrates the hypothesized rela-
tionships among the single-item variable(s) and latent con-
structs. In this study, the relationships among the variables
were specified based on our conceptual framework (see
Figure 1). Because the structural model included multi-
ple paths, the overall model was evaluated based on the
model fit indices. The fit indices assess how well the model
fits the data as specified (Hair et al., 2014). For exam-
ple, comparative fit index (CFI), root mean square error of
approximation (RMSEA), and standardized root mean
square residual (SRMR) are generally used to evaluate the
goodness-of-fit of the structural model. The sample was
analyzed with Mplus 7.0. The sample weighting was also
applied, as recommended for the data use (CFPB User’s
Guide, 2017).

Results

ID:ti0060

Descriptive Statistics
Table

ID:p0210

1 shows the descriptive characteristics of the respon-
dents. The gender was almost evenly distributed between
males (52%) and females (48%). Themajority of the respon-
dents were White (63%), college educated (57%), and full-
time workers (53%). Almost 44% of young adults in this
study were never married, while 37% were married. With

regard to the variables of interest, we report the summate
scores for the single-item variables and latent variables
with multiple measuring items. The mean scores for finan-
cial socialization, financial knowledge, self-control, finan-
cial skill, and financial management behavior were 2.59
(SD = 1.44), 5.67 (SD = 1.95), 3.07 (SD = .70), 23.77 (SD
= 5.94), and 14.75 (SD = 4.00), respectively. About 70%
of respondents reported having financial goals. Addition-
ally, the overall financial well-being score among the young
adults was 15.41 (SD = 4.79) and the subjective well-being
score was 16.41 (SD = 3.81).

SEM Results
Figure

ID:p0220

2 presents the weighted SEM results with the stan-
dardized path coefficients for the proposed paths in the con-
ceptual framework. For the measurement model, all indi-
cators were highly (>.5) and significantly loaded onto their
corresponding latent variable. For the structural model, the
model fit statistics indicated the chi-square was 1,316.61
(df = 287), the CFI was .915, the RMSEA was .047, and
the SRMR was .063. Hu and Bentler (1999) suggested that
a CFI of .90 or higher, RMSEA of lower than .06, and
SRMRof lower than .08 are the acceptable thresholds for the
overall SEM model. Considering the cut-off thresholds for
goodness-of-fit indices, the overall fit of the current model
was good, indicating that the model was reasonably cor-
rectly identified.

The

ID:p0235

structural model presented in Figure 2 also demon-
strates the relationships among the variables. First, finan-
cial socialization was directly and positively associated with
financial knowledge (coef. = .212, p < .0001), financial goal
setting (coef. = .183, p < .0001), and self-control (coef. =
.231, p < .0001). These associations indicate that young
adults’ financial socialization during childhood can posi-
tively influence their financial knowledge levels and behav-
ioral motivation (including financial goal setting and self-
control ability) during emerging adulthood.

Second,

ID:p0240

financial knowledge, financial goal setting, and
self-control ability were positively related to financial skill
and financial management behavior. Specifically, financial
knowledge was positively associated with desirable finan-
cial management behavior (coef. = .112, p < .0001). How-
ever, its association with financial skill is not significant,
meaning that having financial knowledge did not necessar-
ily ensure having sufficient financial skill, or at least ourPdf_Folio:208
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TABLE 1. Descriptive

ID:p0215

Characteristics of the Millennials (Unweighted)
Variables % Mean (SD) Min Max

ID:t0005

Age

ID:t0010

18–24

ID:t0015

25.89

ID:t0020ID:t0025ID:t0030ID:t0035

25–35

ID:t0040

74.11

ID:t0045ID:t0050ID:t0055ID:t0060

Gender

ID:t0065

Male

ID:t0070

52.16

ID:t0075ID:t0080ID:t0085ID:t0090

Female

ID:t0095

47.84

ID:t0100ID:t0105ID:t0110ID:t0115

Race

ID:t0120

White

ID:t0125

62.54

ID:t0130ID:t0135ID:t0140ID:t0145

Black

ID:t0150

11.38

ID:t0155ID:t0160ID:t0165ID:t0170

Hispanic

ID:t0175

20.01

ID:t0180ID:t0185ID:t0190ID:t0195

Other

ID:t0200

6.07

ID:t0205ID:t0210ID:t0215ID:t0220

Education

ID:t0225

High school or less

ID:t0230

28.20

ID:t0235ID:t0240ID:t0245ID:t0250

College

ID:t0255

57.28

ID:t0260ID:t0265ID:t0270ID:t0275

Post-graduate/professional

ID:t0280

14.51

ID:t0285ID:t0290ID:t0295ID:t0300

Marital status

ID:t0305

Married

ID:t0310

36.84

ID:t0315ID:t0320ID:t0325ID:t0330

Widowed/divorced/separated

ID:t0335

4.63

ID:t0340ID:t0345ID:t0350ID:t0355

Never married

ID:t0360

43.65

ID:t0365ID:t0370ID:t0375ID:t0380

Other

ID:t0385

14.88

ID:t0390ID:t0395ID:t0400ID:t0405

Employment status

ID:t0410

Self-employed

ID:t0415

5.46

ID:t0420ID:t0425ID:t0430ID:t0435

Full-time

ID:t0440

52.82

ID:t0445ID:t0450ID:t0455ID:t0460

Part-time

ID:t0465

10.21

ID:t0470ID:t0475ID:t0480ID:t0485

Non-working

ID:t0490

31.52

ID:t0495ID:t0500ID:t0505ID:t0510

Household income

ID:t0515

Less than $20,000

ID:t0520

16.57

ID:t0525ID:t0530ID:t0535ID:t0540

$20,000–$49,999

ID:t0545

25.96

ID:t0550ID:t0555ID:t0560ID:t0565

$50,000–$74,999

ID:t0570

18.76

ID:t0575ID:t0580ID:t0585ID:t0590

$75,000–$149,999

ID:t0595

27.58

ID:t0600ID:t0605ID:t0610ID:t0615

$150,000 or more

ID:t0620

11.13

ID:t0625ID:t0630ID:t0635ID:t0640

Household size

ID:t0645

1

ID:t0650

13.32

ID:t0655ID:t0660ID:t0665ID:t0670

2

ID:t0675

28.52

ID:t0680ID:t0685ID:t0690ID:t0695

3 or more

ID:t0700

58.16

ID:t0705ID:t0710ID:t0715ID:t0720

Number of children

ID:t0725

One or more

ID:t0730

35.19

ID:t0735ID:t0740ID:t0745ID:t0750

No children

ID:t0755

64.81

ID:t0760ID:t0765ID:t0770ID:t0775

Financial socialization

ID:t0780ID:t0785

2.59 (1.44)

ID:t0790

0

ID:t0795

4

ID:t0800

Financial knowledge

ID:t0805ID:t0810

5.67 (1.95)

ID:t0815

0

ID:t0820

9

ID:t0825

Having financial goals

ID:t0830

70.31

ID:t0835ID:t0840ID:t0845ID:t0850

Self-control

ID:t0855ID:t0860

3.07 (.70)

ID:t0865

1

ID:t0870

4
(Continued)
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TABLE 1.

ID:p0215

Descriptive Characteristics of the Millennials (Unweighted) (Continued)
Variables % Mean (SD) Min Max

ID:t0875

Financial skill

ID:t0880ID:t0885

23.77 (5.94)

ID:t0890

0

ID:t0895

35

ID:t0900

Financial management

ID:t0905ID:t0910

14.75 (4.00)

ID:t0915

0

ID:t0920

20

ID:t0925

Financial well-being

ID:t0930ID:t0935

15.41 (4.79)

ID:t0940

0

ID:t0945

25

ID:t0950

Subjective well-being

ID:t0955ID:t0960

16.41 (3.81)

ID:t0965

0

ID:t0970

21

Figure 2.

ID:p0225

Results of structural equation modeling (weighted, N = 1,599).

ID:p0230

Note. 𝜒2 = 1316.609***; RMSEA = .047; CFI = .915; SRMR = .063; FINSOC = financial socialization; saving = spoke to
me about the importance of saving; credit = discussed how to establish a good credit rating; shopper = taught me how to be a
smart shopper; success = taught me that my actions determine my success in life; KNOWL = financial knowledge; FINGOAL
= financial goal; SELFCONT = self-control; SKILL = financial skill; follow = I know how to get myself to follow through
on my financial intentions; advice = I know where to find the advice I need to make decisions involving money; complex
= I know how to make complex financial decisions; new = I am able to make good financial decisions that are new to me;
invest = I am able to recognize a good financial investment; spending = I know how to keep myself from spending too much;
save = I know how to make myself save; MGMT = financial management; bills = paid all my bills on time; budget=stayed
within my budget or spending plan; ccard = paid off credit card balance in full each month; check = checked my statements,
bills, and receipts to make sure there were no errors; FWB = financial well-being; handle = I could handle a major unexpected
expense; secure = I am securing my financial future; enjoy = I can enjoy life because of the way I’m managing my money;
strain = giving a gift would put a strain on my finances for the month (reversely coded); leftover = I have money left over at
the end of the month; SWB = subjective well-being.; satis = I am satisfied with my life; opti = I am optimistic about my future;
future = If I work hard today, I will be more successful in the future.

data didn’t show a significant relationship. Financial goal
setting was positively and significantly associated with
both financial skill (coef. = .163, p < .0001) and desirable
financial management behavior (coef. = .103, p < .0001).

Moreover, self-control ability also showed positive asso-
ciations with financial skill (coef. = .467, p < .0001) and
financial management behavior (coef. = .180, p < .0001).
These results indicate that financial knowledge as an
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information

ID:p0235

factor possessed by young adults and financial
goal setting and self-control as motivational factors were
significant antecedents of the financial behaviors.

Additionally,

ID:p0245

financial skill was positively associated with
financial management behavior (coef. = .650, p < .0001).
This indicates that having adequate financial skills and capa-
bilities may help to perform desirable financial behaviors.
Notably, the financial skill variable in this study was self-
assessed and therefore represented respondents’ perception
of their own financial skills. That is, if young adults have
higher perception and confidence in their skills in managing
personal finances, they could be more likely to engage in
desirable financial behavior. Furthermore, the SEM results
also indicated that financial skill significantly mediated the
relationships between behavioral motivation and desirable
financial management behaviors.

Moreover,

ID:p0250

as the path diagram in Figure 2 shows, financial
management behavior was strongly and positively associ-
ated with financial well-being (coef. = .747, p < .0001). The
desirable financial management behavior (e.g., paying bills
on time, staying within budget, paying off credit card bal-
ance in full, checking errors in financial documents), pre-
ceded by financial knowledge, financial goal-setting, self-
control, and perceived financial skill, was an important fac-
tor of financial well-being. Lastly, the positive association
between financial well-being and subjective well-being of
young adults (coef. = .585, p < .0001) indicated that finan-
cial well-being accounts for the level of overall subjective
well-being of young adults. The overall results of this study
underscored that financial socialization played an impor-
tant role in determining financial and subjective well-being
through direct and indirect positive influences on financial
knowledge, goal setting, self-control, skills, and manage-
ment behaviors.

Discussion,

ID:ti0075

Limitations, and Implications
This

ID:p0255

study aims to establish and test a conceptual framework
to examine the association between financial socialization
and the financial and subjective well-being of young adults.
As young adults have reached early and middle adulthood,
their financial well-being not only plays a role in their over-
all life well-being but also may have long-term influences
during their later-life course. This study found that there
are significant positive influences of early parental financial
socialization on the financial and subjective well-being of

young adults. The interplaying roles of financial knowledge,
skill, and behavior were significantly confirmed. Specifi-
cally, early financial socialization experiences can influence
the financial well-being and subjective well-being of young
adults through financial knowledge, motivational factors,
financial skill, and financial management behavior.

The

ID:p0260

current study has broadened the understanding of finan-
cial socialization by establishing and testing an integrated
conceptual framework grounded in two theoretical models.
We found that early childhood socialization processes can
have long and broad influences, not only on financial knowl-
edge, skill, and behavior, but also on how satisfied young
adults are about their finances and their overall subjec-
tive well-being. Beyond the relationships proposed in Gud-
munson and Danes’ framework, the current study expanded
the financial socialization outcomes to take into considera-
tion subjective well-being. The findings of socialization and
well-being in our study suggested that financial well-being
can influence subjective well-being and overall life satisfac-
tion (e.g., Netemeyer et al., 2018). We further incorporated
two motivational factors—goal-oriented financial planning
and self-control over long-term goal pursuit—which have
been suggested to be significantly associated with behav-
ioral skills and actual behavioral practice, using the IMB
perspective modeled by Fisher and Fisher (1992).

Our

ID:p0265

results indicate that early financial socialization has
direct and positive influences on young adults’ financial
knowledge, financial goal-setting, and self-control ability,
and an indirect relationship with financial well-being and
subjective well-being. The results confirmed the relation-
ships proposed in Gudmunson and Danes’ financial social-
ization framework, with empirical results indicating that
early socialization processes within the family context can
shape individuals’ financial knowledge, attitudes, and skills
and eventually have indirect influences on socialization
outcomes, including financial behavior and financial well-
being. These findings are also consistent with the literature
(e.g., Kim&Chatterjee, 2013; Shim et al., 2013) and further
extend the scope of understanding of how financial social-
ization can work toward a broader psychological domain of
subjective well-being.

From

ID:p0270

an IMB perspective, we used financial knowledge to
proxy the information component and included two moti-
vational factors possessed by young adults —financial goal
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setting and self-control ability—and found a significant
mediating role of financial skill between the two moti-
vational factors and financial management behavior. The
mediation effect showed that young adults who were more
financially motivated (i.e., more financially goal oriented
and self-disciplined) were more likely to be equipped with
better financial skills and behavioral capabilities to reach
financial service resources. Interestingly, the findings of this
study suggested that financial knowledge did not ensure
better financial skills and capabilities. This echoed Tang
et al. (2015) findings of a disconnection between financial
knowledge and behavior among young adults. As Friedline
and West (2016) noted, increasing financial capabilities and
skills is imperative in the process of bolstering the influ-
ences of financial education and socialization. In fact, our
findings verify that young adults who perceive that they
have excellent financial capabilities and skills—including
knowing how to follow through on financial intentions and
where to seek advice; knowing how to make complex finan-
cial decisions; and understanding basic concepts of invest-
ment, spending, and saving—showed a higher likelihood of
managing their finances well. Therefore, having high per-
ceived financial skills and capabilities can benefit young
adults’ actual financial management behaviors.

As

ID:p0275

evidenced by Shim et al. (2009) and also proposed in
the financial socialization model (Gudmunson & Danes,
2011), financial well-being can be directly and indirectly
influenced by parental socialization and financial behavior.
In line with these studies, our results showed that finan-
cial well-being was influenced positively and directly by
financial behavior and indirectly by financial socialization
through other key factors. In particular, having positive
financial management behaviors in relation to managing
bills, credit cards, budgeting, and savings positively pre-
dicted the financial well-being of young adults. Lastly, since
subjective well-being is of interest in this study and offers
a holistic evaluation of one’s life state, of which financial
well-being is a sub-dimension (Netemeyer et al., 2018), we
extended our conceptual framework to link the widely used
financial socialization framework to the subjective well-
being of young adults. We found a positive linkage between
financial and subjective well-being, highlighting the impor-
tance of parental influences in increasing financial knowl-
edge, motivation, skill, and behavior, eventually increasing
overall life quality through financial satisfaction.

Limitations
This

ID:p0280

study has the following limitations. First, this study
used a cross-sectional data set, and the results did not
imply any causal relationship. Future studies that can
further investigate the causal and long-term influences of
financial socialization on adults’ financial behavior and
well-being are needed. Second, this study focused on finan-
cial well-being, which is only one sub-domain of subjec-
tive well-being. Other major domains, such as psychologi-
cal and health-related well-being, were not included in this
study but can be examined in the future when appropriate
data sets are available. Lastly, the findings of this study can
be applied only to young adults, mainly millennials; rela-
tionships among the variables, including the direct signif-
icant influences of early financial socialization on finan-
cial knowledge and motivation and its indirect influences
on financial skill and behavior and well-being, may not be
generalized to other generations. The influences of finan-
cial knowledge and skill undoubtedly need further investi-
gation for other generations. The relationships found in this
study that applied to young adults can shed light and pro-
vide a starting point for future studies about other genera-
tions. However, this conceptual framework could serve as a
starting point for future research to understand other gener-
ations’ financial behavior and well-being.

Implications
The

ID:p0285

findings of this study highlight the influential roles of
financial knowledge and financial managerial capability in
the relationship between financial socialization and finan-
cial behavior and the well-being of young adults, which
informs policymakers and financial practitioners to develop
and implement financial education and assistance programs
for this particular generation. Lusardi (2019) suggests that a
holistic approach could serve as a strategy to improve young
adults’ financial well-being, including cultivating habits of
regular savings and increasing financial knowledge through
educational programs. The significant mediating influences
of financial knowledge and financial skill and managerial
behaviors on financial and subjective well-being found in
this current study ties well with Lusardi’s previous sugges-
tion. To improve young adults’ perceived well-being and
satisfaction, it is inadequate to merely focus on improv-
ing their financial knowledge or skill; rather, it is equally
important to also help them form a goal-oriented finan-
cial planning mindset and long-term, goal-reaching ability.

Pdf_Folio:212

212 Journal of Financial Counseling and Planning, Volume 32, Number 2, 2021



“JFCP-20-00056_ProofPDF” — 2021/8/21 — 6:49 — page 213 — #12

Future intervention and education programs can incorporate
these aspects, plus behavioral finance, into financial educa-
tion and assistance processes and programs to help young
adults gain knowledge and skills and also get motivated to
prepare for long-term financial security. For example, fur-
ther innovations utilizing framing effects can be developed
and integrated into formal financial education to boost self-
confidence in money-management and goal-reaching abil-
ities and to increase motivation to perform positive finan-
cial behaviors. In the meantime, governments and agencies
should promote their services and programs so that young
consumers are aware of their existence and importance.

The

ID:p0290

findings in this study can also provide implications for
financial practitioners, including financial advisors, plan-
ners, and counselors, who work with young clients. For
young clients who have already reached adulthood, it is
impossible to change what they have experienced in the
past with their parents. In fact, Klontz and Britt (2012)
found that money scripts, which are unconscious beliefs
about money that form during childhood and are passed
down from parents and/or guardians, can predict money-
management behaviors. However, the current study sug-
gests that financial practitioners need to understand that
these clients’ current financial behavior or habits may have
long been influenced by their financial socialization expe-
riences during childhood. Therefore, practitioners need to
motivate their clients to set up clear financial planning goals
and increase their self-confidence in their ability to reach
their goals. Likewise, financial practitioners need to identify
possible ways to challenge money scripts of their clients to
promote financial well-being. On the other hand, financial
planners and counselors can also serve as educational infor-
mation sources and actively promote their clients’ financial
knowledge and help them to increase and practice improved
financial capabilities. Practitioners should also introduce
clients to and encourage them to engage in other learn-
ing opportunities, such as participating in employer-offered
education workshops, community-based education pro-
grams, or online educational resources. This may be more
meaningful for those young clients who did not receive pos-
itive financial socialization and education at younger ages.

Financial

ID:p0295

educators and educational program developers
who currently have parent clients may also find the find-
ings relevant, because parents’ socialization and educa-
tion regarding personal finances can significantly shape

children’s future financial knowledge levels, capabilities,
behavior, and well-being. The findings highlight the sig-
nificance of parental financial socialization and encourage
parents with young children to implement basic money-
management teaching and education into their parenting
process. As previous literature has suggested, parental
warmth, financial monitoring, and financial teaching can
substantially influence how children behave financially in
their later adulthood (Kim & Chatterjee, 2013; Norvilitis
& MacLean, 2010); thus, purposive and informal social-
ization activities between parents and children can produce
long-term influences when these children reach adulthood.
These findings also urge policymakers to establish educa-
tional programs targeting parents with young children to
improve parents’ financial literacy and behavior and also
provide parents with beneficial ways to financially socialize
their children.

Despite

ID:p0300

the efforts made to provide national financial edu-
cation programs (e.g., Fox et al., 2005), few of these edu-
cational programs have been customized for parents. Buc-
ciol and Veronesi (2014) find that parental teaching on sav-
ing can use different methods, such as giving pocket money
or giving advice, which are practical and can be built into
the educational programs for parents. Other researchers also
indicate that strategies such as communicating finances and
providing opportunities for being responsible for children
at home can potentially be incorporated into the financial
socialization process (LeBaron et al., 2018). The signifi-
cant long-term influences of financial socialization found
in the current study can shed light on the need for such
hands-on educational programs to be developed and imple-
mented at the state and local levels to help parents and future
generations. Parents and guardians should also pay atten-
tion to their own financial management habits and behaviors
and actively improve their financial knowledge and practice
through educational programs and other sources, because
their children may unconsciously learn, and therefore shape
their financial attitudes, beliefs, and behaviors on, those
habits and behaviors.
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