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Abstract

Financial literacy is important because it can positively direct human financial behaviors and
strengthen financial status. Measuring and improving the financial literacy of adolescents in
Hong Kong is associated with special significance. Financial literacy plays the important role
underlying intergenerational poverty, and can be transmitted between generations. However,
financial literacy may not be the cause. Family poverty status may influence the financial
literacy of next generations, and the financial literacy of next generation may further impact
their poverty status when achieving adulthood. With a convenience sample of 789 Hong
Kong students, current research validated the Financial Fitness for Life test among Hong
Kong Chinese adolescents. With another convenience sample of 200 paired parents and
students, current research adopted the FFFL test to measure the financial literacy of
adolescents and adopted structural equation modeling to explore mechanisms explaining the
impact of family income on the financial literacy of adolescents, namely the models of
socialization and general poverty. International comparison demonstrates that the financial
literacy of Hong Kong Chinese adolescents is worse, compared to that of the U.S., New
Zealand and Japan. The results of the model of socialization show that parental financial
behavior can explain the link between family income and the financial literacy of adolescents.
The results of the model of general poverty show that the same link can be mediated by both

parental stress and positive parenting behavior.

Keywords: financial literacy, family income, Hong Kong Chinese adolescents, parental

financial socialization, general poverty
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Introduction

Financial literacy has been recognized to direct human financial behaviors positively

and strengthen financial status, as financially literate individuals normally perform better in

financial planning and managing their financial resources, including savings and spending

budgets, taking part in financial markets by creating mortgages, managing debts and

investing in financial products and marketable securities, and making use of new financial

tools, including mobile and cyber-banking, to reduce transaction costs (Brown & Graf, 2013;

Hastings & Mitchell, 2011; Klapper, Lusardi, & Panos, 2013; Lusardi & Mitchell, 2014;

Lusardi & Tufano, 2015). Financially literate individuals are more likely to amass wealth

(Jappelli, & Padula, 2015; Mottola, 2013; Stango & Zinman, 2007; Yoong, 2011a).

Measuring and improving financial literacy in Hong Kong has special significance.

Hong Kong’s economic prosperity depends considerably on its continued success in

maintaining its status as an international financial center (Bauhinia Foundation Research

Center, 2012). Financially literate consumers are able to stabilize and facilitate market

development by motivating markets to create more competitive and effective financial

products (Braunstein & Welch, 2002; OECD, 2016). Besides, with the population aged 65 or

above projected to reach 2.58 million by 2064, or 33.0% of the entire population, both

individuals and society must rise to the challenge of meeting the financial needs of elderly

people in the decades to come (Census and Statistics Department, 2015; Chou, Chow, & Chi,



2004). The role of financial literacy in directing the financial behaviors of working adults,

including accumulating private retirement savings, engaging in investments, and managing

debt to reduce the repayment burden after retirement may all have positive effects on

establishing financial security in retirement, one of the greatest challenges faced by an aging

society.

Moreover, since the 1990s, Hong Kong has evolved from an industrial colony into a

service-driven economy, gaps in terms of income and wealth have grown substantially, and

social mobility has become harder to achieve (Forrest, La Grange, & Yip, 2004). For youth,

residing in low-income families means limited opportunities to attend well-funded schools

and live in the advantaged neighborhood, which can be labeled as intergenerational poverty

(Brooks-Gunn, Duncan, & Aber, 1997; Moore, 2005). Youth without sufficient education are

likely to become unemployed or employed with low income, which can be labeled as

lifecourse poverty (Moore, 2005). This is what happens in Hong Kong, as most lower-class

residents are not able to escape from the low-income-poverty cycle trap (Lee, Wong, & Law,

2007). Low financial literacy might work underlying this vicious cycle because family

income has been shown to be positively correlated with the financial literacy of youth

(Mandell, 2008a; OECD, 2005a; OECD, 2013b), and their financial literacy is correlated with

their incomes when achieving adulthood (Lusardi & Mitchell, 2007b; Miles, 2004).

In light of the important issues outlined above, the Hong Kong Investor Education



Center was established in 2012 as a subsidiary of the Securities and Future Commission

(SFCHK) after public consultation with the government for the purpose of improving

financial literacy and security in Hong Kong. A robust and effective measurement of financial

literacy is an important detail to have before developing strategies to improve financial

literacy. In Hong Kong, three surveys have been conducted to measure financial literacy,

targeting both the general population and college students, but none have been validated.

Moreover, 15 is considered the critical age to make key financial decisions and the best target

for conducting financial education programs (Hastings, Madrian, & Skimmyhorn, 2013;

Mandel & Klein, 2009), but there is no validated measurement of the financial literacy of

Hong Kong Chinese adolescents around that age. Therefore, the first objective of the current

study is to validate the Financial Fitness for Life (FFFL) test among adolescents around 15

years old in Hong Kong.

To modify the current or to develop novel strategies for improving local financial

literacy, tracking its developmental process is a crucial step. Considering the fact that family

income is the important factor in the development of adolescent financial literacy, the current

study robustly examines the correlation between financial literacy and family income with

locally collected data and specifically how family income influences the development of

financial literacy. Considering that there are several mechanisms that may connect family

income to adolescents’ financial literacy, the second objective of the current study is to fit the



locally collected data into two models and determine whether any differences can be
explained by the model of socialization (Kim & Chatterjee, 2013; Kim, LaTaillade, & Kim,
2011; Shim, Barber, Card, Xiao, & Serido, 2010; Shim, Serido, Bosch, & Tang, 2013), or the
model of general poverty (Gershoff, Aber, Raver, & Lennon, 2007). The current study is
expected to enrich the literature on the development of financial literacy and to offer a

validated tool for measuring the financial literacy of local adolescents.



Chapter 1: Defining and Measuring Financial Literacy

Conceptualizing financial literacy plays a key role in the overall design of the current

study because how one defines financial literacy conceptually may directly determine its

operational measurement. Marcolin and Abraham (2006) identified the importance of

measurement, as the effective measurement of financial literacy is a prerequisite of modeling

its development. A series of individual studies published in the last decade with at least one

component that measures financial literacy as a construct appears in Table 1. All the reviewed

studies were carried out in Organization for Economic Co-Operation and Development

(OECD) countries, but they adopted different datasets. Table 1 reviews them from the

perspective of which aspects were chosen to establish the construct of financial literacy, such

as knowledge, ability, outcome, etc.; whether different terms were adopted to indicate the

same construct; whether the construct was conceptually defined before measurement; the

content domains measured like saving, spending, and investing; the number of items; the data

collection methods; whether they used a rating system to identify financial literacy or

illiteracy; the sample population; and the sample size.



Table 1.

Compilation of Studies with the Measures of Financial Literacy

Construct Structure Others

References Aspect’  FK=FL? Definition Content® Items* Collection® Rating Population® Sample size
ANZ (2015) 1,3,4,5,6 No Yes 1,2,3,4 26 items 1 No G 3,400
Almeberg and
Save-Soderbergh 1 Yes No 1,34 3 items 2 No G 1,300
(2011)
Bucher-Koenen and

1 Yes No 1,34 3 items 3 No G 1,117

Ziegelmeyer (2011)




Table 1.

(Continued)

Construct Structure Others

References FK=FL? Definition Content® Items* Collection°® Rating Population® Sample size
Fornero and Monticone

Yes No 14 3 items 3,4 No G 3,992
(2011)
Van Rooij, Lusardi, and 16

Yes No 1,34 4 No G 1,508
Alessie (2011a) items
Fonseca, Mullen, Zamarro, 23

Yes Yes 1,34 4 No G 2,500
and Zissimopoulos (2012) items




Table 1.

(Continued)

Construct Structure Others

References Aspect FK=FL? Definition Content® Items* Collection® Rating Population® Sample size
Gathergood (2012) 1 Yes Yes 2 3 items 4 No G 3,041
Gustman, Steinmeier,

1 Yes No 3 NS NS No G NS®
and Tabatabai (2012)
Babiarz and Robb

1,2 Yes No 1234 6items NS No G 25,765

(2014)
Letkiewicz and Fox

1 Yes No 1,34 3 items NS No G 5,892

(2014)




Table 1.

(Continued)

Construct Structure Others

References Aspect’ FK=FL? Definition Content® Items* Collection® Rating Population® Sample size
Karunarathne and Gibson

1 Yes No 4 6 items 1 No G 588
(2014)
Xiao, Ahn, Serido, and Shim College

1 Yes No 4 8 items 4 No 1,100
(2014) Students
Calcagno and Monticone

1 Yes No 1,34 8 items NS No G 1,686
(2015)
Jappelli and Padula (2013) 1 Yes No 3 4 items NS No Elderly 18,741




Table 1.

(Continued)

Construct Structure Others

References Sample
Aspect’ FK=FL? Definition Content® Items* Collection°® Rating Population®

size
NFI (2007) 2,4,5,6 No Yes 1,234 NS 4 No G 805
Servon and Kaestner (2008) 13 Low income
1,5 No Yes 1,2,3 2 No 243
items adults

Robb and James (2007) College
1 Yes No 1,2,3 6 items 4 No 3,525

students

Lusardi and Mitchell (2008) 1 Yes No 1,34 3 items 2 No Female adults 785
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Table 1.

(Continued)

Construct Structure Others

References Aspect’  FK=FL? Definition Content® Items* Collection® Rating Population® Sample size
Miiller and Weber Mutual fund

1 Yes No 3 8 items 4 No 3,086
(2010) customers
Lusardi and Tufano

1,2 Yes Yes 2 3 items 2 No G 1,000

(2009)
Mandell (2008a) High school

1 Yes Yes 1,234 31 items 3 No 5,775

students
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Table 1.

(Continued)

Construct Structure Others
References Aspect' FK=FL? Definition Content® Items® Collection® Rating Population® Sample size
Lusardi, Mitchell and Youth (23-28
1 Yes No 1,34 3 1 No 7,417
Curto (2010) years old)
OECD (2014a) 1,4 No Yes 1,2,3,4 20 3 Yes Adolescents 29,000

Cameron, Calderwood,
Adolescents

Cox, Lim, and Yamaoka 1 Yes No 1,2,3,4 50 3 Yes 335
(15-year-old)

(2013a)
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Table 1.

(Continued)

Construct Structure Others
References Aspect’  FK=FL? Definition Content® Items* Collection® Rating Population® Sample size
SFC (2013) 1 Yes No 2,34 6 3 No G 2,062
Yu, Wu, Chan, and
1 Yes No 1,34 3 2 No G 966

Chou (2015)

Note. 'Categories of construct: 1, Objective financial knowledge; 2, Subjective financial knowledge; 3, Financial attitudes; 4, Financial efficacy;
5, Financial behavior; 6, Financial awareness. 2FL: Financial literacy; FK: Financial knowledge. *Categories of content: 1, Money basics; 2,
Borrowing; 3, Investing; 4, Protecting resources.*NS means Not Specified. *Categories of data collection methods: 1, Face to face interviewed:; 2,

Phone call interviewed; 3, Paper based self-administered survey; 4, Internet survey; NS means Not Specified. °G: General population.
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The financial literacy construct in a majority (76.9%) of the studies reviewed contains

only objective knowledge elements; all these studies use the terms “financial literacy” and

“financial knowledge” interchangeably. In the remaining 23.1% of studies, financial literacy

constructs are extended to include one or more of the following elements beyond objective

financial knowledge: subjective financial knowledge and financial attitude, efficacy, behavior,

and awareness. All these elements of construct, if measured, should be clearly stated in the

conceptual definition (Hung, Parker, & Yoong, 2009; Huston, 2010), and this principle is

followed well in the 30.8% of the studies reviewed that offer a clear definition of financial

literacy. In these studies, the elements of financial literacy are exactly the same as the

elements reflected in the conceptual definition of financial literacy. However, in the majority

of studies reviewed (69.2%), financial literacy has not been conceptually defined. Therefore,

additional clear definitions of financial literacy are reviewed to assess how financial literacy

has been differently defined to reflect diverse elements.

Kim (2001) and Bowen (2002) define financial literacy only as the understanding of

basic objective financial knowledge and concepts that people need to survive in a modern

society. Courchane and Zorn (2005) clearly indicate that the definition of financial literacy

should be a combination of both subjective and objective financial knowledge. As an

extension, financial literacy is defined as the performance of acquiring, understanding, and

making confident use of financial concepts (Huston, 2010; Servon & Kaestner 2008). On this
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basis, more studies claim that a financial literacy definition should also contain financial
outcomes, so that high levels of financial literacy should include not only the effective
management of financial resources, but also achieving life-long financial wellbeing
(Bannister, Heckman, & Sharky, 2015; Department of Treasury, 2007). More inclusively, the
definition given by Hung et al. (2009) adds elements that include specific financial
knowledge, the ability to apply that knowledge, subjectively perceived financial knowledge,
good financial behavior, and financial satisfaction (financial wellbeing).

After reviewing a number of papers published since the beginning of the 21% century,
Remund (2010) summarized financial literacy as including five elements: financial concepts,
the ability to communicate about financial concepts, an aptitude in managing personal
finances, skills in making appropriate financial decisions, and confidence in planning
effectively for future financial needs, within which the ability to apply financial literacy in
managing personal finances can be broken down into the short-term capability of making a
sound financial decisions and a long-term sense and faith in financial management. Atkinson
and Messy (2012) broadly categorized the elements of financial literacy as follows: (a)
awareness; (b) knowledge and skills; (c) the attitude and behavior needed to make sound
financial decisions. It is notable that some of the conceptual definitions generated above
include the financial outcomes as an element of financial literacy, while all the empirical

studies reviewed in Table 1 exclude the financial outcomes, most likely because the purpose
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of most of those studies was to explore the association between financial knowledge and

outcome-related constructs like wealth, savings, debt level, etc., and thus excluded the overall

financial outcome as an aspect of their constructs.

The content domains measured in the empirical studies listed in Table 1 can be

categorized as the basics of money (time value of money, inflation, etc.) (69.2%), borrowing

(credit cards, debt management, etc.) (42.3%), investing (saving, participation in financial

markets for investment, etc.) (80.8%), and protecting resources (risk management, insurance,

etc.) (80.8%). The percentages of studies measuring money basics, investing, and protecting

resources as content domains of financial literacy are obviously much higher than those

dealing with borrowing. The number of items adopted for measurement falls between three

and 50, while the percentage of studies collecting data through Internet surveys was highest

at 38.1%, followed by telephone interviews (23.8%), paper-based surveys (28.6%), and

face-to-face interviews (14.3%); the total is over 100% because some surveys used more than

one approach. Over 90% of all studies reviewed did not have a rating system to indicate a

numerical cutoff that defines financial literacy; all of them rely more on between- or

within-group comparisons to differentiate the relatively financially literate from the

financially illiterate. Unlike those approaches, the FFFL test adopted by Cameron et al.

(2013a) sets a 60% percentage of correct answers as the benchmark of literacy, based on the

60% benchmark also applied in the Jump$tart program (Mandell, 2008b). The Program for
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International Student Assessment (PISA) test of financial literacy adopted by the OECD
(2014a) differentiated students into five levels and set scores ranging between 400 and 475 as
the baseline of understanding and applying basic financial knowledge. Of all the empirical
studies reviewed and listed in Table 1, 61.5% target the general population instead of being
focused on specific groups.

In the modernized financial market offering standardized financial products and service,
individuals have to be equipped with standardized knowledge to make a choice regardless of
their own particular characteristics (Huston, 2010), which requires the adoption of a
standardized approach of measuring financial literacy. The studies summarized above fail to
provide such a standardized definition and measurement approach. In terms of construct
clarification, 23.1% of studies’ elements included not only objective knowledge, but also at
least one from subjective knowledge, awareness, attitude, efficacy and behavior. This
multi-elemental construct of financial literacy is problematic because these elements in the
actual measurement might be mutually contradictive. Individuals with high financial literacy
might be associated with unhealthy financial behavior and a negative financial attitude
because behavioral biases, self-control problems, and family, peer, economic, community,
and institutional factors might also influence the development of financial behavior and
financial attitude (Huston, 2010). Besides, recent literature also supported differentiating

financial literacy from financial behavior. Specifically, financial capacity was used to refer to
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financial literacy, and financial capacity was indicated to have different components

including financial literacy, subjective financial literacy, desirable financial behavior and

perceived financial capacity (Xiao & O’Neill, 2016). Adopting another perspective, the

current study targets 15-year-old adolescents with few financial resources to manage, so

financial efficacy, attitude, behavior, and other elements closely related with actually

managing personal finances should also be dropped from elements of financial literacy. Thus,

the current study limits the financial literacy construct to the element of financial knowledge.

Another barrier demonstrated in the reviewed studies is the unclear interpretation of

knowledge elements, resulting in the inconsistent criterion of measuring financial knowledge.

Some studies focus financial knowledge on financial concepts only (Letkiewicz & Fox, 2014;

Lusardi et al, 2010, Yu et al., 2015), and others are also concerned with whether individuals

are able to communicate and interpret financial concepts and whether they can apply these

concepts in a new context (Cameron et al., 2013a; OECD, 2013b, 2016). When measuring

literacy, the Educational Testing Service of the U.S. emphasizes that the measure should

capture how one is able to understand and use information. Therefore, the current study

elaborates upon financial knowledge as understanding financial concepts and applying these

financial concepts in a new context.

In terms of measurement, most of the studies reviewed do not have a rating system to

differentiate between the financially literate and financially illiterate. Although Cameron et al.
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(2013a) and OECD (2014a) established rating systems to label individuals with different

financial literacy scores, Cameron et al. (2013a) failed to provide specific evidence to argue

how the critical correct percentages is confirmed and how it can be used as the threshold to

identify financially literate and financial illiterate individuals. Comparatively, OECD (2014a)

elaborated upon the statistical evidence of their rating system. The degree of financial literacy

the item represents can be identified after calibrating the difficulty of each item. Then, the

system is able to define the level of students’ financial literacy based on their proficiency on

the same scale (OECD, 2014a).

Moreover, in terms of content domains, Kim and Mueller (1978) indicated each content

domain measured should be associated with at least three to five items to establish factorial

validity. In a number of studies reviewed, including those of Lusardi and Mitchell (2008),

Lusardi et al. (2010), Barbiaz and Robb (2014), and SFC (2013), the number of items

adopted was obviously insufficient, considering the number of content domains they claimed

to measure. Furthermore, among all the studies reviewed, only 23.1% comprehensively and

completely covered four content domains of money basics, investing, borrowing, and

protecting resources, which were all content domains measured in the studies reviewed.

In general, the current study focuses on measuring the financial literacy of adolescents

as understanding financial knowledge covering four content domains and the performance of

applying this knowledge in the simulated contexts. Based on this criterion of measurement,



the financial literacy of adolescents in the current study is conceptually defined as the
knowledge and understanding of financial concepts and the performance of applying such
knowledge and concepts in the simulated contexts as a preparation for participating in
economic life in the near future. An appropriate measurement tool is selected and described
after further review in Chapter 3 of recent studies that evaluate the financial literacy of

adolescents worldwide and in Hong Kong.

20
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Chapter 2: The Vital Role of Financial Literacy

2.1 Financial Literacy at the Micro Level

The literature demonstrates that financial literacy plays a key role in personal financial

capacity development. It is able to positively direct financial behaviors, including planning

and executing savings, investing, and debt and credit management (Banks, O’Dea, & Oldfield,

2010; Hastings & Mitchell, 2011; Lusardi & Mitchell, 2007a; Lusardi & Tufano, 2009; Van

Rooij, Lusardi, & Alessie, 2011b). In particular, individuals with higher levels of financial

literacy normally have higher tendencies to engage in retirement planning (Lusardi &

Mitchell, 2011a; Van Rooij, Lusardi, & Alessie, 2012), save for emergency needs (Babiarz &

Robb, 2014; Robb & Woodyard, 2011), be wise and responsible in creating and managing

mortgages (Duca & Kumar, 2014; Gerardi, Goette, & Meier, 2010; Lusardi & Tufano, 2009),

use credit cards for transactions (Robb, 2011; Robb & Woodyard, 2011; Xiao, Ahn et al.,

2014), be likely to use securities as tools of maintaining value or a means of investment

(Christelis, Jappelli, & Padula, 2010; Van Rooij et al., 2011b; Yoong, 2011b), select efficient

mutual funds (Hastings & Tejeda-Ashton, 2008), and ultimately accumulate more wealth and

manage it effectively to respond to financial and economic risks (Bucher-Koenen &

Ziegelmeyer, 2014; Stango & Zinman, 2007; Van Rooij et al., 2012).

2.1.1 Retirement savings and investment. The standard economic framework

indicates that people make economic decisions based on a lifelong course in which the
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proportions of earning, spending, and saving in different life stages should be well adjusted to

balance overall income and expenditure throughout life and achieve consistent utility

(Browning & Crossley, 2001). The steps to create retirement savings are calculating future

needs (simple planning), developing saving plans (serious planning), executing saving plans

(successful planning), and ultimately accumulating adequate wealth to achieve retirement

income security (Lusardi, 2008; Lusardi & Mitchell, 2011a; Lusardi & Mitchell, 2011b;

Lusardi & Mitchell, 2007a; Mayer, Zick, & Marsden, 2011). The literature demonstrates that

high financial literacy may positively and directly influence each of these four retirement

saving planning procedures (Alessie, Van Rooij, & Lusardi, 2011; Fernandes, Lynch &

Netemeyer, 2014; Huston, 2010; Lusardi and Mitchell, 2011a; Lusardi & Mitchell, 2011b).

With panel data collected before the financial crisis in 2005 and after it in 2010 from

1,665 adults aged 25 or older in the Netherlands, Alessie et al. (2011) found that when Dutch

pension funds suffered from solvency problems, citizens with higher levels of financial

knowledge expected lower replacement rates after retirement and estimated a more likely

need to boost personal retirement planning. On the basis of cross-sectional data collected

from the 2004 Health and Retirement survey, Lusardi and Mitchell (2011a) also verified that

people who calculate their retirement needs have a higher tendency to have basic inflation,

compound interest, and risk diversification knowledge than non-planners. In the conceptual

framework proposed by Huston (2010) describing the interrelations among financial literacy,
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knowledge, education, behavior, and wellbeing, financial literacy is also directly linked to

personal finance behaviors, including calculating retirement needs. This positive effect was

also identified by Fernandes et al. (2014). With cross-sectional data collected from a

nationally representative sample of 506 English-speaking adults aged 21-65 in the U.S.,

calculating retirement needs was regressed on financial literacy when controlling for

demographic information, psychological factors, and generalized self-efficacy (Chen, Gully,

& Eden, 2001), delayed gratification (Hoerger, Quirk, & Weed, 2011), and restraint and

impulsivity (Maloney, Grawitch, & Barber 2012). They found that financial literacy was still

positively associated with calculating retirement needs after controlling for all these

variables.

After retirement needs are calculated and a savings plan is developed, the key to

successful retirement planning is whether the developed retirement savings plan can be

executed. Campbell (2006) reported that financial literacy in terms of understanding complex

financial instruments and financial products promotes the execution of savings plans, while

for financially deprived families with low financial literacy, any savings plans developed

could scarcely be executed well.

Financial literacy has been also proven to shape retirement savings outcomes directly.

Using the 2009 wave of nationally representative microeconomic data of Chileans including

slightly over 14,000 respondents, Hastings and Mitchell (2011) found that test scores in
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financial literacy with the content domains of simple numeracy and numeracy in the
investment context (compound interest, inflation, and risk diversification) were still
positively correlated with the amount of retirement savings accumulated after controlling for
a series of demographic and economic factors. With the 2006 wave of the same survey of just
over 13,000 prime-age (men aged 24-65 and women aged 24-60) respondents, Behrman,
Mitchell, Soo, and Bravo (2012) adopted the instrumental variables approach to find that the
instrumental variable of financial literacy had a stronger effect on wealth accumulation and
that financial literacy has been proven to be positively correlated with wealth outcome,
controlling for age-related factors (public policies and the macroeconomic situation), family
backgrounds, and personal traits. With two samples (4,580 people aged between 51 and 56
interviewed in 1992 and 2,653 respondents of similar ages but interviewed in 2004) drawn
from the U.S. Health and Retirement Study, Lusardi and Mitchell (2007a) linked financial
literacy to accumulated wealth by showing that financial literacy was strongly correlated with
financial planning and that financial planning was still strongly correlated with accumulated
wealth after controlling for demographic, social, and economic factors. On the whole, the
literature above demonstrates that financial literacy has significant effects on each sector of
retirement financial planning: calculating retirement financial needs, developing retirement
saving plans, adhering to and executing saving plans, and accumulating adequate retirement

savings.
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After accumulating retirement savings, effective investment is recognized as being able

to maintain or increase the value of accumulated wealth. Financial literacy has been linked to

wise investment decision-making in a number of studies (Cartwright, 2004; Fox,

Bartholomae, & Lee 2005; Hastings & Tejeda-Ashton, 2008; Hastings & Mitchell, 2011,

Howells, 2005; Lusardi & Mitchell, 2011b; Miiller & Weber, 2010). Using data collected

from 763 subjects in a survey with an embedded experiment in Mexico’s privatized social

security system, Hastings and Tejeda-Ashton (2008) found that financial literacy was able to

reduce the information cost of investment, induce investors to choose funds with low

management costs, increase the demand for fund elasticity, reduce market equilibrium

management charges to competitive levels, and expand overall gains for investors.

Specifically, the empirical findings of Hastings and Tejeda-Ashton (2008) demonstrated that

when presenting fees in pesos (Mexico’s official currency) instead of the rate of the total

investment amount to make management fees more transparent, the demand elasticity of

investment funds increased by 25% to 55%, as for financially illiterate investors, fees

presented in pesos compared to the rate of the total investment amount are more

straightforward and easier to adopt as a reference when changing fund choices. Hastings and

Tejeda-Ashton’s (2008) findings also indicate that if all investors in a sample are financially

literate, the demand elasticity of investment funds will increase by 74% to 134%, establishing

a link between financial literacy and understanding management costs. Additionally,
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compared to financially literate investors, the financially illiterate preferred to choose funds

based on easy-to determine characteristics, such as the fund name rather than past returns and

management fee information, thus reducing the demand elasticity of investment funds with

different management fees and returns (Hastings & Tejeda-Ashton, 2008). Consequently,

market competiveness decreases, as different investment funds are not motivated to compete

for improved investment returns while lowering management fees, and the investment

wellbeing of investors declines accordingly (Hastings & Tejeda-Ashton, 2008).

However, the behavior of participating in actively managed funds itself has been

questioned as being ineffective due to the associated substantial management costs compared

to passively managed funds with very low fees, such as index funds and exchange-traded

funds (Khorana, Servaes, & Tufano, 2009). Miller and Weber (2010) further indicated that

financial literacy had little effect on decreasing participation in actively managed funds and

that financially literate investors tended to participate enthusiastically in actively managed

funds and pay high management fees. A positive correlation has been detected between

financial literacy and overconfidence, and it is overconfidence that promotes the participation

rate of financially literate investors in actively managed funds, which results in their

expansion and associated substantial costs (Miller & Weber, 2010). Thus, there might be an

optimal level of financial literacy, and the financial literacy exceeding the optimal level might

lead to the expansion of actively managed funds and high management cost.
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To avoid the costs associated with managing investment funds, some investors enter the

stock market directly for their investment needs. The literature demonstrates that high

financial literacy may motivate individuals to participate in the market and hold stock as a

form of assets (Van Rooij et al., 2011b) and that stock market participation as a means of

investment decision-making can lead to considerable wealth (Cocco, Gomes, & Maenhout,

2005). Using data from 1,373 respondents from a combination of the 2005 and 2006 Dutch

Household Surveys, Van Rooij et al. (2011b) found that stock market participation is still

positively associated with advanced financial literacy after controlling for demographic,

economic, and other potential factors influencing stock market participation. Similarly, with

merged data collected from a sample of older adults over multiple waves of the American

Life Panel Monthly Surveys, Yoong (2011b) found that stock-related knowledge is able to

increase the propensity for holding stock after controlling for other factors. However,

advanced financial literacy in Van Rooij et al.’s (2011b) study and stock-related knowledge in

Yoong’s (2011b) study may themselves not be exogenous, as they are likely to be

accumulated in the process of holding stocks and making transactions.

Furthermore, individuals who stay in the stock market are probably those with high

financial literacy and satisfactory investment outcomes, resulting in sample selection bias.

Van Roolij et al. (2011b) adopted economics education, defined as financial knowledge

acquired before participating in the stock market, as the instrumental variable for advanced
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financial literacy, while Yoong (2011b) adopted the knowledge of bonds as the instrumental

variable of stock-related knowledge to solve the endogeneity problems of these two key

independent variables. The significant coefficients of instrumental variables estimated in both

studies confirm the association between financial literacy and stock market participation (Van

Rooij et al., 2011a; Yoong, 2011b). The findings of Hassan Al-Tamimi and Annod Bin Kalli

(2009) further explain why financially literate individuals tend to participate in the market, as

they prefer to obtain advice from financial professionals and publications, while financially

illiterate individuals usually depend on information from families and friends, the former of

whom usually favor active participation in the market (Hassan Al-Tamimi & Annod Bin Kalli,

2009).

To link stock market participation and wealth accumulation, the findings of Cocco et al.

(2005) reveal that the loss of not participating in the market is great, as large as 1.5-2% of

consumption in life cycle models, and that this phenomenon is strengthened in times of zero

or negative interest rates in developed economies. This demonstrates that financial literacy

may directly increase wealth accumulation through the mediation of participation in the stock

market. The framework proposed by Lusardi and Mitchell (2014), after reviewing recent

theoretical and empirical research in both the U.S. and worldwide, indicates that financially

literate people can earn above-average expected returns on their investments, establishing a

direct association between financial literacy and investment outcomes.
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All the above literature demonstrates the important role of financial literacy in

motivating the need for retirement financial planning, establishing and adhering to saving

plans, increasing saving levels, and maintaining or increasing the value of savings

accumulated through investments. Policy reforms for financing retirement are expected to

strengthen this role for financial literacy. Defined benefit (DB) programs, previously the

dominant method in pension programs, are being gradually modified and even replaced by

defined contribution (DC) programs, particularly in the U.S. and the U.K.; DC plans now

account for the majority of invested assets in private-sector occupational pension plans

(Broadbent, Palumbo, & Woodman, 2006; Munnell & Soto, 2007). The shift from DB to DC

plans is widely believed to be driven by the following factors. First, DB plans guarantee

employees a lifelong annuity that begins at retirement age and is calculated as a multiple of

years of service and earnings at retirement. Thus, an aging population will place enormous

financial burdens on DB plans, the financial sustainability of which will come at the costs of

future generations (Clark & Monk, 2008; lams, Butrica, Smith, & Toder, 2009). Second is the

increasing phenomenon of labor force mobility as a result of industrial and demographic

transformation, as DC plans are portable and the value accumulated is easily transferred,

compared to the possible loss of all funds associated with DB plans when changing jobs

(lams et al., 2009). Third is the increased regulatory burden on DB funds, as when more

employees voluntarily join companies’ DC plans, insufficient enrollment in DB plans makes
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the management risk more obvious than ever before (Broadbent et al., 2006; Kruse, 1995).

The dominance of DC plans inevitably forces employees to shoulder the responsibilities of

risk management that had previously been shouldered by employers. It also transfers the

burden of ensuring adequate retirement savings from employers to employees, both of which

require employees to be equipped with financial strategies to make better investment

decisions, which in turn demands high levels of financial literacy (Choi, Laibson, Madrian, &

Metrick, 2002; Poterba, Rauh, Venti, & Wise, 2007).

Before 2000 in Hong Kong, when the DC-style Mandatory Provident Fund had not yet

been enacted, only one third of the labor force, mainly public servants and professionals,

were entitled to a formal DB plan and had ensured retirement benefits, while the remaining

two thirds of the labor force generally resorted to family support to guarantee retirement

income security, aided by social welfare and personal savings (Siu, 2002). However, there are

a number of demographic and industrial changes weakening this retirement income financing

pattern. As a result of Hong Kong’s rapidly aging population and reliably low birth rate, the

elderly dependency ratio—the number of persons aged 65 or over per 1,000 persons aged 15

to 64—is projected to increase from 211 in 2014 to 658 in 2064, which puts enormous

pressure on the traditional pattern of elderly residents’ receiving regular support from

younger family members (Census and Statistics Department, 2015; OECD, 2014b).

Additionally, with the change from a production-oriented to a service-orientated economy



31

and Hong Kong society itself being continuously modernized, fewer people are willing to or

able to support retired family members financially (Lee & Law, 2004). The retirement income

security of two thirds of the population without a DB plan is in peril, increasing the demand

for Hong Kong’s social security, which is financed entirely by taxation (Chan, 2003).

To manage the pressure of an aging population without upsetting the existing social,

economic, and political stability of Hong Kong, the Mandatory Provident Fund (MPF) was

launched in 2000 by the Hong Kong government as a major reform to establish retirement

income security while keeping taxes low and limiting the role of government (Chan, 2003).

The goal of the MPF is to promote the creation of a second pillar of retirement income

protection, such as privately managed mandatory occupational or private contributory

pension plans, as proposed by the World Bank in 2005 (Holzmann, Hinz, & Dorfman, 2008).

Under the MPF Schemes Ordinance, an employee aged between 18 and 64 is not only

entitled but also required to join an MPF scheme, while a self-employed citizen in the same

age group is required to join (Chou, 2008). The employer and employee are each required to

contribute 5% of the gross salary to an MPF account and the self-employed contribute 10%

of their monthly income (Chou, 2008). Under the latest arrangement, employees and

self-employed citizens do not have to make any contributions if their monthly income is

below HKD 7,100, but the employer is still required to contribute 5% (MPF Authority, 2014).

When monthly income is above HKD 30,000, both employer and employee are only required
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to contribute HKD 1,500 each, or HKD 3,000 monthly (MPF Scheme Authority, 2014). The

Mandatory Provident Fund Schemes Authority (MPFSA) was established to supervise MPF

operations, under which the employer chooses from one of 38 MPF schemes and the

employee chooses from 457 constituent funds (Commission on Poverty, 2015). The trustee of

funds is responsible for appointing financial managers to create internal controls to ensure

that management is complying with MPFSA regulations (Chan, 2003).

The level of financial literacy might have an impact on MPF returns, which are mediated

by people’s capacities to make wise investment decisions. By the end of 2015, about 2.55

million employees have joined MPF schemes, together with another 210,000 self-employed

citizens. Since the implementation of MPF, the annualized rate of return has fluctuated from

-25.9% to 30.1%, with an annualized rate of return of 3.4% (net of fees and charges) for 2015,

exceeding the inflation rate of 1.8% in the same year, thus maintaining and increasing the

monetary value (Commission on Poverty, 2015). The Commission on Poverty (2015)

describes the MPF scheme as the core component of the retirement income protection system

and believes its role will be further strengthened as more funds are accumulated in the

coming decades, as the strong MPF scheme has been proven to be able to reduce the burden

of the publicly funded social security scheme, sustain the affordability of the whole system,

and maintain the free nature and low taxes of the of Hong Kong economy. The Commission

on Poverty (2015) also insists on the need to refine the current MPF scheme by implementing
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an Employee Choice Arrangement to strengthen employees’ control over MPF investments,

which would entail even higher requirements of financial literacy among local citizens.

As a complementary move to mandatory contributions, in recent years more and more

Hong Kong citizens have undertaken voluntary savings and increased the value of their

savings through investment. One prior study by our team found that slightly more than two

thirds of local workers between ages 30 and 59 have prepared for retirement through savings

(HSBC, 2006). Similarly, the statistics of the Thematic Household Survey on Retirement

Planning and the Financial Situation in Old Age reveal that 50.9% of future retired citizens

have made preparations for retirement through savings and investment, compared to 39.1% of

currently retired people (Census and Statistics Department, 2012). Consistently, the results

from a survey conducted among Hong Kong workers demonstrated that about 58% of sample

workers have saved privately for retirement (Chou, Yu, et al., 2014). Moreover, after

reviewing a number of previous survey results, Chou et al. (2015) indicated that voluntary

saving is a preferred alternative to secure retirement income in the foreseeable future.

Furthermore, MPF statistics demonstrate that general voluntary contributions related to

employment to MPF accounts rose from 4.1 million in 2007 to 12.8 billion HKD in 2014,

while special voluntary contributions, not related to employment, increased significantly from

0.56 to 5.07 billion HKD in the same period (Commission on Poverty, 2015). With the

extended scale of accumulated savings, understanding financial products and markets is
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crucial to make wise investment decisions and maintain and increase the value of

accumulated savings against inflation and macroeconomic uncertainties, requiring local

residents to be equipped with high financial literacy.

2.1.2 Spending and credit. The role of financial literacy in consumption and credit

lies in how it is able to influence consumption levels to affect the level of debt. In an era

when the banking industry is deregulated as a result of market innovation, credit is easier to

obtain, which means that insufficient financial literacy may lead to overspending with credit

cards, accepting a mortgage obligation over-optimistically, and finally falling into heavy debt

(Beal & Delpachitra, 2003; Murray, 2000). Braunstein and Welch (2002) argued that credit

scoring technology and the proliferation of non-bank providers in lending service prompted

by market competition have largely reduced creditors’ costs. Additionally, the seemingly legal

predatory lending behavior of credit providers is likely to make financially illiterate

customers who know little about the implications of loan terms fall into serious credit

predicaments (Braunstein & Welch, 2002). In terms of the transformation of marketing

patterns, Braunstein and Welch also claim that technological advances associated with

marketing strategies targeting customers, questionable marketing and sales tactics,

communication advances, and the innovative delivery of products (such as over the Internet)

will likely make financially illiterate consumers shop excessively and become burdened with

serious debts (Braunstein & Welch, 2002).
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From the customers’ perspective, there are other studies that empirically prove that

financial literacy is negatively correlated with high credit costs, which is likely to result in

over-indebtedness (Agarwal, Skiba, & Tobacman, 2009; Gathergood, 2012; Gross & Souleles,

2001; Lusardi & Tufano, 2009). By matching the measurement of financial literacy with the

objective data of repayment performance in the U.S. subprime mortgage market, Gerardi et al.

(2010) found that the foreclosure rate of contracts was almost two thirds lower for financially

literate customers than for those with poor financial literacy. A number of other studies

indicate that a lack of familiarity with mortgage terms as a result of low financial literacy

leads to making the mistake of taking subprime mortgages when customers were qualified for

taking ordinary mortgages at a lower cost, refinancing too slowly, and unwisely distributing

repayment over the entire mortgage period (Campbell, 2006; Lax, Manti, Raca, & Zorn, 2004;

Schwartz, 2006). Another mistake likely being made by financially illiterate borrowers is

clearing the balance of mortgage too early (long before the deadline) while leaving the

balance in the tax account to be not cleared (Amromin, Huang, & Sialm, 2007). In general,

poor financial literacy might drive the overuse of credit, unwise choices in the mortgage

process, high delinquency and default rates in mortgages, and finally make customers fall

into serious predicaments caused by excessive debt.

2.1.3 Others. The finding of Fernandes et al. (2014) questions the role of financial

literacy in positively directing financial behaviors. It shows that when controlling for more
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variables (like confidence in financial information search, propensity to plan, willingness to

take financial risks, and numeracy), effects of financial literacy on shaping financial

behaviors became much smaller, compared to the situation when these variables were not

controlled (Fernandes et al., 2014). Similarly, when adopting instrumental variable to replace

financial literacy to avoid the negative influence of omitted variables, the effect of financial

literacy also decreases to a large extent (Fernandes et al., 2014). The meta-analysis produces

the similar conclusion that effects of financial literacy diminish dramatically when one

attempts to control for omitted variables bias (Fernandes et al., 2014). Additionally,

Fernandes et al. (2014) found the effect of financial literacy improvement as a result of

financial education on improving financial behaviors gradually diminishes over the years.

2.2 Financial Literacy at the Macro Level

At the macro level, a high level of financial literacy is claimed to help stabilize and

facilitate the development of the financial industry, which has been globally acknowledged

and was indicated in the G20’s recent endorsement of the OECD/International Network on

Financial Education High-Level Principles on National Strategies for Financial Education

(OECD, 2016). Specifically, it has been argued that financially informed consumers are able

to motivate the market to create more innovative and efficient financial products with

characteristics that are able to meet their long-term and short-term demands, thus rendering

the entire financial market more competitive and effective (Braunstein & Welch, 2002).
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Similarly, one study indicates that competitive market outcomes can be achieved when

individual customers have adequate financial literacy to make the proper comparisons

between different attributes of products and the prices associated with these attributes

(Hastings, Madrian, & Skimmyhorn, 2013). Conversely, empirical results show that financial

illiteracy among many Mexican holders of private accounts in the Social Security System

may lead to high administration fees in the system as a whole and make it less effective

(Duarte & Hastings, 2012; Hastings, Hortacsu, & Syverson, 2013). A number of other studies

have examined the link between financial literacy and financial crises. For instance, it has

been found that consumers with different levels of financial literacy distribute the

consequences of a financial crisis because financially illiterate investors are more seriously

exposed to market fluctuations while financially literate investors are able to diversify

potential risks, reduce the negative consequence of a financial crisis, and help stabilize the

market (Jappelli, 2010). In addition, Klapper et al. (2013) argued that responsible and prudent

financial behavior driven by a high level of financial literacy is critical to ensure the effective

allocation of financial resources and financial stability to reduce the probability of triggering

a financial crisis in an emerging economy. With datasets collected in 2007, 2008, and 2009,

another study revealed that different levels of financial literacy had indeed led to wealth

redistribution at the social level; the financially illiterate experienced real loss and were

unable to benefit from economic recovery, while the financially literate suffered only paper
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losses (Bucher-Koenen & Ziegelmeyer, 2011). In general, high average levels of financial

literacy may assist in the development of financial markets, increase market effectiveness and

stability, reduce negative consequences after a financial crisis, and reduce wealth inequality.

2.3 The Significant Role of Financial Literacy in Adolescents

A number of studies have reported results that support the notion of a circle of poverty

by which family poverty leads to low financial literacy among adolescents, and low financial

literacy in adolescence results in low financial literacy in adulthood, which is associated with

low financial wellbeing and family poverty in adulthood (Atkinson & Messy, 2012; Guiso &

Jappelli, 2008; Lusardi et al., 2010; Mandell, 2008a). In other words, the insufficient

financial literacy of adolescents living in economically deprived families is likely to make

them fall into intergenerational poverty, negatively influencing social mobility (Atkinson &

Messy, 2012; OECD, 2005a). In the context of Hong Kong, the Population Census showed

that around 26.2% of the population aged 17 or younger were affiliated with households with

income below the official poverty line defined as less than half of the median household

income; this group of adolescents numbered 275,360 in 2011 (Chou, Cheung, Lau, & Sin,

2014). The large number of adolescents living in an economically deprived environment has

caused public concern, especially in Hong Kong, one of the world’s wealthiest cities.

Furthermore, new financial products in the fast-changing financial industry have been

regularly released to meet and test market demands, which requires consumers to make
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important financial decisions, such as tuition loans, and shoulder more responsibilities at very
early ages (15 to 24); previously, these financial decisions normally needed to be made only
after achieving adulthood. The era of transformation we are experiencing has thus created
higher demand for financial literacy among adolescents. For instance, a tendency toward
massification (growth to accommodate a broader market), marketization, and privatization
driven by the high rate of return in private institutions has been observed in the higher
education sector since the 1990s, while the tuition fees at both private and public institutions
paid by students has increased steadily or even rapidly in countries like the U.K., Canada,
Australia, the U.S., and New Zealand (Ehrenberg, 2006; Greenaway & Haynes, 2003;
Jongbloed, 2003). A similar tendency has taken place in East Asian countries like Taiwan,
Hong Kong, Singapore, and mainland China, where tuition increases and market-related
strategies have been adopted ostensibly to increase the effectiveness of higher education and
to reduce the financial burden on states (Mok, 2003). Statistics in Hong Kong show that, at
the end of 2004, 100% of students enrolled in associate, undergraduate, taught postgraduate,
and research postgraduate programs in eight publicly funded higher education institutions
were funded by the University Grants Committee (Census and Statistics Department, 2005).
However, at the end of 2014, the proportion of self-financed students had increased to 83.3%
for associate degree programs, 18.2% for undergraduate programs, 91.8% for taught

postgraduate programs, and 6.7% for research postgraduate programs. The responsibility for
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financing higher education has thus been transferred rather rapidly from the government to
families. Anticipated continuing increases in the proportion of higher education spending as a
share of family budgets require more families to plan for tuition fees through loans, with the
notion that the loans will be paid by the students after graduation. When college graduates
realize their tuition loan and credit debt burdens, their potential wealth accumulation capacity
has been seriously hindered (Reed & Cochrane, 2012; Sallie Mae, 2009). In Hong Kong, the
number of successful applicants receiving loans from the Non-means-tested Loan Scheme for
Full-time Tertiary Students (NLSFT) has increased from 613 in 2008 to 10,344 in 2015,
approximately 15-fold (Working Family and Student Finance Agency, 2015).

In addition to the important role of the financial literacy of adolescents in financial
practice and avoiding the circle of poverty, it is associated with substantial significance in
policy intervention. The OECD (2016) asserts that adolescence is the ideal stage to develop
financial literacy, as the effectiveness of financial literacy education in that period is the
highest, while the National Association of State Boards of Education (2006) has argued that
the earlier adolescents are trained in financial knowledge, the more opportunities schools will
have to influence their financial behaviors. Theodore Vail, President of AT&T and first
Chairman of the Junior Achievement Bureau (1919, as quoted in Francomano, Lavitt, &
Lavitt, 1988) argued for the importance of making adolescents realize the obligations and

responsibilities associated with citizenship by equipping them with useful things in life, such
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as teaching the next generation a sense of thrift and economy.

Realizing the great significance of financial literacy among adolescents and the potential

benefit of school programs’ producing future generations with a high level of financial

knowledge, a number of countries have implemented financial education programs at the

school level (Habschick, Seidl, & Evers, 2007). The OECD has also recommended that the

activation point of financial education should be at school and developed relevant guidelines

for schools in 2012 (OECD, 2013a). Twenty-one of 32 countries (including Hong Kong) have

already executed financial education programs based on a recent survey (Lau, Lam, Law, &

Poon, 2012; OECD, 2013a).

By the end of 2015, there were a total 661 financial education initiatives recorded in

Hong Kong, about 20% of which target primary, secondary, and tertiary students (Investor

Education Centre, 2015). The majority of recorded initiatives are focused on

investment-related themes; by comparison, the number of initiatives covering day-to-day

monetary management is strikingly low (Investor Education Centre, 2015). Being

well-informed about the current level of financial literacy among local adolescents and the

determinant mechanisms of financial literacy in Hong Kong is important to evaluate the

adequacy and improve the effectiveness of local financial education programs.
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Chapter 3: The Financial Literacy of Youth Worldwide and in Hong Kong

3.1 Financial literacy of Youth Worldwide

A number of studies worldwide have adopted a variety of strategies to measure the

financial literacy of adolescents. In 2001, the Americans for Consumer Education and

Competition tested the financial literacy of high school students from 801 U.S. high schools

with multiple-choice questions covering compound interest, the expected rates of return on

basic savings products, and finance charges for credit cards, finding that on average the

students answered only 35% of all questions correctly (Tarrance Group, 2001). For the same

purpose of measuring the financial literacy of high school students, Mandell (2008a) adopted

the 31-question Jump$tart Financial Literacy Surveys to measure the financial literacy of U.S.

adolescents in high schools; the results indicated that the overall financial literacy scores of

U.S. high school students fell from 57% in 1998 to 51.9% in 2000 and again to 50.2% in

2002, recovering slightly to 52.3% in 2004 and 52.4% in 2006 before falling to 48.3% in

2008. However, the testing results indicated that a satisfactory level (60%) was not achieved

for a single year. A number of other studies have also been carried out to measure the

financial literacy of youth in college or with a college degree. A Harris Poll showed that only

8% of senior college students were very confident about their capacity in terms of investment

and financial planning, with as many as one third of them describing their skills as “not very

capable” or “not capable at all,” a finding that is consistent with the findings of many other
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studies that conclude that American youth are not knowledgeable enough to make wise

financial decisions (Chen & Volpe, 1998; Mandell & Klein, 2007). Lusardi et al. (2010)

surveyed 7,417 youth aged between 23 and 28, measuring their financial literacy by asking

them three questions reflecting basic but fundamental financial knowledge about interest

rates, inflation, and risk diversification, all of which are crucial to making wise financial

decisions. The results revealed that financial literacy was low among U.S. youth, as the

percentage who answered all three questions correctly was only 27%; the rates of correctly

answering each of the three questions were 79%, 54%, and 47% respectively, so a large

proportion of respondents did not know the answer to at least one of the three questions.

From an international comparison perspective, PISA evaluated the financial literacy of

adolescents aged 15 in 18 OECD countries (Australia, Belgium (Flemish Community),

Shanghai-China, Colombia, Croatia, Czech Republic, Estonia, France, Israel, Italy, Latvia,

New Zealand, Poland, Russia, Slovak Republic, Slovenia, Spain, and the U.S.) with 20

evaluation items covering the content domains of planning and managing finances, risk and

reward, and the general financial landscape (OECD, 2013b). The 20 items also cover the

cognitive process of analyzing information in a financial context, evaluating financial issues,

and applying financial knowledge and understanding, along with several non-cognitive

factors like financial motivation and confidence, spending and saving behavior, and access to

financial products at the individual, family, and societal levels (OECD, 2013b). The results
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showed that in 13 OECD states or economies, one of seven students was unable to make even

simple decisions about everyday spending, while only one in 10 could solve complex

financial tasks. Therefore, an unsatisfactory level of financial literacy is clearly present

among adolescents in these OECD countries (OECD, 2014c). Cameron et al. (2013a) adopted

the FFFL to evaluate the financial literacy of 335 U.S. high school students around 15 years

of age and compared the results with similar surveys in Japan and New Zealand. The results

showed that students in all three countries performed poorly in financial literacy, but the

overall performance of Japanese students was much better than those from the U.S. and New

Zealand; the main advantage was in understanding financial terms and definitions, and there

was a small advantage in comprehending and applying financial knowledge (Cameron et al.,

2013a).

3.2 Financial Literacy of Hong Kong Residents

Several studies have been designed and implemented to evaluate the financial literacy of

Hong Kong adults and college students. To prepare for the decision of the Hong Kong

Special Administrative Region Government to establish an Investment Education Center, the

Secretary for Financial Services and Treasury (SFC) commissioned the Nielsen Company to

design and implement a survey targeting Hong Kong adults aged 18-64 to evaluate their

financial knowledge, financial attitude, and capacity for monetary management. A total of

2,062 adults gave quality responses, and 1,000 who held or had traded investment products
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were interviewed at two additional stages. A series of questions in regard to financial
understanding and knowledge, the capacity for personal financial control and making ends
meet, the capacity to choose and manage financial products, and financial planning were
adopted in the survey, with six items used to evaluate financial understanding and knowledge.

All respondents were asked to describe the following statements as true or false:

= All investment products involve risks.

= Borrowing money to invest will not influence the risk of investing.

®  Generally, the risk of investing increases when the expected rate of return from
investment product increases.

= Diversification can help to reduce investment risks.
®  When the investment period is longer, then the investment risk will definitely be lower.
®  |nvestment products in the same category have the same level of risk.

The survey results indicated that Hong Kong adults do not have a good understanding of
complex and advanced financial concepts: more than 30% of respondents incorrectly
believed that the rate of return is the only factor to consider when purchasing equity-linked
products; more than 40% of respondents incorrectly believed that the investment return is
positively associated with the investment period; and more than 60% of interviewees held the
erroneous opinion that investment products in the same category carry the same level of risk
(Securities and Futures Commission, 2013). The study also indicated that those with low
incomes and low levels of education generally performed worse in understanding financial
matters, particularly in understanding the risks associated with more sophisticated financial

products, and that they were more vulnerable in financial affairs as a result of poorer saving
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habits, budgeting ability, and spending control (Securities and Futures Commission, 2013).

One research team at the Education University of Hong Kong (EAUHK) had the Public

Opinion Program at the University of Hong Kong conduct a survey between August and

September 2012 in which the financial literacy of Hong Kong adults aged 25-64 was

measured by the three most popular items measurement of financial literacy developed by

Lusardi and her colleagues: compound interest, inflation, and risk diversification (Almenberg

& Save-Soderbergh, 2011; Bucher-Koenen & Lusardi, 2011; Fornero & Monticone, 2011;

Lusardi & Mitchell, 2011c; Yu et al., 2015). The survey ultimately collected answers from

1,005 local residents with a wide distribution of different demographic, social, and economic

attributes. The results showed that the average financial literacy was 1.95 for males and 1.70

for females out of a maximum score of 3 (Yu et al., 2015). On average, both men and women

were thus unable to answer even two questions correctly (Yu et al., 2015).

For local Chinese youth, Lau et al. (2012) argued that their financial skills were low and did

not match their level of education, which is consistent with the findings of another study that

produced a subjective evaluation of the financial literacy of local college students. Chau,

Chan, and Chan (2004) surveyed 802 Hong Kong college students aged 19 to 30 and asked

them to subjectively evaluate their knowledge of financial management, the terms and

conditions of any student loans they had taken out, and the credit cards they used on a scale

from O (Not at all knowledgeable) and 7 (Know a lot). The results indicated that only 2.4%,
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3.2%, and 6.0% of them felt that they knew a lot about financial management, the terms and

conditions of student loans, and their credit cards in active use (Chau et al., 2004).

Beyond these studies, however, in Hong Kong there has been no study to date

specifically designed to objectively measure the financial literacy of adolescents aged around

15—the critical age in the circle of poverty, the best age to receive financial education, and a

common age in modern societies for adolescents to start shouldering financial

decision-making responsibilities. This data gap should be filled, considering its importance as

a reference to develop and improve local financial education projects for adolescents at

middle schools. The OECD (2005b) has indicated that financial education should be

introduced into the lives of adolescents as early as possible. Rapidly changing pension, social

welfare, and healthcare financing in Hong Kong means that adolescents have to bear more

responsibility for understanding these complex systems and making difficult financial

planning decisions. The highly innovative financial society of Hong Kong, with its steady

flow of new consumer-oriented products, has naturally involved more adolescents in financial

affairs by providing them with access to online payment options, mobile payment options,

and a variety of electronic shopping outlets. Being ill-informed about the financial literacy of

adolescents might directly influence the effectiveness of any education projects developed,

which in the long term could have a negative impact on the development of personal financial

literacy, as the OECD (20144, 2016) has reported that adolescents without adequate financial
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knowledge in middle school appear to be less likely to consistently absorb and develop an

understanding of the latest financial knowledge in their workplace; they are held back by the

poor financial cognitive ability shaped in their early years. The current project should help fill

this important data gap, robustly measure the financial literacy of adolescents aged around 15,

and provide firsthand information for policymakers to use as a reference.

3.3 The Test Adopted to Measure the Financial Literacy of Hong Kong Chinese

Adolescents

The objective measurements adopted in previous studies to measure local financial

literacy have several limitations. First, the studies of both the Securities and Futures

Commission (2013) and the research team of EQUHK did not fully cover the four content

domains outlined in Chapter 1. The former covered only investment knowledge and

protecting resources, with little discussion of the knowledge of money basics and borrowing,

while in the latter borrowing knowledge was not included. Second, as mentioned, all items in

both studies have not yet been validated in the local context.

The measurement tool to be adopted to evaluate the financial literacy of Hong Kong

Chinese adolescents should not have these limitations, should be consistent with the

conceptual definition (financial knowledge and applying financial knowledge in the

simulated context only), should comprehensively reflect all four content domains reflected in

the literature (monetary basics, investing, borrowing, and protecting resources), and should
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be appropriate for adolescents around 15 years of age to answer. The FFFL test and the

financial literacy test in PISA satisfy all these criteria. The current study has opted for the

FFFL test mainly because the working definition of financial literacy of PISA is inconsistent

with the conceptual definition adopted in the current study (see p. 26). Other than including

elements of financial knowledge and using financial knowledge in the simulated contexts,

PISA includes other non-knowledge elements into the definition of financial literacy, like

motivation, confidence and attitudes toward financial matters, access to information,

education, money and financial products, as well as spending and saving behavior (OECD,

2013b, 2016). In addition, PISA items adopt a construct-related format (need to be answered

in several words or sentences) and selected-related format simultaneously (OECD, 2013b,

2016). The answers of constructed-related questions need to be coded by expert judges

trained and recognized by test, which is beyond the time and monetary budget scheduled for

current project.

The selected FFFL test is made of 50 items, and can be categorized into 5 themes with

each theme contains 10 items, including the economic way of thinking, earning income,

saving, spending and using credit, and money management (Walstad & Rebeck, 2005). In

addition, all 50 items can be re-categorized into 3 cognitive levels, including financial

knowledge (14 items), comprehension of financial knowledge (25 items) and application of

financial knowledge (11 items) (Walstad & Rebeck, 2005).
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Chapter 4: The Development of Financial Literacy: Parental Perspective

4.1 Parental Socialization

4.1.1 Theories. The development of financial literacy, which is one component of

cognitive capacity, can be explained by the theory of cognitive development, in which the

financial literacy of individuals is qualitatively changed between early childhood and

adulthood according to the responses from interacting with the financial environment

(Ginsburg & Opper, 1988). However, only understanding the development of financial

literacy as the process of cognitive development is far from adequate (Gudmunson & Danes,

2011), as it is also heavily affected by the intervention of socialization agents (McLeod &

O'Keefe, 1972) according to the theory of social learning (Moschis, 1987).

For adolescents, the family is the primary socialized agent for financial knowledge and

the filter point of information from the outside financial world (Danes & Haberman, 2007;

Danes, Huddleston-Casas, & Boyce, 1999). Clarke, Heaton, Israelsen, and Eggett (2005)

claim that financial literacy is mainly developed inside (rather than outside) the home in later

years, which is consistent with the notion that the role of parents is central for the next

generation to gain financial knowledge (Danes & Haberman, 2007; Neul & Drabman, 2001).

Moschis (1987) has identified three ways of learning in the family environment: active

teaching and communication, unconscious observation and imitation, and positive or negative

reinforcement from parents.
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Research demonstrates that family income is an important factor in the process of

parental financial socialization. Collecting data from 420 U.S. college students (from six

states), Jorgensen and Savla (2010) found that family income is positively associated with

parental influence (direct teaching and observing financial examples of parents) on youth

financial literacy. This is because parents with higher income have more opportunities to

interact with youth in different financial occasions, including business banks, insurance

companies, and other financial organizations. A higher family income is also associated with

more opportunities for youth to adopt parental financial role modeling, supported by the fact

that families with a higher economic status are more likely to offer allowances to youth

(Barnet-Verzat & Wolff, 2002), and that adolescents from families with higher incomes are

more likely to develop savings (Furnham, 1999).

The literature has also demonstrated links between parental socialization and financial

literacy outcomes. A number of studies provide support for the notion that direct parental

teaching by planned instruction, reinforcement by reward or punishment, encouragement in

practice and participation, and adopting parental role modeling by observing and imitating

the financial roles performed by parents can make positive contributions to the youth

financial learning experience (Alhabeeb, 1999; Bowen, 1996; Danes, 1994; Lachance &

Choquette-Bernier, 2004).

With a sample of over 200 individuals from Brigham Young University, parental
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involvement, including role modeling and direct teaching, was able to improve youth

financial literacy substantially (Clarke et al., 2005). Bandura (1986a, 1986b) saw direct

parental teaching and adopting parental role modeling (with the knowledge delivered by

parents) as an integrated financial process in which youth learn what is taught by parents, are

directed to practice (based on family values, beliefs, and knowledge), and model what they

observe in their parents’ financial socialization.

Parental participation in the stock market, parental planning, and accumulation of

retirement savings have all been proven to increase—to a large extent—the probability of the

next generation’s ability to answer financial literacy questions on compound interest, inflation,

and risk diversification correctly (Lusardi et al., 2010). Consistently, when parents have

problems managing financial affairs, the next generation is more likely to be confused about

money (Allen, Edwards, Hayhoe, & Leach, 2007).

4.1.2 Contributions of the previous model and the current study contribution.

Previous literature has documented the influence of family income on the development of

financial literacy (Mandell, 2008a; OECD, 2013b). Family income has been proven to be an

important factor in the process of parental financial socialization (Barnet-Verzat & WOolff,

2002; Jorgensen & Savla, 2010), and parental socialization has been positively linked to the

development of youth financial literacy (Clarke et al., 2005; Lachance & Choquette-Bernier,

2004). However, very few studies have successfully explained the association between family
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income and youth financial literacy through the mediation of parental socialization. To our

knowledge, only two studies tried to associate the family income with the development of

youth financial literacy through the effect of parental financial socialization, but both of them

failed (Jorgensen & Savla, 2010; Shim et al., 2010).

Jorgensen and Savla (2010) reported the findings of their model of parental socialization

with a convenience sample of U.S. undergraduate students from six states that are 18-29

years old (Figure 1, pp. 57). According to the model results, parental income had a moderate

and significant influence on perceived parental influence (5 =0.17, p < 0.05), in which the

measurement of parental influence covered both direct and indirect parental teaching by

observing parental behaviors (Jorgensen & Savla, 2010). However, parental influence was

shown to not be significantly associated with the development of financial literacy (4 = -0.05,

p > 0.05). The reason why it failed to explain the connection through parental influence is

probably that the adopted samples are of college students. Compared to adolescents, the

effect of parental socialization on the development of financial literacy among college

students is probably gradually replaced by school and work place socialization (Bartholomae

& Fox, 2002; Mortimer, 2003).

With a sample of fresh undergraduate students and guided by the theory of social

learning (Moschis, 1987), Shim et al. (2010) proposed, tested, and confirmed a financial

socialization model; their findings are reported in Figure 2 (pp. 58). The model supported
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three direct links to adopt parental role modeling, including parental economic status,

parental financial behavior, and direct parental teaching (8 =0.09, p<0.01; #=0.41,p<

0.01; #=0.35, p<0.01) (Shim et al., 2010). Moreover, direct parental teaching, school work

experience, and school financial education can be directly linked to youth financial literacy (5

=0.43,p<0.01; 4=0.13,p<0.01; =0.26, p < 0.01) (Shim et al., 2010). However, the

model results did not test the association between parental economic status and youth

financial literacy, mediated by the adoption of parental financial role modeling, direct

parental teaching, and parental financial behavior.

Both model results in the study of Jorgensen and Savla (2010) and Shim et al. (2010) did

not successfully explain the connection between family income and financial literacy through

the effect of parental socialization. The current study filled in this research gap by checking

whether parental socialization was able to connect family income to financial literacy among

adolescents. The model confirmed by Shim et al. (2010) incorporated three variables relating

to parental socialization, including direct parental teaching, (observing) parental financial

behavior, and the adoption of parental financial role modeling. Comparatively, parental

socialization was only measured as one variable in the study of Jorgensen and Savla

(2010)—namely, parental influence. The current study chose to develop a new model based

on the model confirmed by Shim et al. (2010). The associated advantage with modeling direct

parental teaching, (observing) parental financial behavior, and parental financial role



55

modeling adoption separately is to explore different pathways connecting family income to

financial literacy in the process of parental socialization.

Five key elements were extracted from Shim et al.’s (2010) confirmed model related to

the development of financial literacy in parental socialization, including family income,

direct parental teaching, parental financial behavior, adopting parental modeling, and

financial literacy. School working experience and school financial education were not

incorporated when developing a new model because literature documented that parents

played a central role in financial socialization at early ages of youth (Danes & Haberman,

2007; Neul & Drabman, 2001). All five variables were restructured into three-level

hierarchical processes, including family income, parental socialization, and financial learning

outcome. Parental socialization was modeled as direct parental teaching and parental

financial behavior (for observing), and the financial learning outcome was modeled as

adopting parental role modeling and financial literacy.

In the model developed by the current study (Figure 3, pp. 59), family income is linked

to direct parental teaching (a), which is supported by the findings of Jorgensen and Savla

(2010) that family income is positively associated with direct parental teaching. Based on the

literature, family income is also linked to parental financial behavior (b), because parents

with high incomes are more likely to conduct diversified financial behaviors on different

occasions and create more opportunities to communicate with youth about financial affairs



56

(Jorgensen & Savla, 2010). Based on the links confirmed in the study of Shim et al. (2010),

direct parental teaching is linked to the adoption of parental financial role modeling (c) and

financial literacy (d), and parental financial behavior is linked to the adoption of parental

financial role modeling (e).

Considering the positive association between parental financial behavior and the

development of youth financial literacy (Allen et al., 2007; Lusardi et al., 2010), parental

financial behavior is also directly linked to financial literacy (f). Similarly, based on the

findings in the study of Shim et al. (2010), direct links from family income to the adoption of

parental financial role modeling (g) is included. Moreover, the current study considered

testing a direct link between the adoption of parental financial role modeling and the financial

literacy of adolescents (h), which is supported by the previous finding that the adoption of

parental financial role modeling is positively associated with the development of youth

financial literacy (Clarke et al., 2005). All links from a—h in Figure 3 (pp. 59) are research

hypotheses.
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4.2 General Poverty

4.2.1 Theories. Other than parental financial socialization, several other parental

mediators link poverty to youth development, including parental stress (Cummings, Davies,

& Campbell, 2002; Mistry, Biesanz, Taylor, Burchinal, & Cox, 2004), parental investment of

money or time into children (Becker, 2009; Yeung, Linver, & Brooks-Gunn, 2002), and

positive or negative parenting behaviors (Guo & Harris, 2000). The literature has consistently

documents that parental stress and positive or negative parenting behaviors are associated

with the social-emotional development of youth (Linver, Brooks-Gunn, & Kohen, 2002;

Whipple & Webster-Stratton, 1991), and that parental investment into youth is associated

with cognitive developmental outcomes (Kaushal, Magnuson, & Waldfogel, 2011; Mistry,

Biesanz, Chien, Howes, & Benner, 2008).

4.2.1.1 Link between family income and material hardship. Material hardship and

family income are usually separately modeled in poverty-related constructs (parental

investment, parental stress, and positive parenting behavior) as mediators between family

income and youth development outcomes because a number of studies indicate that material

hardship and income are not synonymous (Bickel, Nord, Price, Hamilton, & Cook, 2000;

Dunifon & Kowaleski-Jones, 2003). Material hardship focuses on the difficulty of accessing

different sorts of resources; thus, previous studies have indicated that income and material

hardship are not mutually interchangeable because material hardship does not necessarily
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change monotonically with income.

Baulch and Masset (2003) reported that, although complete independence between

monetary poverty and non-monetary poverty—poverty measured by nutritional and

educational resources—can be easily disproven, the overlapping correlational proportion of

the two kinds of poverty is, in fact, only moderate. Wratten (1995) claimed that, although

income is an ideal indicator to judge whether residents are likely to obtain different kinds of

resources to achieve socially accepted ways of living, it is hardly an indicator to reflect their

actual capacity to access these resources. This is because there are a number of other

variables that influence this capacity, including sickness, educational achievement, and

information.

Ravallion (2003) reported that individual income, which is acknowledged worldwide as

an indicator to measure poverty, is too narrow to reflect economic wellbeing, and that poverty

measurements in terms of welfare should adopt poverty lines that vary in different social

groups. It has been consistently found that 21% of American children living in families with

incomes between 100% and 200% of the income poverty line suffer from the same level of

material hardship as children in families with incomes below the income poverty line

(Douglas-Hall, Chau, & Koball, 2008; Lu, Palmer, Song, Lennon, & Aber, 2004). Gershoff

(2003) empirically discovered that material hardship—as measured by medical resources,

food insecurity, residential instability, and a lack of other resources—will not significantly
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decrease until income reaches twice the poverty level. In addition to the fact that material

hardship and income are not perfectly interchangeable, there are other reasons driving the

current study to model income and material hardship separately.

Previous studies have indicated that material hardship is likely a mediating factor linking

income and development results. With a sample of 9,645 children aged 6-11 in the 2002

National Survey of American Families, Ashiabi and O’Neal (2007) tested a four-step

structural equation model consisting of income poverty, material hardship, parenting factors,

and child health status. They found that income poverty may directly affect children’s health

status and indirectly influence it through the mediating effects of material hardship, parental

depressiveness, and other parental behaviors.

Another study, in which data from a sample of 21,260 representative American children

were analyzed by structural equation modeling, confirmed this mediating effect between

income-measured poverty, parental behaviors, and children’s cognitive outcomes (Gershoff et

al., 2007). Slack and Yoo (2005) used the data from the first and second waves of the Illinois

Families Study (IFS) and found that food hardship made a unique contribution to behavioral

changes in children, even after controlling for economic measures, which reinforced the case

for modeling material hardship individually in the current study.

4.2.1.2 Link between poverty status and youth developmental outcomes by the model

of parental stress.  As an extension of the original model of parental stress (Conger & Elder,
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1994), Conger et al. (2002) constructed and tested the pathway links from income, material

hardship, parents’ depressive symptoms, and marital conflict to parenting behaviors. Further

extensive links between parenting behaviors and youth external behavioral problems (&

social emotional competencies) were confirmed by Mistry, Vandewater, Huston, and McLoyd

(2002). Specifically, it is proven that low-income parents have financial strain and

consistently worry about their families’ financial obligations, which might negatively impact

their interactions with the next generation (Elder, 1999; Mistry et al., 2004).

Consistently, it is shown that the sort of subjective stress associated with the objective

distress and depression resulting from a low income has been proven to have a disruptive

impact on parent-child adjustment (Cummings et al., 2002; Mistry et al., 2004). Depression

makes parents more likely to be intrusive and hostile when interacting with children and less

responsive to their demands and communications, which is not beneficial to their emotional

wellbeing (Downey & Coyne, 1990).

A number of empirical studies include parenting behavior as a mediator in the extended

parental stress model. In a U.S. study investigating 585 kindergarten-aged children

(associated with 978 parents), the researchers found that parental stress mediated the link

between socio-economic status and parental disciplinary behavior. The findings also

indicated that parental perceptions, including hostile attributions, emotional upset, worrying

about the children’s future, available alternative disciplinary strategies, and available
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preventive strategies, are all mediators between parental stress and the discipline of the next

generation (Pinderhughes, Dodge, Bates, Pettit, & Zelli, 2000).

Another study of 123 families revealed that parental stress played a vital role in

physically abusive families and that physically abusive patents most likely come from

lower-income families, use more critical statements with children, demonstrate more

depression, report more anxiety, and raise children with more behavioral problems than their

non-abusive counterparts (Whipple & Webster-Stratton, 1991). Another study with a sample

of 83 parents and their children, examining the association between parental stress, parenting

behavior, and children’s early social-emotional development, demonstrated that parenting

stress can affect children’s mental performance and that parental usage of imitative gestures

and vocalization can affect children’s emotional understanding (Guajardo, Snyder, & Petersen,

2009). With a sample of 493 Caucasian and African American children, Linver et al. (2002)

examined whether maternal distress and parenting behavior were mediators of the association

between income and children’s emotional development, with the results showing that

maternal distress and parenting practice mediate the effect of income on children’s behavioral

problems.

Additionally, research also supports direct links between poverty and youth emotional

development outcomes through the effect of parenting behavior. After reviewing a number of

studies, Guo and Harris (2000) reported that economic hardship (as a result of unemployment
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and poverty) causes parents to have less time to actively supervise their children’s behavior,

feel less of a sense of responsibility, display more inconsistent disciplinary behavior, show

less warmth and caring, and punish their children more frequently. At the next stage, these

negative parenting behaviors were proven to be associated with the social-emotional

competence of the next generation (Mistry et al., 2002).

4.2.1.3 Link between poverty status and youth cognitive developmental outcomes by

the model of parental investment. The model of parental investment can explain the link

between poverty status and youth cognitive developmental outcomes. This model claims that

the effect of family income on youth development is mediated by a variety of investments.

These include quality food and housing, effective school and supporting resources, quality

medical care, positive community environment, and time spent with youth visiting libraries

and playing simulation games (Becker, 2009; Brooks-Gunn, Duncan, & Maritato, 1997,

Foster, 2002; Haveman & Wolfe, 1994; Mayer, 1997; Yeung et al., 2002).

With two nationally representative datasets, Kaushal et al. (2011) investigated U.S.

families’ investment in their children across income distributions and empirically confirmed

the links from families’ income and investment in children to children’s learning achievement.

In another study analyzing data from 1,459 low-income families, researchers found that

parental supportiveness and literacy simulations (Mistry et al., 2008) mediated the effects of

social and economic status on children’s cognitive development.
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A study by Yeung et al. (2002) used data from the Panel Study of Income Dynamics and

its 1997 Child Development Supplement, which includes 753 children; they found that the

income effect on children’s cognitive developmental outcome measured by

Woodcock-Johnson Achievement Test scores was highly mediated by families’ investment in

robustly creating a simulating environment. Dahl and Lochner (2005) analyzed panel data

from 4,500 children and their mothers participating in the National Longitudinal Survey of

Youth (NLSY) and found that, with each US$1,000 increase in family income, math and

reading test scores improved by a 6% of standard deviation in the short run. They attributed

the change partially to decisions regarding investments in children. Based on the Canadian

National Longitudinal Survey of Children and Adolescents, Lefebvre and Merrigan (1998)

argued that low resource input for children in poor families is a determinant of poor cognitive

achievement of the next generation.

4.2.2 Contributions of the previous model and current study. To closely connect

these theories to poverty, Gershoff et al. (2007) developed, tested, and confirmed the model

of general poverty. The model results are reported in Figure 4 (pp. 70). Gershoff et al. (2007)

found that family income was able to determine material hardship (5 = -0.58, at least p <

0.05). Poverty status, as gauged by those two measures separately, influenced parental

investment (# = 0.51, at least p < 0.05; = -0.23, at least p < 0.05), parental stress (f = 0.22,

at least p < 0.05; = 0.70, at least p < 0.05), and positive parenting behavior (f = 0.13, at
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least p < 0.05; 5 =0.18, at least p < 0.05) (Gershoff et al., 2007).

At the next stage, parental stress influenced parental investment and positive parenting

behavior directly (5 = 0.04, at least p < 0.05;  =-0.88, at least p < 0.05), although the former

effect size was small (Gershoff et al., 2007). At the outcome level, parental investment had an

effect on cognitive skills (# = 0.52, at least p < 0.05) but did not have an effect on

social-emotional competence (5 = -0.02, p > 0.05) (Gershoff et al., 2007). Positive parenting

behavior had an effect on both cognitive skills and social-emotional competence (5 = -0.06, at

least p < 0.05; = 0.43, at least p < 0.05), but the former effect size was small (Gershoff et al.,

2007). Furthermore, in this process, both family income and material hardship had direct

effects on cognitive skills (5 = 0.05, at least p < 0.05; g = -0.08, at least p < 0.05) and

social-emotional competence (f = 0.13, at least p < 0.05; g =-0.11, at least p < 0.05)

(Gershoff et al., 2007).

Overall, the findings of Gershoff et al. (2007) are consistent with the literature, which

suggests that cognitive skills is somewhat associated with parental investment, while social

emotional competence is largely influenced by parental stress and its associated positive or

negative parenting behaviors. Based on the model results of Gershoff et al. (2007), the

current study constructed a new model connecting family income to financial literacy (Figure

5, pp. 71).

Compared with the model of parental financial socialization (Figure 3, pp. 59), the
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model in Figure 5 (pp. 71) is another potential mechanism to explain the connection between

family income and financial literacy. It aims to test whether the poverty-related mediators

(parental investment, parental stress, and positive parenting behavior), which successfully

explain the difference between poverty, and two youth development outcomes (cognitive

capacity and social emotional competence) can explain the difference between poverty and

the financial literacy of adolescents. It should be specially noticed that in both models

constructed in the current study family income, rather than family assets, is set as the starting

point because compared to family income, family assets are more sensitive and may result in

more missing values, which may decrease the quality of modeling.

In the model shown in Figure 5 (pp. 71), based on the finding of Gershoff et al. (2007),

family income is linked to material hardship (a), parental investment (b), parental stress (c),

and positive parenting behavior (d). Similarly, according to the finding of Gershoff et al.

(2007), material hardship is linked to parental investment (e), parental stress (f), and positive

parenting behavior (g). The finding of Gershoff et al. (2007) also support constructing the

links between parental stress and parental investment (h), and the link between parental stress

and positive parenting behavior (i).

The link between parental investment and financial literacy (j), and the link between

positive parenting behavior and financial literacy (k) are constructed because the literature

documented that cognitive skills and social-emotional competence are the base and
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prerequisites for developing financial literacy (Sonuga-Barke & Webley, 1993). Therefore,
the development of financial literacy should be similar to the development of cognitive skills
and social-emotional competence. A direct link between parental stress and financial literacy
() is constructed because Kim (2007) argued that parental stress is negatively associated with
financial literacy. The direct link between family income and financial literacy (m), and the
direct link between material hardship and financial literacy (n) are constructed because it is
unclear whether these three poverty-related mediators (parental investment, parental stress
and positive parenting behavior) are able to explain all differences between poverty and

financial literacy. All links in Figure 5 (pp. 71) from a—n are the research hypotheses.
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Chapter 5: Validation Study for the FFFL Test

5.1 Literature

Current validation study examined the reliability and validity of FFFL test among local

Chinese adolescents. There are different kinds of reliability. Internal consistency reliability

refers to the overall consistency of a measure and (Research Methods Knowledge Base,

2006). Test-retest reliability assesses the degree to which test scores are consistent from one

test administration to the next (Research Methods Knowledge Base, 2006). The current

research examined the internal consistency reliability which assessed the consistency of

results across items within FFFL test (Research Methods Knowledge Base, 2006). The

validity of FFFL test, as a test validity, can be defined as the degree to which evidence and

theory support the interpretations of test scores (American Educational Research Association,

American Psychological Association, National Council on Measurement in Education, Joint

Committee on Standards for Educational, & Psychological Testing (U.S.), 1999). There are

different types of validity. The content validity refers to the degree that the instrument covers

the content that it is supposed to measure (Yaghmale, 2003). The construct validity refers to

the extent to which a test measures a construct as defined by a theory (Cronbach & Meehl,

1955). It subsumes the convergent validity that the measure is associated with things it should

be associated with and the discriminant validity that the measure is not associated with things

it should not be associated with (Cronbach & Meehl, 1955). The criterion validity is the


https://en.wikipedia.org/wiki/Construct_validity
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extent to which a measure is related with an outcome (American Educational Research

Association, American Psychological Association, National Council on Measurement in

Education, Joint Committee on Standards for Educational, & Psychological Testing (U.S.),

1999). It can be divided into the concurrent validity that is established by comparing between

the measure in question and an outcome assessed at the same time and the predictive validity

which is established by comparing the measure in question with an outcome assessed at a

later time (American Educational Research Association, American Psychological Association,

National Council on Measurement in Education, Joint Committee on Standards for

Educational, & Psychological Testing (U.S.), 1999). The current validation study examined

the internal consistency reliability, construct validity and criterion validity by reference to

statistics.

The three-item measurement of financial literacy (compound interest, inflation, and risk

diversification) developed by Lusardi and her colleagues has been validated and adopted

worldwide in research targeting youth (Mandell, 2008a; Yu et al., 2015). The construct

validity of the FFFL test can be established by assessing the correlation between its results

with the score of the three-item measurement of financial literacy.

The theory of planned behavior supports the positive association between financial

literacy and financial attitude, as well as the association between financial literacy and

financial self-efficacy (Ajzen, 1991). The theory was empirically examined by Shim et al.
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(2010) with the data from 2,098 U.S. college freshmen, proving financial literacy had a

positive effect on financial attitude and financial self-efficacy. Similarly, the positive

correlation between financial knowledge and financial attitude was confirmed by Borden, Lee,

Serido, and Collins, (2008) in a sample of 97 U.S. college students. Consistently, with the

data collected from 781 college students from a large southwestern state university in the

U.S., Shim, Xiao, Barber, and Lyons (2009) also demonstrated a relation between financial

literacy and financial attitude, as well as a relation between financial literacy and financial

self-efficacy. Shim et al. (2010) also identified a positive correlation between financial

literacy of youth and parental subjective financial norms, as well as between financial literacy

and relation with parents in the financial management. Therefore, the concurrent validity of

the FFFL test among local Chinese adolescents can be established by assessing the

correlation between their financial literacy and financial attitude, financial self-efficacy,

parental subjective financial norms, and the adolescents’ relation with parents in the financial

management, respectively.

5.2 Sampling

5.2.1 Sampling method. The validation study was approved by the Research Ethics

Committees of the EAUHK. The data were collected through convenience sampling.

Altogether, 4 tutorial schools accepted the invitation and permitted our team to conduct

interviews after school. The selection criterion is students who were studying in Form 2,
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Form 3, and Form 4 in secondary schools.

5.2.2 Procedures. Participants were identified and recruited with the assistance of

teachers in selected schools. The interviewers explained the research purpose and procedures

and asked for consent from students and parents before participation began. Data were

gathered through self-administered questionnaires after school with adolescent students (see

the questionnaire in Appendix I). All fieldwork was conducted during the period from April

to June of 2015.

5.2.3 Sample. Atotal of 789 adolescent students ultimately participated in the survey,

with a mean age of 14.66 (SD = 1.1, range = 13-18). All students were from Form 2 (25.0%,

n =197), Form 3 (34.1%, n = 269), or Form 4 (40.9%, n = 323). The overall response rate is

60.5%.

5.3 Measurement

5.3.1 Financial literacy. The FFFL test is a standardized test to measure the

achievement of students in courses that use the FFFL curriculum materials and in other

courses that emphasize instruction in personal finance (Walstad & Rebeck, 2005). The test is

a valuable tool for assessing what adolescents know about the basics of personal finance and

related concepts in economics and business education (Walstad & Rebeck, 2005). The test

contains 50 multiple-choice questions, each with only one correct answer; the questions and

answers were translated into Chinese by professionals. The back translation was done, and a
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comparison of a back-translation with the original text was conducted as a check on the

accuracy of the original translation. A draft of the translation was piloted with a group of

students who gave their opinions on the comprehensibility and clarity of the translated items.

No changes have been made to the items. All correct answers were coded as 1, and all

incorrect answers or unanswered questions were coded as 0.

The financial literacy of students was also objectively measured by the well-known

three-item measurement of financial knowledge (Almeberg & Save-Soderbergh, 2011;

Bucher-Koenen & Lusardi, 2011; Fornero & Monticone, 2011; Lusardi & Mitchell, 2011c;

Yu et al., 2015). The final score ranged from 0 (lowest, with no correct answers) to 3 (highest,

no incorrect answers). The wording of the questions is printed below, with all items have

been translated into Chinese in the previous study conducted in Hong Kong (Yu et al., 2015):

= Suppose you had $100 in a savings account and the interest rate was 2% per year.

After five years, how much do you think you would have in the account if you left the

money to grow: more than $102, exactly $102, or less than $102? {Do not know;

refuse to answer}

= |magine that the interest rate on your savings account was 1% per year and inflation

was 2% per year. After one year, would you be able to buy more than, exactly the

same as, or less than today with the money in this account? {Do not know; refuse to

answer}
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= Do you think that the following statement is true or false? “Buying a single company
stock usually provides a safer return than a stock mutual fund.” {Do not know; refuse
to answer}

5.3.2 Financial attitude. Financial attitude was measured by asking students to
indicate on a five-point scale from 1 (strongly disagree) to 5 (strongly agree) their agreement
with six statements which have been adopted in the study of Shim et al., (2010) and Xiao et al.
(2009). For example, “You should save regularly,” “You should track monthly expenses,” and
“You should spend within your budget.” All items were translated into Chinese. The scale of
internal consistency (Cronbach’s alpha) was 0.88. The financial attitude was calculated by
summing up the scores of all 6 items.

5.3.3 Financial self-efficacy. Financial self-efficacy was measured by asking the
students to report their degree of confidence in their financial management on a five-point
scale from 1 (not at all confident) to 5 (very confident) with only the single item “How
confident do you feel about your ability to manage your own finances?” The item was taken
from a study by Xiao, Tang, Serido, and Shim (2011) and translated into Chinese.

5.3.4 Parental subjective norms. Parental subjective norm was measured by a scale
that indicated parental expectations of adolescents’ financial management, as perceived by
students (Shim et al., 2010). The adolescent students were asked to indicate on a five-point

scale from 1 (strongly disagree) to 5 (strongly agree) their agreement with six statements. For
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instance, “Parents think you should save regularly,” “Parents think you should track monthly

expenses,” and “Parents think you should spend within your budget.” All items were

translated into Chinese. The scale of internal consistency (Cronbach’s alpha) was 0.87.

Parental subjective norm was calculated by summing the scores of all six items.

5.3.5 Relation with parents in the financial management. Adolescent students’

relation with parents in the financial management was measured by asking them to indicate

on a five-point scale from 1 (strongly disagree) to 5 (strongly agree) the degree to which they

agreed or disagreed with three items extracted from a study by Allen et al. (2007): “I argue a

lot with my parents about money matters,” “My relationship with my parents is not good

because of money issues,” and “My parents do not approve of my spending patterns in

general.” All items were reverse-coded and translated into Chinese. The scale of internal

consistency (Cronbach’s alpha) was 0.91. Students’ relation with parents in the financial

management was calculated by summing the scores of all three reverse-coded items.

5.3.6 Other measurements. The students were also invited to report their gender,

form, age, housing type (public rental housing, housing with loan assistance, permanent

private housing, or temporary housing), whether they were in a single-parent family, and the

educational achievements of their fathers and mothers on a nine-point scale from 1 (less than

elementary school) to 9 (postgraduate degree).
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5.4 Data Analysis

Considering the ratio of the number of observation to item is supported to be at least

20:1 when conducting factor analysis and this ratio in the sample of our study is only 15.8:1

(Osborne & Costello, 2009), therefore, the current validation study did not perform factor

analysis. The internal consistency of the FFFL test was examined using Cronbach’s alpha

coefficient, and a Cronbach’s alpha higher than 0.60 suggested acceptable consistency

(Nunnally, Bernstein, & Berge, 1967). The construct and concurrent validity were examined

by checking Pearson’s correlation coefficients using SPSS 21.0. Similar data analysis was

performed on students aged 15 years old for sensitivity analysis.

5.5 Results

5.5.1 Descriptive statistics. As displayed in Table 2, male students accounted for

44.6% (n = 352) of participants. Over half of the students resided in public rental housing

(50.4%, n = 396), followed by those living in permanent private housing, housing with loan

assistance, and temporary housing, which had values of 35.1% (n = 276), 13.6% (n =107),

and 0.9% (n = 7), respectively. Only a small proportion of students came from single-parent

families (9%, n = 69). The vast majority of the students’ parents had at least completed high

school, with a total percentage of 46.1% (n = 364), followed by junior middle school (19.1%,

n = 151), pre-college (8.0%, n = 63), and undergraduate (7.5%, n = 59). Overall, these

numbers suggest backgrounds of lower educational attainment for the students in the sample.
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Table 2 shows that, on average, the percentage of students understanding compound

interest well (53.1%, n = 419) was greater than those who understood inflation (34.3%, n =

271) and risk diversification (42.3%, n = 334). The students who were able to give correct

answers to one or two questions accounted for only 35.6% (n = 281) and 29.0% (n = 229),

respectively, while the percentage of students who answered all three questions correctly was

very low at 12.0% (n = 95). It should also be noted that 23.3% (n = 184) of students answered

all three questions incorrectly. The average FFFL test score was only 17.3 out of a maximum

score of 50, with a standard deviation (SD) of 5.3, indicating that the overall financial literacy

of local Chinese adolescents is poor, which is consistent with the findings of the three-item

measurement of financial knowledge. Finally, the average scores of financial attitude,

financial self-efficacy, parental subjective norms, and relation with parents in the financial

management were 3.6 (SD = 0.7, range = 1-5), 3.0 (SD = 0.6, range = 1-5), 3.3 (SD = 0.6,

range = 1-5), and 3.3 (SD = 0.9, range = 1-5) respectively.



Table 2.

Descriptive Statistics |

Student participant (N=789)

Frequency (%)/ Mean (SD)

Gender

Male

Female

Grades at school

Form 2

Form 3

Form 4

Age

13

14

15

16

17

18

352(44.6%)

437(55.4%)

197(25.0%)

269(34.1%)

323(40.9%)

14.66(1.1)

120(15.2%)

232(29.4%)

277(35.1%)

128(16.2%)

24(3.0%)

8(1.0%)
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Table 2.

(Continued)

Student participant (N=789)

Frequency (%)/ Mean (SD)

Housing type

Public rental housing 396(50.4%)
Housing with assistance loan 107(13.6%)
Permanent private housing 276(35.1%)
Temporary housing and others 7(0.9%)
Single parental family 69(9.0%)

Highest educational level of parent

No formal education received 5(0.6%)
Elementary school 31(3.9%)
Junior middle school 151(19.1%)
High school 364(46.1%)
Pre-college 63(8.0%)
Postsecondary: diploma 57(7.2%)
Postsecondary: associate degree 17(2.2%)

Postsecondary: undergraduate 59(7.5%)




Table 2.

(Continued)

Student participant (N=789)

Frequency (%)/ Mean (SD)

Postgraduate 23(2.9%)

Correctly answering the question of

Compound interest 419(53.1%)
Inflation 271(34.3%)
Risk diversification 334(42.3%)
3-item measurement of financial literacy 1.3(1.0)
Answering no question correctly 184(23.3%)
Answering 1 question correctly 281(35.6%)
Answering 2 questions correctly 229(29.0%)
Answering 3 questions correctly 95(12.0%)
FFFL test 17.3(5.3)
Financial attitude 3.6(0.7)

Financial self-efficacy 3.0(0.6)
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Table 2.

(Continued)

Student participant (N=789)

Frequency (%)/ Mean (SD)

Parental subjective norms

Relation with parents in the financial

management

3.3(0.6)

3.3(0.9)

Note. SD: Standard Deviation
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5.5.2 Internal consistency and convergent and concurrent validity. The internal

consistency across all 50 items is satisfied (Cronbach’s o= 0.65). Table 3 reports the

correlation statistics supporting establishing the validity of FFFL test. It was found that the

FFFL test scores and three-item measurement of financial knowledge are significantly and

positively correlated (r = 0.28, p <0.01), demonstrating the FFFL test’s convergent validity

among local Chinese adolescents. Additionally, the correlation between the FFFL test scores

and financial attitude is also positive and significant (r = 0.21, p < 0.01), as is the correlation

between the FFFL test scores and financial self-efficacy (r = 0.19, p < 0.01), the correlation

between the FFFL test scores and parental subjective financial norms (r = 0.33, p <0.01), and

the correlation between the FFFL test scores and relation with parents in the financial

management (r = 0.33, p < 0.01). The results support the establishment of concurrent validity

of the FFFL test among local Chinese adolescents.

5.5.3 Sensitivity analysis. Considering the fact that the sample adopted for the

validation study covers adolescents with wide age range from 13 to 18 years old, the same

data analysis was re-conducted for the 15-year-old students to ensure the validation results

are applicable to the target group: 15-year-old local Chinese adolescents. When restricting the

sample to 15-year-old adolescents, the internal consistency across all 50 items is still satisfied

(Cronbach’s a= 0.62). The results of the correlation analysis between financial literacy and

other constructs adopted to examine convergent and concurrent validity are still positive and



significant, as shown in Table 3. But meanwhile it should be note that the magnitude of

correlation detected is a bit smaller when restricting the sample to 15-year-old adolescents.
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Table 3.

Test of Validity

Sample aged between 13 Sample aged 15

and 18 (N = 789) (N =277)

Correlation between the FFFL test score and

0.28** 0.20**
three-item measurement of financial literacy
Correlation between the FFFL test score and

0.21** 0.24**
financial attitude
Correlation between the FFFL test score and

0.19** 0.16**
financial self-efficacy
Correlation between the FFFL test score and

0.33** 0.32**
parental financial subjective norms
Correlation between the FFFL test score and
relation with parents in the financial 0.33** 0.30**

management

Note. ** p < 0.01
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Chapter 6: Main Study

6.1 Sampling

6.1.1 Sampling method. The main study was approved by the Research Ethics

Committees of the EQUHK. The data were collected through convenience sampling.

Altogether, 5 secondary schools accepted the invitation and permitted our team to conduct

interviews after school and away for school premises. The selection criterion is students who

were studying in Form 2, Form 3, and Form 4 in secondary schools.

6.1.2 Procedures. Participants were identified and recruited with the assistance of

teachers in selected schools. The interviewers explained the research purpose and procedures

and asked for consent from both students and a parent before participation began. Data were

gathered through self-administered questionnaires after school with adolescent students (see

the questionnaire in Appendix I1). The students were also invited to provide their parents’

contacts information; the interviews conducted with a parent (either father or mother) were

conducted by face-to-face interviews in the household (see the questionnaire in Appendix Il1I).

All fieldwork was conducted during the period from October to December 2015.

6.1.3 Sample. A'total of 1,635 adolescent students and their parents (either mother or

father) were invited to join. Current study adopted the dyadic data from paired student and

parent. Therefore, only paired data from both students and parents were adopted. Ultimately,

200 paired data from both students and parents were successfully collected, with the response
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rate of 12.2%. The response rate is low because many parents refused to participate into the

survey. After checking, there is no overlap between the data collected for the validation study

and the data collected for the main study.

The mean of student age is 14.8 (SD = 1.0, range = 13-18). All students are from Form

2 (16.0%, n = 32), Form 3 (35.0%, n = 70), or Form 4 (49.0%, n = 98). Among 200 parents,

68.5% (n = 137) are the mothers of students.

6.2 Measurement: Model of Parental Financial Socialization (from Adolescents) (Figure

3, pp. 59)

6.2.1 Financial literacy. Financial literacy was measured by the validated FFFL test

(Chinese version). All correct answers were coded as 1, and all incorrect answers or

unanswered questions were coded as 0. According to the results of the validation study, the

summed number of correct answers among 50 questions was used as the financial literacy

score. The scale’s internal consistency (Cronbach’s alpha) was 0.70. The measured financial

literacy was also applied to run the model of general poverty.

6.2.2 Direct parental teaching. Direct parental teaching was measured by a six-item

scale adopted in Shim et al.’s (2010) study of parental socialization. For example, “My

parents discussed family financial matters with me,” “My parents spoke to me about the

importance of saving,” and “My parents taught me how to be a smart shopper.” The students

were asked to respond on a five-point Likert scale from 1 (strongly disagree) to 5 (strongly
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agree), with higher scores indicating better direct parental teaching in financial affairs. All

items have been translated into Chinese. The scale of internal consistency (Cronbach’s alpha)

was 0.87. Direct parental teaching was calculated by summing the scores of all six items.

6.2.3 Adoption of parental financial role modeling. To measure the adoption of

parental role modeling, the adolescent students were invited to indicate on a five-point scale

from 1 (strongly disagree) to 5 (strongly agree) their agreement with four items: “I make

financial decisions based on what my parent(s) have done in similar situations,” “When it

comes to managing money, | look to my parent(s) as my role models,” “My parent(s) are role

models for me about how to manage financial matters,” and “My parent(s) have a positive

influence on me when it comes to managing money,” which were used in Shim et al.’s study

(2010). All items have been translated into Chinese. The scale of internal consistency

(Cronbach’s alpha) was 0.87. The adoption of parental role modeling was calculated by

summing the scores of all four items.

6.3 Measurement: Model of Parental Financial Socialization (from Parents)

6.3.1 Family income. Parents were not asked for the exact amount of their family

income. Instead, they were asked to report their family income in Hong Kong dollars by

selecting one of 20 income ranges: 0, 1-1,999, 2,000-3,999, 4,000-4,999, 5,000-5,999,

6,000-6,999, 7,000-7,999, 8,000-8,999, 9,000-9,999, 10,000-12,499, 12,500-14,999,

15,000-19,999, 20,000-24,999, 25,000-29,999, 30,000-39,999, 40,000-49,999, 50,000
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59,999, 60,000-69,999, 70,000-79,999, and 80,000 or above, which has been developed

based on the monthly income ranges adopted in the report of Wong, Saunders, Wong, Chan,

and Chua (2012). The 20 ranges were coded from 0 to 19. Due to the sensitivity of data, there

was one parent refusing to report the family income. This missing value was replaced with

the mean of data gathered, rounded to the unit. The cleared data of family income was also

adopted to run the model of general poverty.

6.3.2 Parental financial behavior. Parental financial behavior was measured by

asking parents to indicate their extent of agreement from 1 (strongly disagree) to 5 (strongly

agree) on 10 statements about positive financial behavior. For example, “You always track

your monthly expenses,” “You spend within your budget,” and “You check whether your bills

are accurate every month.” The questions were also used by Shim et al. (2010) and Xiao et al.

(2009). All items have been translated into Chinese. The scale of internal consistency

(Cronbach’s alpha) was 0.91. The financial behavior of adolescent students was calculated by

summing the scores of all 10 items.

6.4 Measurement: Model of General Poverty (from Parents) (Figure 5, pp. 71)

6.4.1 Material hardship. Material hardship was measured by asking parents 22

questions adopted by Wong et al. (2012) to measure social exclusion and deprivation, e.g.,

whether they had a safe living environment, whether they have access to nearby recreational

facilities, and whether they can receive eldercare service if needed. All “yes” answers were
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coded as 0, and all “no” answers were coded as 1. The original version of questionnaire was

in Chinese. The scale of internal consistency (Cronbach’s alpha) was 0.92. Material

deprivation was calculated by summing the scores of all 22 items.

6.4.2 Parental stress. To measure parental stress, parents were asked to indicate their

agreement on a five-point scale from 1 (strongly disagree) to 5 (strongly agree) with 12 items

adopted from Haskett, Ahern, Ward, and Allaire (2006). For instance, “I feel that I cannot

handle things,” “I gave up my own life’s pleasures for my children’s needs,” and “I feel

trapped by my parenting responsibilities.” All items have been translated into Chinese. The

scale of internal consistency (Cronbach’s alpha) was 0.91. Parental stress was calculated by

summing the scores of all 12 items.

6.4.3 Parental investment. Parental investment was measured by asking parents to

indicate whether they have invested for a variety of simulation activities and developmental

advances for next generation. Twenty-four items extracted from the Home Observation for

Measurement of the Environment Instrument for Cohort 15 were adopted for the current

study (Earls, Brooks-Gunn, Raudenbush, & Sampson, 2005). Parents were asked to indicate

whether they invested in 24 areas covering these two aspects using a bi-variant scale on

which “yes” was scored as 1 and “no” was scored as 0. There were 13 items about types of

simulation, such as, “The home has a pet,” and “The family visits or receives visits from

relatives or friends about twice a week.” There were 11 other items related to developmental
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advances. For instance, “The child has access to a record/CD/tape player or radio and five

records/CDs/tapes,” and “The child has access to two appropriate board games.” All items

have been translated into Chinese. The scale of internal consistency (Cronbach’s alpha) of all

24 items was 0.85. Parental investment was calculated by summing the scores of all 24 items.

6.4.4 Positive parenting behavior. Positive parenting behavior was measured asking

parents to indicate the frequency of several parenting behaviors on a five-point scale from 1

(never) to 5 (always) with 30 items taken from a study by Arnold, O'Leary, Wolff, and Acker,

(1993). Items include the following: “When I say my child can’t do something, I let my child

do it anyway,” “If my child gets upset, I back down and give in,” and “When I give a fair

threat or warning, I often don’t carry it out.” All items were translated into Chinese and

reverse-coded. The scale of internal consistency (Cronbach’s alpha) was 0.90. Positive

parenting behavior was calculated by summing the scores of all 30 items.

6.5 Measurement: Others

The students were also invited to report their gender, form, age, housing type (public

rental housing, housing with loan assistance, permanent private housing, or temporary

housing), whether they were in a single-parent family, the educational achievements of their

fathers and mothers on a nine-point scale from 1 (less than elementary school) to 9

(postgraduate degree), whether have working experience when at schools, and the number of

courses and workshops related with financial management taken respectively.
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6.6 Data Analysis

A correlation analysis was conducted between financial literacy and family income.
Once a significant correlation was found, structural equation modelling (SEM) was carried
out with Mplus 7.0 so as to determine the specific mechanisms connecting financial literacy
and family income. The chi-square ( x %) statistics, comparative fit index (CF1), Tucker-Lewis
index (TLI), RMSEA, and standardized root mean square residual (SRMR) were evaluated to
examine SEM model data fitness. A model associated with CFl and TLI larger than 0.95,
RMSEA smaller than 0.08, and SRMR smaller than 0.08 represented a good fit and indicated
the model’s acceptability (Hu & Bentler, 1998; Yu, 2002). Similar data analysis was
performed on students aged 15 years old for sensitivity analysis.
6.7 Results

6.7.1 Descriptive statistics. Table 4 displays the descriptive statistics, while Appendix
IV produces the frequency in the distribution table of all item responses for the sample. As
shown in Table 4, the number of female adolescent students (57.5%, n = 115) is slightly
higher than the number of male students (42.5%, n = 85). For income distribution, the overall
proportions of families in different monthly income ranges are similar. The percentage of
families with a lower monthly income (between HKD 9,999 and 14,999, 16.5%, n = 33) is
similar to that of families with a higher monthly income (above HKD 40,000, 15.5%, n = 31).

The proportions of families in other monthly income ranges are also similar, ranging between
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21.0% and 24.0%. In terms of housing, the adolescent students residing in public rental

housing (47.5%, n = 95) dominate in number, followed by permanent private housing (39.0%,

n = 78) and housing with assistance loans (12.5%, n = 25). The percentage of students

residing in single-parent families is only 10.6% (n = 21). The educational achievement of the

students’ parents tends to be lower. The majority of students’ parents only graduated from

junior middle schools (25.6%, n = 50) or high schools (44.6%, n = 87). The percentages of

students’ parents with an associate degree or diploma (11.3%, n = 22) and undergraduate

degrees or above (5.6%, n = 11) are obviously and substantially lower. For financial

education experience, the average number of courses and workshops in financial management

taken by students are both only 1.5, and most students have not taken any courses or

workshops in financial management, accounting for 62.0% (n = 124) and 70.0% (n = 140),

respectively. For work experience, most students report never having worked (83.5%, n =

167). In terms of financial literacy, the percentage of students understanding compound

interest well (63.5%, n = 127) is larger than those who understood inflation (35.5%, n = 71)

and risk diversification (44.5%, n = 89). The three-item measurement of financial knowledge

had a mean of 1.4 (SD = 0.9, range = 0-3). Around one-third of students only gave one

correct answer (35.0%, n = 70), followed by those who could only answer two questions

correctly (34.0%, n = 68) and the small number of students who were able to give correct

answers to all three questions (13%, n = 27). It should be noted that about one in five students
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could not answer any of the three questions correctly (17.5%, n = 35). This is consistent with
the relatively low level of financial literacy measured by the FFFL test, with a mean of 18.0
(SD = 5.8, range = 0-50). For construct measures, it should be noted that the mean of parents
reporting material hardship was 1.9 (SD = 3.7, range = 0-22), which is very low, while the
mean of parental investment was 16.1 (SD = 5.0, range = 0-24), which was very high. These
results may arise because respondents had their own preferred response based on social

norms.



Table 4.

Descriptive Statistics 11

Student participant (N=200)

Frequency (%)/ Mean (SD)

Parents
Mothers 137(68.5%)
Fathers 63(31.5%)
Gender
Male 85(42.5%)
Female 115(57.5%)

Grades at school

Form 2 32(16.0%)
Form 3 70(35.0%)
Form 4 98(49.0%)
Age 14.8(1.0)
13 15(7.5%)
14 64(32.0%)
15 81(40.5%)

16 31(15.5%)




Table 4.

(Continued)

Student participant (N=200)

Frequency (%)/ Mean (SD)

17 7(3.5%)
18 2(1.0%)
Family income per month in HKD 12.1(2.8)
9,999 or below 12(6.0%)
10,000-14,999 21(10.5%)
15,000-19,999 42(21.0%)
20,000-24,999 48(24.0%)
25,000-39,999 45(22.6%)
40,000 or above 31(15.5%)

Housing type

Public rental housing 95(47.5%)
Housing with assistance loan 25(12.5%)
Permanent private housing 78(39.0%)
Temporary housing and others 2(1.0%)

Single parental family 21(10.6%)




Table 4.

(Continued)
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Student participant (N=200)

Frequency (%)/ Mean (SD)

Highest educational level of parent

No formal education received

Elementary school

Junior middle school

High school

Pre-college

Postsecondary: diploma

Postsecondary: associate degree

Postsecondary: undergraduate

Postgraduate

Number of courses taken in financial

management, business and economic

1-3

Greater than 3

1(0.5%)

5(2.6%)

50(25.6%)

87(44.6%)

19(9.7%)

18(9.2%)

4(2.1%)

8(4.1%)

3(1.5%)

1.5(3.3)

124(62.0%)

50(25.0%)

26(13.0%)
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Table 4.

(Continued)

Student participant (N=200)

Frequency (%)/ Mean (SD)

Number of workshops taken in financial

1.5(3.7)
management
0 140(70.0%)
1-3 34(17.0%)
Greater than 3 26(13.0%)
Working experience
Never 167 (83.5%)
Yes, in summer vocation 30 (15.0%)
Yes, in both semester and summer
3 (1.5%)
vocation
Correctly answering question of
Compound interest 127(63.5%)
Inflation 71(35.5%)

Risk diversification 89(44.5%)
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Table 4.

(Continued)

Student participant (N=200)

Frequency (%)/ Mean (SD)

Three-item measurement of financial literacy 1.4(0.9)
Answering no question correctly 35(17.5%)
Answering 1 question correctly 70(35.0%)
Answering 2 questions correctly 68(34.0%)
Answering 3 questions correctly 27(13%)

FFFL test 18.0(5.8)

Direct parental teaching 3.2(0.7)

Adoption of parental financial role modelling 3.3(0.7)

Parental financial behavior 3.7(0.7)

Material hardship 1.9(3.7)

Parental stress 2.5(0.6)

Parental investment 16.1(5.0)

Positive parenting behavior 3.2(0.4)

Note. SD: Standard Deviation
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To check how the sample obtained conveniently (n = 200) could represent overall Hong
Kong adolescents aged around 15, microdata from the 2011 Population Census 1% / 5%
sample data set is adopted to compare the frequency distributions of some common variables
(Census and Statistics Department, 2011). Table 5 compares the frequency distribution of sex,
housing types and family income. To make statistics comparable, in the sample (n = 200),
only adolescent students aged 15 are considered to compare with residents aged 15 in the
2011 government collected microdata (n = 4238). As shown in the Table 5, in both the sample
of government micro data and the sample (n = 80) in the current study, gender distribution is
more or less half-half. For the housing type and family income, there is also no big distinction
observed in the frequency distributions. Therefore, the sample (n = 80) is acknowledged to be
able to represent Hong Kong Chinese adolescents aged 15 years old, and the
representativeness of the sample (n = 200) of students around 15 years old is not a big

concern.



Table 5: Comparison of common variables

2011 microdata Sample
(n =4238) (n=81)
Age
15 4238(100%) 81(100%)
Gender
Male 2143(50.6%) 36(44.4%)
Female 2095(49.4%) 45(55.6%)
Housing type
Owner occupied 2042(48.2%) 24(29.6%)
Sole tenant 2033(48.0%) 52(64.2%)
Rent free 56(1.3%) 5(6.2%)
Family income per month in HKD
9,999 or below 797(18.8%) 12(6.0%)
10,000-14,999 688(15.9%) 21(10.5%)
15,000-19,999 688(15.9%) 42(21.0%)
20,000-24,999 466(11%) 48(24.0%)
25,000-39,999 708(16.7%) 45(22.6%)
40,000 or above 962(22.7%) 31(15.5%)
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6.7.2 Family income and financial literacy. The statistics initially indicates that

family income is positively and significantly correlated with FFFL-measured financial

literacy (r = 0.14, p < 0.05). Next sections explore the specific mechanisms connecting

family income and financial literacy in greater depth.

6.7.3 Model of parental financial socialization. Table 6 reviews the correlations

between variables in the model of parental financial socialization. As expected, family

income is positively correlated with parental financial behavior (r = 0.38, p < 0.01) and the

financial literacy of adolescents (r = 0.14, p < 0.05). However, unexpectedly, family income

is not significantly correlated with direct parental teaching (r = -0.004, p > 0.05) and the

adoption of parental financial role modelling (r = 0.10, p > 0.05). As expected, parental

financial behavior is positively correlated with financial literacy (r = 0.22, p < 0.01), but

unexpectedly, it is not significantly correlated with direct parental teaching (r =-0.01, p >

0.05) and the adoption of parental financial role modelling (r = 0.07, p > 0.05). As expected,

direct parental teaching is positively correlated with the adoption of parental financial role

modeling (r = 0.65, p < 0.01), but unexpectedly, it is negatively correlated with financial

literacy (r = -0.18, p < 0.01). Also, unexpectedly, no significant correlation is detected

between the adoption of parental financial role modeling and financial literacy of adolescents

(r =0.10, p > 0.05).

The potential shared reporter variance is not a concern for the following reasons. First,
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none of the correlations reach 1.0, which is evidence of the constructs’ discriminant validity.
Second, the majority of correlations are below 0.5, with only a few high correlations reaching
the level of 0.6-0.7, which is far from the signal of multicollinearity (r = 0.8-0.9), indicating
that the potential multicollinearity problem caused by a single reporter is accepted in the
current study. The preliminary review of correlation table supports running the model of
parental financial socialization.

Considering that the sample size is relatively small, one-step structural equation
modeling is adopted when running the model of parental financial socialization. The model of
parental financial socialization constructed by the current study (Figure 3, pp. 59) can fit the
data with the perfect model fitness (5 (2, N = 200) = 0.303, CFI = 1.00, RMSEA = 0.00,
SRMR =0.008). No modification indices are suggested. The model results are reported in
Figure 6 (pp. 109).

The reported model proves to be an effective parental financial socialization process for
connecting family income to financial literacy, indicating that family income shapes parental
financial behavior (# = 0.38, p < 0.01) and indirectly improves the financial literacy of
adolescent students (5 = 0.18, p < 0.01). In addition, direct parental teaching is associated
with a greater tendency to adopt parental financial role modeling (# = 0.65, p < 0.01), and the
adoption of parental financial role modeling is associated with the development of financial

literacy (# = 0.36, p < 0.05). In other words, direct parental teaching is an impact on financial
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literacy through the adoption of parental financial role modeling.

However, it must be noted that, unexpectedly, direct parental teaching is negatively

associated with the development of adolescents’ financial literacy (f = - 0.41, p < 0.01).

Moreover, unexpectedly, the model results indicate that family income does not significantly

influence direct parental teaching (8 = - 0.004, p > 0.05) and the adoption of parental role

modeling (5 = 0.09, p > 0.05), and there is no significant link detected between parental

financial behavior and the adoption of parental financial role modeling (5 = 0.04, p > 0.05).

Considering that the age range of students in the sample is wide (13-18 years old),

sensitivity analysis was conducted by re-running the model with only 15-year-old students in

the sample to ensure the model results above were applicable to 15-year-old local Chinese

adolescents. Table 7 produces the correlation between variables (with only data from

15-year-old students in the sample). The correlation reported in Table 7 is similar with that in

Table 6.

However, it should be noted that there is some difference between Tables 6 and 7. As

expected, family income is positively correlated with the adoption of parental financial role

modeling (r = 0.30, p < 0.01) in Table 7, while, in Table 6, unexpectedly, they are not

significantly correlated with each other (r = 0.10, p > 0.05). Unexpectedly, in Table 7, direct

parental teaching and financial literacy are not significantly correlated (r =-0.17, p > 0.05);

however, in Table 6, they are significantly correlated with each other (r = -0.18, p < 0.05),
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although the correlation is negative, which does not match the expectation. All correlations
reported in Table 7 prove the discriminant validity of constructs and show that the
multicollinearity problem is not a concern.

The model result reported in Figure 7 (pp. 111) shows the satisfied model fitness (> (2,
N =81) =2.20, CFl = 0.998, RMSEA = 0.034, SRMR = 0.03). No modification indices are
suggested. Most scholars recommend using at least 200 cases when conducting structural
equation modeling (Kline, 2011). Thus, the model result in Figure 7 (pp. 111) is for reference
only, considering the sample size is only 81. The model results in Figure 7 (pp. 111) are
nearly the same as those in Figure 6 (pp. 109). However, the model results in Figure 7 (pp.
111) support a direct link between family income and the adoption of parental financial role

modeling (5 = 0.19, p < 0.05), while in Figure 6 (pp. 109), this direct link is not significant.
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Table 6.

Correlation of Constructs in the Model of Parental Financial Socialization (N = 200)

4. Adoption of

I 2. Parental 3. Direct parental ) ) 5. Financial
1. Family income ) i . parental financial i
financial behavior teaching ) literacy
role modeling
1. Family income -
2. Parental financial behavior 0.38** -
3. Direct parental teaching -0.004 -0.01 -
4. Adoption of parental financial
0.10 0.07 0.65** -
role modelling
5. Financial literacy 0.14* 0.22** -0.18** 0.10 -

Note. * p < 0.05, **p < 0.01.
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Table 7.

Correlation of Constructs in the Model of Parental Financial Socialization (15-year-old adolescents only, N = 81)

110

4. Adoption of

I 2. Parental 3. Direct parental ) ) 5. Financial
1. Family income . ) . parental financial i
financial behavior teaching ) literacy
role modeling
1. Family income -
2. Parental financial behavior 0.42** -
3. Direct parental teaching 0.16 0.11 -
4. Adoption of parental financial
0.30** 0.18 0.66** -
role modelling
5. Financial literacy 0.28** 0.31** -0.17 0.10

Note. * p < 0.05,**p < 0.01.
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Figure 7. SEM result of the model of parental financial socialization (15-year-old adolescents only, N = 81).
Note. *p < 0.05, ** p < 0.01.
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6.7.4 Model of general poverty. Table 8 reviews the correlation among variables in

the model of general poverty. As expected, family income is negatively correlated with

material hardship (r =-0.22, p < 0.01), positively correlated with parental investment (r =

0.32, p < 0.01), negatively correlated with parental stress (r =-0.33, p < 0.01), and positively

correlated with the financial literacy of adolescents (r = 0.14, p < 0.05). However,

unexpectedly, family income is not significantly correlated with positive parenting behavior

(r =0.10, p > 0.05). As expected, material hardship is negatively correlated with parental

investment (r = -0.51, p < 0.01), positively correlated with parental stress (r = 0.27, p < 0.01),

and negatively correlated with positive parenting behavior (r = -0.16, p < 0.05). However,

unexpectedly, material hardship is not significantly correlated with financial literacy (r =

-0.11, p > 0.05).

Expectedly, parental investment is negatively correlated with parental stress (r = -0.38, p

< 0.01) and positively correlated with positive parenting behavior (r = 0.19, p < 0.05) and

financial literacy (r = 0.22, p < 0.01). As expected, parental stress is negatively correlated

with positive parenting behavior (r = -0.33, p < 0.01) and financial literacy (r =-0.33, p <

0.01). Expectedly, positive parenting behavior is positively correlated with the financial

literacy of adolescents (r = 0.29, p < 0.01). All correlations reported in Table 8 prove the

discriminant validity of constructs and show that the multicollinearity problem is within

tolerance. The preliminary review of correlation among variables supports running the model
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of general poverty.

Considering that the sample size is relatively small, one-step structural equation
modeling is also adopted when running the model. The model of general poverty constructed
by current research (Figure 5, pp. 71) appears to fit the data very well (,* (1, N = 200) = 0.43,
CFI =1.00, RMSEA = 0.00, SRMR = 0.007). No modification indices are suggested. The
model results are reported in Figure 8 (pp. 117).

The model reports that family income is proven to explain partial variance in material
hardship (8 = -0.22, p < 0.01). Family income and material hardship can similarly influence
parental investment (5 = 0.16, p < 0.05; 5 =-0.41, p < 0.01) as well as parental stress (5 =
-0.29, p<0.01; #=0.20, p < 0.01). Unexpectedly, both family income and material hardship
are not significantly associated with positive parenting behavior (8 =-0.01, p > 0.05; g =
-0.08, p > 0.05). Additionally, higher parental stress is associated with less parental
investment (5 = -0.22, p <0.01) and a lower tendency to behave positively with adolescents (5
=-0.30, p <0.01). Parental stress is negatively associated with financial literacy (f =-0.24, p
<0.01), and positive parenting behavior is shown to positively influence financial literacy (4
=0.15, p <0.05). However, unexpectedly, parental investment is not significantly associated
with financial literacy (# = 0.10, p > 0.05), and there is no significant direct link detected
from family income and material hardship to financial literacy (f = 0.04, p > 0.05; 5 =0.03, p

> 0.05).
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Considering that the age range of students in the sample is wide (13-18 years old),
sensitivity analysis was conducted by re-running the model with only 15-year-old students in
the sample to ensure the model results above were applicable to 15-year-old local Chinese
adolescents. Table 9 checks the correlation among variables. The overall correlation reported
in Table 9 is similar with that in Table 8. However, in Table 9, unexpectedly, material
hardship is not significantly correlated with positive parenting behavior (r =-0.17, p > 0.05),
while in Table 8, the same correlation is significant and as expected (r = -0.16, p < 0.05). The
correlation reported in Table 9 proves the discriminant validity of constructs and shows the
multicollinearity problem is within tolerance. The model results are reported in Figure 9 (pp.
119) with satisfied model fitness (;* (1, N = 81) = 1.29, CFI = 0.99, RMSEA = 0.06, SRMR =
0.02).

Most scholars recommend using at least 200 cases when conducting structural equation
modeling (Kline, 2011). Thus, the model result in Figure 9 (pp. 119) is for reference only,
considering the sample size is only 81. Some difference is detected when comparing the
results in Figure 9 (pp. 119) with those in Figure 8 (pp. 117). In Figure 9 (pp. 119),
unexpectedly, family income is not significantly associated with parental investment (4 =
0.20, p > 0.05), while in Figure 8 (pp. 117), the same link is significant and as expected (f =
0.16, p < 0.05). Also, unexpectedly in Figure 9 (pp. 119), both family income and material

hardship do not influence parental stress (5 =-0.19, p > 0.05; g = 0.15, p > 0.05), while in
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Figure 8 (pp. 117), both associations are significant and expected (8 =-0.29, p <0.01; 5 =
0.20, p < 0.01). Moreover, in Figure 9 (pp. 119), a direct positive link from family income to
financial literacy is proven (5 = 0.22, p < 0.05), while in Figure 8 (pp. 117), unexpectedly, the
same link is not significant (5 = 0.04, p > 0.05). Furthermore, unexpectedly in Figure 9 (pp.
119), positive parenting behavior is not significantly associated with financial literacy (8 =
0.15, p > 0.05), while in Figure 8 (pp. 117), the same association is significant and as

expected (5 = 0.15, p < 0.05).



Table 8.

Correlation of Constructs in the Model of General Poverty (N = 200)

. 5. Positive . .
o 2. Material 3. Parental 4. Parental ] 6. Financial
1. Family income . . parenting i
hardship investment stress _ literacy
behavior
1. Family income -
2. Material hardship -0.22** -
3. Parental investment 0.32** -0.51** -
4. Parental stress -0.33** 0.27** -0.38** -
5. Positive parenting behavior 0.10 -0.16* 0.19* -0.33** -
6. Financial literacy 0.14* -0.11 0.22** -0.33** 0.29** -

Note. * p < 0.05,**p < 0.01.
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Figure 8. SEM result of the model of general poverty (N = 200).
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Table 9.

Correlation of Constructs in the Model of General Poverty (15-year-old Adolescents only, N = 81)

. : 5. Positive . .
1. Family 2. Material 3. Parental 4. Parental ] 6. Financial
: . . parenting _
income hardship investment stress ) literacy
behavior

1. Family income -

2. Material hardship -0.35** -

3. Parental investment 0.35** -0.37** -

4. Parental stress -0.24* 0.22* -0.37** -

5. Positive parenting behavior 0.10 -0.17 0.25* -0.31** -

6. Financial literacy 0.28** -0.04 0.21* -0.37** 0.26* -

Note. * p < 0.05,**p < 0.01.
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Figure 9. SEM result of the model of general poverty (15-year-old adolescents only, N = 81).
Note. *p < 0.05, ** p < 0.01.

119



120

Chapter 7: Discussion

The major achievements of the current study are validating the FFFL test among Hong

Kong Chinese adolescents as well as exploring the mechanisms explaining the impact of

family income on the development of financial literacy of adolescents, including the models

of parental financial socialization and general poverty.

7.1 Validation Study

The FFFL test was translated into Chinese, and its reliability and validity were examined

among a group of local Chinese students, who were all approximately 15-years-old, from

local secondary schools. The internal consistency reliability across all 50 items of the FFFL

test is established by a satisfactory alpha of 0.65, although it is weaker than the alpha of 0.86

reported by Walstad and Rebeck (2005) with a group of U.S. adolescents. The difference is

probably due to the fact in Hong Kong the majority recorded initiatives to promote financial

literacy are prone to investment related, with low percentage of them is related with other

financial themes like saving, spending, budgeting and life insurance (Investor Education

Center, 2015). Thus, the content domains of financial knowledge mastered by Hong Kong

adolescents is likely to be incomplete, resulting in lower internal consistency of FFFL test

results, compared to that of U.S. adolescents. In addition, the convergent validity is

confirmed by a significant and positive correlation between the FFFL scores and three-item

measurement of financial knowledge (r = 0.28, p < 0.01). Walstad and Rebeck (2005)
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confirmed the discriminant validity by comparing the test scores of two groups of U.S.

adolescents attending and not attending the FFFL training course, finding the former is

significantly higher than the latter. Associated with the findings of Walstad and Rebeck

(2005), the current study establishes the construct validity of the FFFL test.

Moreover, the concurrent validity of the test is proven by demonstrating positive and

significant correlations between financial literacy and financial attitude (r = 0.21, p < 0.01),

which is the same as the correlation between the same variables (r = 0.21, p < 0.01) found by

Shim et al. (2010). The concurrent validity is also confirmed by the significant and positive

correlation between financial literacy and financial self-efficacy (r = 0.19, p < 0.01) as much

as the correlation between the same constructs (r = 0.15, p <0.01) in Serido et al.’s (2013)

research. In addition, a significant and positive correlation was identified between the

adolescents’ financial literacy and subjective parental financial norms (r = 0.33, p < 0.01) and

relation with parents in the financial management (r = 0.33, p < 0.01), which are all

consistent with the correlations found by Shim et al. (2010).

Overall, the current study confirms the internal reliability established by the previous

study. However, the test-retest reliability was not examined in the current validation study.

After one year, the same group of students should be invited to test their financial literacy

again with the FFFL test to establish the test-retest reliability (Guttman, 1945). Also, the

current study contributes to the literature by establishing the concurrent validity of the FFFL
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test, as no previous empirical research has been done to test the criterion validity of the FFFL

test, both in terms of its concurrent and predictive validity. In the future, the predictive

validity of the FFFL test among local Chinese adolescents should be studied by tracking their

financial behavior and measuring the correlation between their future financial behavior and

current FFFL test scores. Financial behavior can be measured in terms of expense tracking,

spending control, saving, credit card management, and investment (Jorgensen & Savla, 2010;

Serido et al., 2013; Shim et al., 2010).

7.2 Financial Literacy of Hong Kong Adolescents

The financial literacy of 200 Hong Kong Chinese adolescents was measured with the

validated FFFL test. This test was also adopted to measure 335 adolescents from U.S. schools

(Walstad & Rebeck, 2005). The sample was obtained through convenient sampling, and no

claim was made that the sample accurately represented U.S. adolescents (Walstad & Rebeck,

2005). The adolescents in the U.S. sample were around 15 years old, but no accurate mean

and range of age were given (Cameron et al., 2013a; Walstad & Rebeck, 2005). Besides, the

FFFL test was adopted to measure the financial literacy of 292 New Zealand adolescents,

who were from five geographically dispersed schools throughout the Hamilton sub-region

(Cameron et al, 2013b). The mean age of them was 15.9, with a maximum age of 18.8 and a

minimum age of 13 (Cameron et al., 2013b). Moreover, the FFFL test was also applied to a

sample of 1,434 Japanese adolescents around 15 years old, with no sampling method and



123

accurate range reported (Cameron et al., 2013a). The summary of the test results in these

three countries and regions are reported in Table 10. The overall performance of Japanese

adolescents is the best, with a mean score of 28.6, followed by that of adolescents from New

Zealand, with a mean score of 23.1, and that of U.S. adolescents, with a mean score of 22.3.

The financial literacy of Hong Kong adolescents is comparatively poor, with a mean score of

18.0.

Cameron et al. (2013b) indicated that the test results of New Zealand adolescents

excluded those with a correct rate below 25%, while for the U.S. and Hong Kong, no similar

procedures were conducted to clear the data. For Japan, no information about the data

clearing process was reported. To explore whether the big difference of test scores between

Hong Kong and New Zealand is due to the data clearing treatment of the New Zealand

sample, the current study conducted the post-hoc analysis and excluded the test results of

adolescents in Hong Kong with a correct rate below 25%. The mean score of Hong Kong

students increased from 18.0 to 19.6, but still a big difference compared to the mean score of

New Zealand adolescents.
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u.S. New Zealand Japan Hong Kong
Sample size 335 292 1,434 200
Mean age N/A* 15.9 N/A* 14.8
Maximum age N/A* 18.8 N/A* 18.0
Minimum age N/A* 13.0 N/A* 13.0
Mean score 22.3 23.1 28.6 18.0
Mean percentage correct 44.6% 46.2% 57.3% 36.0%

Note. *N/A refers to Not Available.
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7.3 Main Study

7.3.1 Model of socialization. The financial literacy of Hong Kong adolescents is found

to be correlated with the family income reported by their parents (r = 0.14, p < 0.05), which

is consistent with the finding of Mandell (2008a). With a nationally representative sample of

5,775 U.S. adolescents studying in the high school, Mandell (2008a) found that students from

families with higher incomes tended to do better than those from families with lower incomes

in the financial literacy exam.

The major finding from the results of the model of parental financial socialization

(Figure 6, pp. 109) is that family income is able to influence the financial literacy of

adolescents through parental financial behavior (4 =0.38, p <0.01; # =0.18, p <0.01). The

link found between family income and parental financial behavior (8 = 0.38, p <0.01) is

consistent with the findings of Perry and Morris (2005) and Shim et al. (2010). Based on

10,997 observation from U.S. adults aged between 20 and 40, Perry and Morris (2005) found

healthy financial behavior was partially correlated with income after controlling for the

financial knowledge and demographic variables. Shim et al. (2010) reported a positive

correlation between parental social and economic status and parental financial behavior.

The link found between parental financial behavior and the financial literacy of

adolescents (# = 0.18, p < 0.01) is consistent with the findings of Shim et al. (2010), i.e., that

parental financial behavior is positively correlated with the financial literacy of youth, and
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Jorgensen and Savla (2010), i.e. that youth are able to accumulate financial knowledge by

observing financial examples from parents (Jorgensen & Savla, 2010). This link is well

supported by the social learning theory that youth have financial learning experiences through

unconscious observation from socialized agents (Moschis, 1987) and that parents are the key

socialized agents at early ages of youth (Danes & Haberman, 2007; Jorgensen & Savla, 2010;

Neul & Drabman, 2001).

Direct parental teaching is found to influence financial literacy through the mediation

of the adoption of parental financial role modeling (8 = 0.65, p <0.01; £ =0.36, p < 0.05).

The link found between direct parental teaching and the adoption of parental financial role

modeling (8 = 0.65, p < 0.01) is consistent with the finding of Shim et al. (2010) that direct

parental teaching has a positive effect on the adoption of parental financial role modeling.

This finding is also consistent with the argument of Clarke et al. (2005) that the financial

knowledge needed in teen years is taught by parents. This finding is supported by the social

learning theory that youth have financial learning experiences through deliberate teaching

and enforcement (Bandura, 1986b; Moschis, 1987).

The link found between the adoption of parental financial role modeling and financial

literacy (# = 0.36, p < 0.05) is also consistent with the findings of Shim et al. (2010), i.e., that

the correlation between the adoption of parental financial role modeling and youth financial

literacy is positive, and the argument of Mandell (2008b), i.e., that youth are able to learn
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financial knowledge from having practical financial experience modeling parental financial

roles and behaviors. This finding is well supported by the social learning theory that youth is

able to learn through the effect of modeling (Bandura, 1986b; Moschis, 1987).

However, direct parental teaching is found to be negatively associated with financial

literacy (8 = -0.41, p < 0.01), which is inconsistent with the finding of Shim et al. (2010) that

the same link was positive. Direct parental teaching may activate the psychological inversion

of adolescents and make them reject the knowledge parents taught. However, parents who

actively teach adolescents about financial knowledge are likely to be those who have material

wellbeing by successful management experience. Although adolescents refuse to accept what

is directly taught by parents, they might admire the experience and have interest in modeling

parental behaviors. Adopting another perspective, whether adolescents determine to

internalize financial knowledge taught by parents may depend on whether they have

opportunities to practice personal finance and model parental financial behaviors. It is

reasonable to infer that adolescents may reduce interest of internalizing financial knowledge

and even dislike that if they are only passively inculcated with knowledge without any

practical financial experience. Both above may explain why the direct association between

direct parental teaching and financial literacy is negative (5 = -0.41, p < 0.01), while the

indirect association between direct parental teaching and financial literacy, mediated by the

adoption of parental financial role modeling, is positive (# = 0.65, p < 0.01; 5 =0.36, p <
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0.05).

Additionally, family income is shown to have no effect on direct parental teaching (5 =

-0.004, p > 0.05), which is inconsistent with the finding of Shim et al. (2010) that family

social and economic status is significantly and positively correlated with direct parental

teaching. This result is also inconsistent with the finding of Jorgensen and Savla (2010) that

family income is positively associated with parental financial influence, measured as direct

and indirect parental teaching (8 = 0.17, p < 0.05). Figure 10 (pp. 131) shows the change in

direct parental teaching by income. As shown, direct parental teaching experiences no change

when the family income stays at a low level, indicating that parents with low income do not

have adequate financial resources to conduct financial management and, therefore, do not

have the possibility of enjoying benefits associated with financial management. These parents

are unlikely to have adequate awareness of teaching adolescents about financial management.

Figure 10 (pp. 131) also shows that, when family income increases, no obvious pattern of the

correlation between family income and direct parental teaching can be observed. This is

probably because, instead of family income, the difficulty of obtaining income for families

with different occupations may influence the awareness of financial management and the

decision of conducting direct parental teaching. Specifically, if the income is generated with

difficulty, parents are likely to take efforts to be involved in financial management to keep or

increase their value of wealth and teach the next generation about financial management.
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Conversely, if the income is generated without much difficulty, parents are less likely to

involve in financial management and teach the next generation about it. In a word, when the

family income increases above the structural turning point, the difficulty associated with

generating family income is likely to influence direct parental teaching, rather than the value

of family income.

Family income is not found to be significantly associated with the adoption of parental

financial role modeling (8 = 0.09, p > 0.05), which is also not as expected because the finding

of Shim et al. (2010) indicates that family social and economic status positively shape the

adoption of parental financial role modeling. Figure 11 (pp. 131) displays the change in the

adoption of parental financial role modeling by family income. As shown, when the family

income stays at a low level, some adolescents may be motivated to change their situation of

low material wellbeing. Thus, modeling parental financial roles to involve into monetary

affairs is likely to be one of their strategies. The structural turning point is likely to be the

event of receiving allowance from parents. When family income increases to the turning

point, material wellbeing becomes much better and parents can satisfy more of adolescents’

material needs, except providing allowance. Thus, adolescents residing in families within this

income range have less of a need to model parental financial roles when family income

increases. When the family income increases past the structural turning point, adolescents are

likely to be offered allowance, as the allowance is normally positively associated with family
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income (Sohn, Joo, Grable, Lee, & Kim, 2012). Adolescents with allowance might either
involve in financial management by saving and managing their money or conduct
consumption without considering anything related to financial management. This decision
largely depends on financial attitude, parental subjective norm, perceived behavioral control
and financial self-efficacy (Serido et al., 2013; Shim et al., 2010). All of the above might
explain why there is no significant association detected between family income and the

adoption of parental financial role modeling.
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Unexpectedly, the model results display an insignificant association between parental

financial behaviors and the adoption of parental financial role modeling (8 = 0.04, p > 0.05),

which is inconsistent with the finding of Shim et al. (2010) that parental financial behavior is

associated with a greater tendency of adopting parental financial role modeling. This finding

is also inconsistent with the social learning theory that youth learn by observing and

modeling what they observe (Bandura, 1986a). This inconsistency also raises another

important question as to what the mediator that explains the link between parental financial

behavior and the financial literacy of adolescents is, if the mediator is not the adoption of

parental financial role modeling. Figure 12 (pp. 134) displays the change in the adoption of

parental financial role modeling by parental financial behavior, and no obvious pattern can be

observed. According to the social learning theory, when parents demonstrate healthy financial

behaviors to adolescents, they are positively influenced and motivated to learn. However, in

the modern financial world, although parents are those who raise the interest of adolescents to

learn financial affairs by showing their own healthy financial behaviors, adolescents do not

necessarily learn by modeling parents. Some will probably model the parental financial

behavior, while others (whose interest in financial management has been raised after

observing parental financial behaviors) might model the financial behaviors of social peers

and adopt the most updated financial methods to manage personal finance. Thus, one

potential mediator breaking the link between parental financial behavior and financial literacy
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might be the adoption of financial role modeling from social peers.
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In summary, the main finding and theoretical contribution of the results of the model of

parental financial socialization is that parental financial behavior explain the link between

family income and financial literacy, which is supported by the result of sensitivity analysis

(Figure 7, pp. 111). The same indirect link was rejected in the study of Jorgensen and Savla

(2010) after examination. They explore the effect of perceived parental influence on the

financial literacy of young adults and found that parental influence cannot mediate the

association between family income and financial literacy.

The different findings between the current study and the study of Jorgensen and Savla

(2010) might be attributed to different measurements of parental influence. In the study of

Jorgensen and Savla (2010), parental influence was measured as one variable, incorporating

both direct teaching and observing parental financial behaviors, while in the current study,

they are separately modeled as two different variables. Besides, the difference might also be

attributed to the samples adopted in the studies. The sample adopted in the current study is

made up of adolescents, while the sample adopted by Jorgensen and Savla (2010) are college

students. The effect of parental financial behavior on the development of financial literacy

might be easier to detect among adolescents, compared to college students, who are young

adults that are affected more by society.

7.3.2 Model of general poverty. The major findings of the results of the model of

general poverty (Figure 8, pp. 117) are the indirect link between poverty status and the
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financial literacy of adolescents, mediated by parental stress, and the indirect link between

poverty status and financial literacy, mediated by parental stress and positive parenting

behavior.

Family income is negatively associated with material hardship (8 = -0.22, p < 0.01),

which is consistent with the literature that the variance of material hardship can only be

partially explained by the variance of family income (Baulch & Masset, 2003; Douglas-Hall,

Chau, & Koball, 2008; Gershoff et al., 2007; Lu, Palmer, Song, Lennon, & Aber, 2004).

Family income and material hardship are found to be associated with parental

investment (= 0.16, p < 0.01; f=-0.41, p <0.01). In fact, the detected links are the same as

those detected in the study of Gershoff et al. (2007) that family income is positively

associated with parental investment and material hardship has a negative effect on it. This

finding also supports the literature that family income and material hardship affect the

amount of money and time (in joint activities) parents spend on children (Kaushal et al., 2011,

Yeung et al., 2002).

Similarly, family income and material hardship are proven to affect parental stress (5 =

-0.29, p <0.01; £ =0.20, p < 0.01). The detected links are the same as those detected in the

study of Conger et al. (2002) that family income is negatively associated with parental stress

and material hardship has a positive effect on it. The finding is also consistent with the

literature that low-income parents have financial strain and consistently worry about their
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families’ financial obligations (Elder, 1999; Mistry et al., 2004).

Unexpectedly, both family income and material hardship are not found to influence

positive parenting behavior (# = -0.01, p > 0.05; g =-0.08, p > 0.05), which is inconsistent

with the findings of Guo and Harris (2000) that, due to economic hardship, parents are likely

to display more inconsistent disciplinary behavior and show less warmth and caring. This is

probably because the samples adopted in Guo and Harris (2000) and the current study are

from two culturally different regions and countries, i.e., the U.S. and Hong Kong. Raver,

Gershoff and Aber (2007) tested the original model in the study of Gershoff et al. (2007)

(Figure 4, pp. 70), with participants of three culturally different groups, i.e., white, black and

Hispanic. The findings of Raver et al. (2007) showed that, unexpectedly for white families,

family income is not significantly associated with positive parenting behavior, but as

expected, material hardship is negatively associated with positive parenting behavior. For

black families, expectedly, both family income and material hardship are associated with

positive parenting behavior (Raver et al., 2007). However, for Hispanic families, neither

family nor material hardship are significantly associated with positive parenting behavior

(Raver et al., 2007). The finding in Hong Kong is similar with the finding for Hispanic

families. This is because poverty status is not one of the determinants of positive parenting

behavior in Hong Kong and among the Hispanic in the U.S. Thus, other determinants, like a

parenting style inherited from past generations, can be tested in future studies.
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Parental stress is found to be associated with less possibility to invest in youth (5 =

-0.22, p < 0.01). This finding is consistent with the finding of Guo and Harris (2000) that

stressful parents are less likely to invest time in youth affairs. Parental stress is also found to

negatively affect positive parenting behaviors (5 = -0.30, p < 0.01). This finding is consistent

with the literature finding that parental stress results in negative parent-child interaction and

adjustment (Cummings, Davies, & Campbell, 2002; Elder, 1999; Mistry et al., 2004).

However, the substitution effect found in the study of Gershoff et al. (2007) that parents who

show less positive parenting behavior due to high stress may invest more into children

regarding compensation is not found in the current study. This is most likely because the

current study adopted adolescents as a sample, while the sample adopted by Gershoff et al.

(2007) included all children. Compared to children, parents may feel less guilty and not

compensate by investing when conducting less positive parenting behaviors for adolescents.

This is because they might think that adolescents are much more sensible and can understand

their stress and difficulty, compared to children.

At the outcome level, parental stress and positive parenting behavior are proven to be

associated with financial literacy (6 = -0.24, p < 0.01; g = 0.15, p < 0.05), which indicates

that the development of financial literacy is similar to the development of social-emotional

competence (Gershoff et al., 2007; Raver et al., 2007). This is supported by the literature

finding that social-emotional competence is one of the prerequisites for developing financial
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literacy (Sonuga-Barke & Webley, 1993). Unexpectedly, parental investment is not associated

with financial literacy (8 = 0.10, p > 0.05). This is inconsistent with the literature findings

that cognitive skills are another prerequisite for developing financial literacy (Sonuga-Barke

& Webley, 1993) and that the development of financial literacy should be similar to the

development of cognitive skills. This is most likely due to the measurement of parental

investment.

The current study adopted original items extracted from the Home Observation for

Measurement of the Environment Instrument for Cohort 15 (Earls, Brooks-Gunn,

Raudenbush, & Sampson, 2005), which contains general simulated activities and advanced

development invested by parents. However, among them, no items are directly related to

financially simulated activities and advanced development, such as taking adolescents to

commercial banks to handle family financial affairs and buying them books to introduce the

financial and business world, which are likely to be key items in parental investment that

have influential power in the development of financial literacy.

Family income and material hardship are not found to directly influence financial

literacy (# = 0.04, p > 0.05; g = 0.03, p > 0.05), indicating (statistically) that the correlation

between family income and financial literacy can be fully explained by the mediation of

parental stress and positive parenting behavior.

In summary, the results of the model of general poverty support the finding that
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parental stress and positive parenting are mediators that explain the link between family

income and financial literacy. The indirect effects, which were not examined or proven in the

previous study, contribute to the literature by proving the emotional aspect of financial

literacy. Although the result of sensitivity analysis (Figure 9, pp. 119) does not support this

mediation, its results are only for reference because of the small sample size.

7.3.3 Conclusion of main study. The results of the model of general poverty

demonstrate that poverty status can influence the financial literacy of adolescents through the

mediation of parental stress and positive parenting behavior. Specifically, a series of

hypotheses in Figure 5 (pp. 71) are supported, i.e., the variance of family income can partially

explain the variance of material hardship; family income has a positive effect on parental

investment and parental stress, and material hardship is negatively associated with parental

investment and parental stress; parental stress has a negative impact on parental investment

and positive parenting behavior; and parental stress negatively affects the development of

financial literacy, and positive parenting behavior positively influences financial literacy. The

results of the model of general poverty only fail to prove that family income and material

hardship can influence positive parenting behavior and that parental investment has an effect

on financial literacy.

Comparatively, the results of the model of parental financial socialization only prove

that the link between family income and financial literacy can be mediated by parental
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financial behavior, rejecting a series of hypothesis in Figure 3 (pp. 59). Specifically, family
income is proven not to be associated with direct parental teaching or the adoption of parental
modeling. Direct parental teaching is also shown not to positively associate with financial
literacy, and parental financial behavior does not have an effect on the adoption of parental
financial role modeling.

7.3.4 Post-hoc analysis. To compare which model can better explain the impact of
family income on the financial literacy of adolescents, post hoc analysis was conducted to
combine significant links from two models. The results of combined model were reported in
the Figure 13 (pp.143) with the good model fitness (4 (2, N = 200) = 0.09, CFI = 1.00,
RMSEA = 0.00, SRMR = 0.004). As shown, when parental financial behavior, parental stress,
and positive parenting behavior were incorporated simultaneously as mediators to compete
for influential power, parental financial behavior is no longer the mediator between family
income and the financial literacy of adolescents, but becomes the mediator of family income
and parental stress, while the mediation roles of parental stress and positive parenting
behavior between family income and financial literacy do not experience any changes. Thus,
it can be concluded that the model of general poverty can better explain the impact of family
income on the development of financial literacy. The results of combined model also indicate
the direction of future studies (Figure 14, pp.144). Future studies may explore what the

mediators between parental stress and financial literacy are. Literature consistently
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documented that parental stress and positive parental behavior are associated with social

emotional competence of adolescents (Linver, Brooks-Gunn, & Kohen, 2002; Whipple &

Webster-Stratton, 1991). The same links can be tested in the future studies (a and b). At the

next step parental financial behavior and social emotional competence may be associated

with communicating with friends about financial affairs (c and d), which may further impact

financial literacy (e). The links from a to e in the Figure 14 (pp.144) are the research

hypothesis for future studies.
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7.4 Limitation

7.4.1 Validation study. The convenience sampling method adopted in the validation

study is associated with limitations. Since the sampling frame is unknown, and the samples

are not chosen at random, the inherent bias in convenience sampling is that it is unlikely to be

representative of the whole adolescents. Three-level cluster random sampling method may

consider being applied in the future. First step is to select three to five secondary schools

standing out randomly from every Hong Kong district (18 districts in Hong Kong). The

second step is to choose 15 to 25 adolescents randomly to take the survey at the school level.

The main limitation associated with the validation study is that a factor analysis was

not performed to explore the factor structure of all items. In the future, more students should

be recruited to make the ratio of observations to items 20:1, which is suggested to be the

minimum requirement for performing factor analysis (Osborne & Costello, 2009).

In addition, the current validation study did not measure the financial literacy of

adolescents through performance-based testing, which requires students to formulate

responses that demonstrate their financial knowledge. The significant advantage associated

with a performance-based test is that it is able to inform how much students know about

financial knowledge instead of how well they know about given financial knowledge

associated with multiple-choice questions. In the future, a performance-based test should be

used to measure the financial literacy of adolescents with the assistance of professionals to
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rate students’ performance.

Another limitation associated with the validation study is that measurements for testing

criterion validity all rely on self-reported information, which is likely to be unreliable due to a

social desirability bias. For example, when measuring financial attitude, students were asked

to indicate on a five-point scale from 1 (strongly disagree) to 5 (strongly agree) their

agreement with the item “You should save regularly.” To avoid getting socially desirable

answers instead of actual ones, in the future, peer-rated, parent-rated and teacher-rated

financial attitude of adolescents may consider being adopted. Alternatively, in the future

parents and peers may consider rating the financial behavior of adolescents to validate the

measurement of their financial attitude, as financial attitude has been proven to be positively

associated with financial behavior (Shim et al., 2010).

7.4.2 International comparison. The international comparison of FFFL test scores

between the adolescents of Hong Kong and other countries is associated with some

limitations, and can be used for reference only. First, due to the fact that not all countries

reported a standard deviation of the mean score, statistical tests cannot be performed to

analyze whether the differences among test scores are significant. Second, the samples in

both the U.S. and Hong Kong were obtained through convenience sampling, and whether

these two samples accurately represent adolescents in the two countries is in question.

Although the sample in New Zealand was obtained from five geographically dispersed



147

schools throughout the Hamilton sub-region, the adolescents might not represent general

adolescents in New Zealand. Third, there is no information about the mean and range of age

among U.S. and Japan adolescents. Considering that financial literacy is found to be

positively related with age among adolescents (Cameron et al., 2013b), failing to report the

mean and range of age makes the comparison of adolescents between Hong Kong and these

two countries less reliable.

7.4.3 Main study. Although it is believed that the main study made notable

contributions, several limitations are worth noting. The convenience sampling in the main

study is associated with similar disadvantages, which has been indicated when discussing the

limitation of validation study. As mentioned, in the future three-level cluster random

sampling method may consider being adopted.

The response rate of the main study is relatively low because many parents did not

accept the invitation to participate. The low response rate is partially due to the difficulty of

getting the dyadic data from paired student and parent. However, there is big merit associated

with dyadic data that it avoids the potential multicollinearity problem among the value of

variables reported by single reporter. In the future, to increase response rate, the sampling

process can be changed by inviting parents (before students) to participate. In this way,

students are unlikely to refuse to join when parents have already agreed to participate.

Besides, the majority of parents participating into survey are mothers (68.5%, n = 137).
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Previous findings have detected the difference between fathers and mothers in terms of

financial behavior (Hira & Mugenda, 2000), teaching strategies (Lisi, 1988), parental

investment (Alderman & King, 1998), parental stress (Deater-Deckard & Scarr, 1996), and

parenting behaviors (Walling, Stamper, Smiseth, & Moore, 2008). For example, in terms of

financial behavior, male are better at well management money and financial emergency;,

while the female perform better at saving (Hira & Mugenda, 2000). Therefore, the sample in

which the majority of parents are mothers is associated with the limitation of not establishing

adequate representativeness. The future samples adopted should consider balancing the ratio

of mothers and fathers.

The current research relies on data collected in a cross-sectional fashion. The

directional pathway generated in the model’s estimation is probably feasible (instead of the

inferred casual relations), particularly when examining the development of financial literacy.

Therefore, the group of students and parents should be tracked in the future to collect data for

longitudinal study purposes.

In terms of modeling, the main limitation associated with current study is the model of

parental financial socialization aims to connect the family income to financial literacy

through the mediation of parental socialization, and overlook the impact of other socialized

factors on the development of financial literacy. Other socialized factors have been

documented in the literature as school financial education (Fox et al., 2005; Tennyson, &
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Nguyen, 2001), working experience (Erskine, Kier, Leung, & Sproule, 2006; Mandell, 2009;

Mortimer, 2003), and peer effects (Brown, Ivkovi¢, Smith, & Weisbenner, 2008; Lusardi et

al., 2010). Future study may consider incorporating these variables into the model.

In terms of measurement, similar to the validation study, another limitation associated

with the main study is that it did not measure the financial literacy of adolescents through

performance-based testing. Whether some key variables are precisely measured is worth

further discussion, including family income, parental investment, and positive parenting

behavior. Family income is the most critical variable and the starting point of our model.

When measuring family income, family size was not measured. This is the main limitation of

the current study, as family income is more able to reflect poverty when considered along

with family size. Also, the current study asked parents to report family income in ranges

instead of accurate numbers, which resulted in the inaccurate report of information. However,

considering the sensitive nature of family income, reporting in ranges helps to avoid missing

values. In the current study the missing rate of family income is only 0.5%. Additionally, for

the sake of privacy, some parents may have been unlikely to report their real family income

accurately. Following social norms, reported family income is likely to be higher than the

actual level.

To minimize concerns associated with the inaccurate reporting of family income, a

correlation analysis was carried out between the family income collected from parents and
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the parental educational achievement reported by students; the significant and positive

correlation found between family income and highest family educational achievement (r =

0.26, p < 0.01) may, to some extent, increase the validity of income measurement. When

analyzing the microdata extracted from the Hong Kong Population Census in 1991, 2001, and

2011 (Census and Statistics Department, 2011), the educational levels were all significantly

and positively correlated with the monthly income (r =0.44, p<0.01;r=0.48,p<0.01; r=

0.38, p < 0.01).

In terms of parental investment and positive parenting behavior, parents and students

may understand and interpret the sub-items in the scales differently. Also, their ability to

recall relevant information is likely to differ, particularly when some parental investments

and positive behaviors have long been habitual for parents and, thus, are not adopted

deliberately. Relying on parents alone to report information related to these variables could be

problematic, although parents know them better, compared to adolescents whose feeling is

affected by many other factors, for example, comparison with peers.

To address this concern in the current study, students were invited to answer the same

questions, although the questions are phrased differently to make them more suitable for

students. The highly significant and positive correlation between parental-reported

investment and adolescent-reported investment (r = 0.99, p < 0.01) may, to some extent,

alleviate our concern, as does the significant and positive correlation detected between
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parental-reported and adolescent-reported positive parenting behaviors (r = 0.39, p <0.01). In

the future, to detect the effect of parental investment on the cognitive aspect of financial

literacy, the items closely related to financial areas should be incorporated when measuring

parental investment.

Finally, it should be noted that the sample size in the main study barely meets the

minimum requirement of the structural equation modeling (Reinartz, Haenlein, & Henseler,

2009). In the future, larger sample sizes should be adopted to confirm the findings of the

current study. In particular, future study should increase the number of adolescents aged

exactly 15 years old.
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Chapter 8: Policy Implications

The validation of the FFFL test is an important achievement in the development of local

financial literacy education. After establishing test-retest reliability and predictive validity,

this reliable and valid measurement can be the benchmark to track future changes in the

levels of financial literacy. Additionally, with the established test-retest reliability, this

reliable and valid measure of adolescent financial literacy can serve as a tool to evaluate the

effectiveness of school-based financial education programs, while its content topics can also

provide references to develop and improve the teaching guidelines of these financial

education programs.

The results of the model of parental financial socialization show that parental financial

behavior mediates the connection between family income and the financial literacy of

adolescents. Sample statistics show that the financial literacy scores of adolescents whose

family income is in the upper 30% is 12% higher than that of adolescents whose family

income is in the lower 30% (t = 2.23, p < 0.05). Thus, to develop the financial literacy of the

next generation, parents should demonstrate healthy financial behaviors, especially for those

from low-income families.

The financial literacy of parents (Banks, O’Dea, & Oldfield, 2010; Hastings & Mitchell,

2011; Lusardi & Mitchell, 2007a; Lusardi & Tufano, 2009; Van Rooij, Lusardi, & Alessie,

2011b) and their access to financial information (Lusardi, 2008) have been claimed to be
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positive factors influencing their (parental) healthy financial behaviors. To improve financial

literacy, Lusardi and Mitchell (2007a) indicated that financial education programs targeted at

specific sub-groups of the population are effective. Thus, financial education programs

targeted at parents related to home economics might have a positive effect on the financial

literacy of parents. Up to now, among all recorded financial education programs in Hong

Kong, only 2% are specifically targeted at parents (Investment Education Center, 2015). Also,

of the recorded programs, 36% are investment related, and only a minority of them are home

economics related (Investment Education Center, 2015). Therefore, the government should

consider funding local banks to offer more financial education programs at the community

level that are related to home economics and specifically targeted at parents. Other than

financial education programs, Servon and Kaestner (2008) found the association between

technological literacy and financial literacy and claimed that, for low-income families,

manipulating money online is a compelling gateway to financial literacy. Therefore, the local

government should consider promoting online banking to low-income parents and offering

them free training courses to make online transactions. The local government may also

consider funding commercial banks to provide additional benefits to fresh low-income parent

users.

To help parents get financial information, regular and free financial counselling services

should be introduced at the community level to inform parents of the latest financial products,
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financial plans and policy change of commercial banks, so as to apply financial knowledge

learned from financial education programs to process information and make wise financial

decisions.

The results of the model of parental financial socialization also find that the adoption of

parental financial role modeling has a positive effect on the financial literacy of adolescents.

Thus, to improve financial literacy, adolescents should be encouraged to adopt parental

financial role modeling. Monetary allowance and involvement in financial management are

two prerequisites for modeling parental financial roles and behaviors. Parents should not only

provide fixed monthly allowance to adolescents but also limit the proportional use of

allowance by modeling parental financial roles and performing personal financial

management. At the school level, simulated financial institutions should be established to

offer adolescents opportunities to model parental financial roles and perform financial

management. For instance, local schools may consider opening school banks, with more

interest to be paid by student consumers than by ordinary banks (Cruce, 2001; Topinka, 2004)

to motivate adolescents to model their parents’ saving behaviors. Similarly, simulations of

financial products and financial markets, such as a stock market game, could be designed,

with real cash bonuses to motivate adolescents to model their parents’ investment behavior.

The results of the model of general poverty indicate that parental stress and positive

parenting behavior can explain the link between family income and the financial literacy of
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adolescents. To improve financial literacy, parents are suggested to reduce stressful emotions

and demonstrate positive parenting behaviors when interacting with adolescents, especially

for parents from low-income families.

To reduce stressful emotions, the literature documented three levels of intervention

programs. In first level programs, parents are to focus on altering the source of stress. For

example, when the stress originates from marriage, a couple solutions can be introduced to

increase coping skills, such as communication and problem solving (Bodenmann &

Shantinath, 2004). If the source of stress is an adolescent behavioral problem, the

establishment of a supportive community system is recommended for social support in

dealing with these problems (Adrenal Fatigue Solution, 2016). When the stress is related to a

heavy workload in a short period of time, interventions like time management training

(Bruning & Frew, 1987) and provision of co-worker support system (Carson et al., 1999) are

recommended.

Comparatively, programs at the second level did not focus on any origins of stress but

emphasized switching the attention away from stressors. For example, strength-based

programs, which are focused on strength-based exercises, can be introduced to alleviate

tension built up from stressful events (Proctor et al., 2011). Resilience training focuses on

direct parental interpretations away from fixed prejudices, which cause disappointment and

stress, and toward a more flexible disposition, as well as switching their attention to the
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novelty of the world, may be considered (Sood, Prasad, Schroeder, & Varkey, 2011). If the

programs at the first and second levels do not work well, programs aiming at providing

confidential, accessible and free mental health programs should be introduced at the

community level.

The literature documented three kinds of intervention programs to promote positive

parenting behavior. They can be summarized as organizing professionals to approach parents,

namely home visit (Barlow et al., 2007; Kendrick et al., 2000); attracting parents to approach

professionals, namely counseling (Reynolds, 2000); and activating parent-parent interaction,

namely information exchange (Daneback & Plantin, 2008; Funderburk, Ware, Altshuler, &

Chaffin Nieuwboer, 2008). The personnel delivering home visits may detect negative

parenting behaviors at early ages of children and offer interventions by leading parents to

positively interact with adolescents, making them realize what negative parenting behaviors

are and avoiding demonstration before adolescents (Kendrick et al., 2000). The Perry

Preschool Program, which organized home visits to improve parent-child relationships, can

be a reference for Hong Kong, (Heckman, & Kautz, 2013). To satisfy parental counseling

needs, the programs of the Chicago Child—Parent Center, which required parents to visit the

center and receive advice on good parenting behavior, can be the reference for Hong Kong

(Heckman, & Kautz, 2013; Reynolds, 2000). To create common space for parents to discuss

successful and unsuccessful experiences of positive parenting, online programs might be a



157

good choice. These programs may disseminate successful experience through group forums

and discussion (Amichai-Hamburger, 2008). Nieuwboer, Fukkink and Hermanns (2013)

indicated that the advantage associated with online programs is that parents may get social

support in terms of positive parenting anonymously.

In the future, Hong Kong needs more financially literate individuals to make informed

and responsible financial decisions for themselves and their families to reduce the social

problems resulting from irresponsible financial behaviors. The complex and growing

financial market and industries also require participants to be equipped with high financial

literacy to understand and reflect on creative financial products and encourage financial

institutions to design and sell more products of high quality to clear target customers.

Associated with the finding of the main study, all intervention programs mentioned in this

chapter can be gateways to improve financial literacy. However, establishing parental

awareness of the importance of financial literacy of the next generation and their vital role in

the development of it is an important prerequisite to motivate parents to actively join these

programs. This awareness should also be established among other financial stakeholders,

including financial institutions and the government. They should all be motivated to provide

support for families by executing the parental role in developing financial literacy, namely

demonstrating healthy parental financial behaviors, motivating adolescents to adopt their

financial role modeling, reducing parental stress and conducting positive parenting behaviors,
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particularly for high-risk targets, such as low-income families.
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Appendix Il: Questionnaire for Adolescent Students (Main Study)
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Appendix I11: Questionnaire for Parents (Main Study)
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Appendix 1V: Frequency Distribution of Response Items

Table Al: Frequency distribution of the FFFL Test response

No. Item distribution Correct response Percentage
1 Becoming a Millionaire 49 24.5%
2 Financial Success 101 50.5%
3 Opportunity Cost 62 31.0%
4 Cost and Benefit 73 36.5%
5 A Free Lunch 36 18.0%
6 Choice 81 40.5%
7 Opportunity Cost 110 55.0%
8 Scarcity 81 40.5%
9 Human Resource 135 67.5%
10 Decision-making Process 62 31.0%
11 Getting a Job 104 52.0%
12 Looking for a Job 46 23.0%
13 Job Interview 106 53.0%
14 Entrepreneur 122 61.0%
15 Human Capital 118 59.0%

16 Competitive Job Market 77 37.5%
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Table Al: (Continued)

No. Item distribution Correct response Percentage
17 Lifetime Income 74 37%

18  Net Pay 97 48.5%
19  Social Security Contributions 104 52.0%
20  Deductions and Net Pay 37 18.5%

Opportunity Cost of Compound

21 57 28.5%
Interest
22 The Power of Compound Interest 41 20.5%
23 The Power of Compound Interest 60 30.0%
24 The Rule of 72 65 32.5%
25  Market Price Risk 76 38.0%
26  Liquidity Risk 19 9.5%
27  Risk and Reward 105 52.5%

The Real and Nominal Rate of

28 41 20.5%
Return

29 Common Stock 53 26.5%

30 Criteria of Investment 100 50.0%

31  The Advantage of Using Credit 47 23.5%
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Table Al: (Continued)

No. Item distribution Correct response Percentage
32 Loan Transaction 55 26.5%
33 Judging a Creditworthiness 45 22.5%
34 ACredit Bureau 46 23.0%
35  Paying Back a Loan 70 35.0%
36  Risk of Loan Default 85 42.5%
37  The Cost of a Loan 78 39.0%
38  Unauthorized Use of a Credit Card 36 18.0%
39  APyramid Scheme 67 33.5%
40  APayday Loan Company 90 45.0%
41  Disposable Income 47 23.5%
42  Net Worth 109 54.5%
43  Pay Yourself First 61 30.5%
44  ADebit Card 66 33.0%
45  Balance at a Bank 116 58.0%
46  AType of Insurance 83 41.5%
47  AType of Insurance for Autos 41 20.5%

48 A Deductible 69 39.5%
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Table 1A: (Continued)

No. Item distribution Correct response Percentage

Another Type of Insurance for
49 25 12.5%
Autos

50 Life Insurance 73 46.5%




Table A2: Frequency distribution of response in direct parental teaching
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Strongly Strongly
Disagree Medium Agree Missing
disagree agree
1. Parents discussed family financial
matters with me 17(8.5%) 35(17.5%) 75(37.5%) 70(35.0%) 2(1%) 1(0.5%)
2. Parents poke to me about the
() 0 (0] 0 0] 0,
importance of saving 5(2.5%) 17(8.5%) 79(39.5%) 91(40.5%) 7(3.5%) 1(0.5%)
3. Parents taught me how to be a smart
shopper 6(3.0%) 20(10.5%) 89(44.5%) 75(37.5%) 9(4.5%) 1(0.5%)
4. Parents taught me how to use a credit
card appropriately 11(5.5%) 49(24.5%) 71(35.5%) 54(27.0%) 11(5.5%) 4(2%)
5. Parents discussed with me how to
9(4.5%) 44(22%) 68(34%) 69(34.5%) 9(4.5%) 1(0.5%)

establish a good credit ratings
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Table A2: (Continued)

Strongly Strongly
Disagree Medium Agree Missing
disagree agree
6. Parents discussed how to finance my
11(5.5%) 35(17.5%) 71(35.5%) 73(36.5%) 9(4.5%) 1(0.5%)

college education with me




Table A3: Frequency distribution of response in the adoption of parental financial role modelling
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Strongly Strongly
Disagree Medium Agree Missing

disagree agree
I make financial decisions based on what
my parent(s) have done in similar 6(3.0%) 32(16.0%)  79(39.5%)  73(36.5%) 7(3.5%) 3(1.5%)
situations
When it comes to managing money, | look

0 (0] 0 0 0, [0)

to my parent(s) as my role models 4(2.0%) 29(14.5%) 86(43.0%) 74(37.0%) 6(3.0%) 1(0.5%)
My parent(s) are role models for me about
how to manage financial matters 4(2.0%) 25(12.5%)  86(43.0%)  74(37.0%) 10(5.0%) 1(0.5%)
My parent(s) have a positive influence on
me when it comes 5(2.5%) 18(9.0%)  84(42.0%)  79(39.5%)  13(6.5%) 1(0.5%)

to managing money




Table A4: Frequency distribution of response in parental financial behavior

Strongly Strongly
Disagree Medium Agree Missing
disagree agree
1. Youalways track your monthly expense 4 5o/ 15(7.5%) 55(27.5%)  94(47.0%)  34(17.0%) 1(0.5%)
2. You spend within the budget 2(1.0%) 20(10.0%)  55(27.5%)  100(50.0%)  22(11.0%) 1(0.5%)
3. You check whether the bill is accurate
every month 1(0.5%) 21(105%)  58(29.0%)  92(46.0%)  27(13.5%) 1(0.5%)
4. You always maintain sufficient balance
in your account each month 0(0%) 18(9.0%)  49(24.5%)  98(49.0%)  34(17.0%) 1(0.5%)
5. You pay your bills on time each month 1(0.5%) 16(8.0%)  41(205%)  95(A75%)  46(23.0%)  1(0.5%)
6. Yousave regularly 2(1.0%)  25(125%)  63(315%)  79(39.5%)  30(15.0%)  1(0.5%)
7. Youwould prepare emergency funds 2(1.0%) 22(11.0%)  39(195%)  97(485%)  38(19.0%)  2(1.0%)




Table A4: (Continued)
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Strongly Strongly
Disagree Medium Agree Missing
disagree agree
1. You pay credit card balances in full each
month 8(4.0%) 15(7.5%) 42(21.0%) 77(38.5%) 56(28.0%) 2(1.0%)
2. You save each month for the future
1(0.5%) 21(10.5%) 64(32.0%) 80(40.0%) 33(16.5%) 1(0.5%)
3. You should invest for long term financial
12(6.0%) 33(16.5%) 64(32.0%) 67(33.5%) 21(10.5%) 1(0.5%)

goals regularly




Table A5: Frequency distribution of response in parental stress
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Strongly Strongly
Disagree Medium Agree Missing
disagree agree
1. Feelthat | cannot handles things 5(2.5%) 49(245%)  107(535%)  37(18.5%) 1(0.5%) 1(0.5%)
2. Give up my life for children’s needs 4(2.0%) 57(285%)  84(42.0%)  48(24.0%) 6(3.0%) 1(0.5%)
3. Feel trapped by parenting
responsibilities 15(75%)  89(44.5%)  64(32.0%)  28(14.0%) 3(1.5%) 1(0.5%)
4. Unable to do new and different things 17(85%)  80(40.0%)  72(36.0%)  27(135%)  3(1.5%) 1(0.5%)
5 Neverabletodothingsthatlliketodo 57500y ggasom)  7035.0%)  23(11.5%)  2(1.0%) 2(1.0%)
6. Unhappy with last purchase of clothing
for myself 33(16.5%)  101(50.5%)  48(24.0%) 16(8.0%) 1(0.5%) 1(0.5%)
7. Quite afew things bother me 11(55%)  76(38.0%)  89(445%)  18(9.0%) 5(2.5%) 1(0.5%)




Table A5: (Continued)
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Strongly Strongly
Disagree Medium Agree Missing
disagree agree
4. Having a child caused problems with
spouse 18(9.0%) 96(48.0%) 66(33.0%) 16(8.0%) 3(1.5%) 1(0.5%)
5. Feel alone and without friends
30(15.0%) 116(58.0%) 36(18.0%) 12(6.0%) 4(2.0%) 2(1.0%)
6. Expect not to enjoy myself at parties
20(10.0%) 110(55.0%) 54(57.0%) 14(7.0%) 1(0.5%) 1(0.5%)
7. Not interested in people as | used to be
24(12.0%) 97(48.5%) 55(27.5%) 19(9.5%) 4(2.0%) 1(0.5%)
8. Don’t enjoy things as I used to
19(9.5%) 96(48.0%) 64(32.0%) 19(9.5%) 1(0.5%) 1(0.5%)




Table A6: Frequency distribution of response in parental investment
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Yes No Missing
1. Home has a pet 71(35.5%) 128(64%) 1(0.5%)
2. Family visits or receives visits from relatives or friends about twice a week 123(61.5%) 75(37.5%) 2(1%)
3. Child eats one meal per day, on most days, with PC and father (or father
figure) 154(77.0%) 44(22.0%) 2(1%)
4. Child sees and spends some time with father or father figure 4 days a week 151(75.5%) 48(24.0%) 1(0.5%)
5. Parent or other family members regularly engage in outdoor recreation with
child once every two weeks 140(70.0%) 59(29.5%) 1(0.5%)
6. Child has gone with a family member on one outing every other week 140(70.0%) 59(29.5%) 1(0.5%)
7. Family member has taken child, or arranged for child to go to a scientific, art,
87(43.5%) 112(56.0%) 1(0.5%)

or cultural museum within past year




Table A6: (Continued)
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Yes No Missing
8.  Family member has taken child, or arranged for child to go on a trip
more than 50 miles from home during the past year 103(51.5%) 96(48.0%) 1(0.5%)
9. Family member has taken child, or arranged for child to take a trip on
a plane, train (NOT subway), or bus, within the past year 119(59.5%) 80(40.0%) 1(0.5%)
10. Family members has taken child, or arranged for child to attend some
type of live musical or theatre performance within last year 77(38.5%) 121(60.5%) 2(1.0%)
11. Family has arranged for child to receive lessons or organizational
membership to support child’s talents within the past year (Y 114(57.0%) 85(42.5%) 1(0.5%)
membership, gymnastic lessons, art, dance, or music lessons)
12. Child is regularly included in family’s recreational hobby (biking,
112(56.0%) 86(43.0%) 2(1.0%)

walking, playing in park, playing ball, swimming, checkers, puzzles)




Table A6: (Continued)
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Yes No Missing

13. Child has accompanied parent or other family member on a commercial

venture 3-4 times within the past year (mechanic/garage, tailor/clothing shop, 83(41.5%) 115(57 5%) 2(1.0%)

appliance repair shop, bank)
14. Child has access to record/CD/tape player or radio and five records/CDs/tapes 96(48.0%) 103(51.5%) 1(0.5%)
15. Child has access to real musical instrument. (Piano, drum, ukelele, guitar,

0, 0, 0,

trumpet, clarinet) 109(54.5%) 91(45.5%) 0(0%)
16. Child has access to two appropriate board games 157(58.5%) 43(21.5%) 0(0%)
17. Child has access to twenty age appropriate books 149(74.5%) 51(25.5%) 0(0%)
18. Child has access to a desk or other suitable place for reading or studying 186(93.0%) 14(7.0%) 0(0%)




Table A6: (Continued)

Yes No Missing

19. Child has access to two types of reference materials in the home 178(89.0%) 21(10.5%) 1(0.5%)
20. Child has a library card 186(93.0%) 14(7.0%) 0(0%)
21. Child is encouraged by parent to read on his/her own 176(88.0%) 24(12.0%) 0(0%)
22. Child has three or more books of his/her own 179(79.5%) 21(10.5%) 0(0%)
23. Parent or other family member encourages child to develop or sustain

hobbies 179(79.5%) 21(10.5%) 0(0%)
24. Child has access to two pieces of appropriate equipment for physical

development or organized sports activities 138(69.0%) 62(31.0%) 0(0%)




Table A7: Frequency distribution of response in positive parenting behavior
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Never Seldom Sometimes Usually Absolutely Missing
1.  When I say my child can’t do
something, | let my child do it anyway 2(1.0%) 29(14.5%)  125(62.5%)  40(20.0%) 4(2.0%) 0(0.0%)
2. If my child gets upset, | back down and
give in 3(1.5%) 48(24.0%) 122(61.0%) 26(13.0%) 1(0.5%) 0(0.0%)
3. When my child does something I don’t
like, I often let it go 8(4.0%) 60(30.0%) 113(56.5%) 19(9.5%) 0(0%) 0(0.0%)
4.  When I give a fair threat or warning |
often don’t carry it out 4(2.0%) 61(30.5%)  110(55.0%)  24(12.0%) 1(0.5%) 0(0.0%)
5. When my child won't do what | ask, |
1(0.5%) 59(29.5%)  103(51.5%)  34(17.0%) 3(1.5%) 0(0.0%)

often let it go or end up doing it myself
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240

Never Seldom Sometimes Usually Absolutely Missing
6. When saying no doesn’t work, I offer
my child something nice so he/she will 10(5.0%) 55(27.5%)  109(54.5%)  25(12.5%) 1(0.5%) 0(0%)
behave
7. 1 coax or beg my child to stop
3(1.5%) 56(28.0%) 105(52.5%) 33(16.5%) 3(1.5%) 0(0%)
8. I let my child do whatever he/she wants 0(0%) 20(14.5%) 101(50.5%) 64(32.0%) 6(3.0%) 0(0%)
9. | threaten to do things that I know I
won’t actually do 10(5.0%) 67(33.5%) 93(46.5%) 25(12.5%) 5(2.5%) 0(0%)
10. If my child misbehaves and then acts
1(0.5%) 20(10.0%) 86(43.0%) 69(34.5%) 24(12.0%) 0(0%)

sorry, | will let it go that time
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Never Seldom Sometimes Usually Absolutely Missing

11. When we are not at home, | let my child

get sway with a lot more 4(2.0%) 64(32.0%) 104(52.0%) 22(11.0%) 5(2.5%) 1(0.5%)
12. 1 get so frustrated or angry that my child

can see I ‘m upset 5(2.5%) 54 (27.0%) 105(52.5%) 32(16.0%) 3(1.5%) 1(0.5%)
13. Things build up and I do things I don’t

mean to 14(7.0%) 70(35.0%) 89(44.5%) 25(12.5%) 2(1.0%) 0(0%)
14. I raise my voice or yell 199.5%)  68(34.0%)  87(435%)  98(49.0%)  24(12.0%)  2(1.0%)
15. 1 spank, grab, slap, or hit my child most

of time 57(28.5%) 82(41.0%) 50(25.0%) 8(4.0%) 2(1.0%) 1(0.5%)
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Never Seldom Sometimes Usually Absolutely Missing

16 T'often hold a grudge 58(29.0%)  80(40.0%)  47(23.5%) 14(7.0%) 1(0.5%) (0%)
17. When I am upset or under stress, [’'m on

my child’s back 42(21.0%) 86(43.0%) 57(28.5%) 14(7.0%) 1(0.5%) 0(0%)
18. linsult my child, say mean things, or

0, (0] 0 [) 0, 0,

call my child names most of the time 66(33.0%) 79(39.5%) 45(22.5%) 8(4.0%) 2(1.0%) 0(0%)
19. 1usually get into long argument with my

child 32(16.0%) 81(40.5%) 69(34.5%) 16(8.0%) 2(1.0%) 0(0%)
20. 1 give my child a long lecture O(45%)  65(325%)  101(505%)  23(11.5%)  1(0.5%) 1(0.5%)
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Never Seldom Sometimes Usually Absolutely Missing
21. | almost always use bad language or curse 85(42.5%) 65(32.5%) 40(20.0%) 9(4.5%) 1(0.5%) 0(0%)
22. I make my child tell me why he/she did it 10(5.0%)  51(255%)  81(40.5%)  49(245%)  8(4.0%) 1(0.5%)
23. Isayalot 5(2.5%)  59(29.5%)  105(52.5%)  22(11.0%) 8(4.0%) 1(0.5%)
24. 1If say no doesn’t work right away, I keep
0, 0, 0 0, 0, 0,
talking and try to get through to my child 3(15%)  60(30.0%)  107(53.5%)  26(13.0%)  2(1.0%) 2(1.0%)
25. If my child talks back or complain when |
handle a problem, 1 give a talk about not 5(2.5%)  57(285%)  111(55.50%)  24(12.0%)  2(1.0%) 1(0.5%)

complaining
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Table A7: (Continued)

Never Seldom Sometimes Usually Absolutely Missing
26. | give my child several reminders and
0, 0, 0, 0, 0, 0,
warnings 4(2.0%) 57(28.5%)  111(55.5%)  24(12.0%) 2(1.0%) 1(0.5%)
27. I do something about it later 11(55%)  88(44.0%)  83(415%)  14(7.0%)  3(L5%) 1(0.5%)
28. T can’tignore my child’s pestering 11(55%)  74(37.0%)  91(455%)  18(9.0%)  5(2.5%) 1(0.5%)
29. When my child is out of my sight, | often
0, 0, 0, 0, 0, 0,
don't know what my child is doing 14(7.0%) 72(36.0%)  87(43.5%)  23(11.5%) 3(1.5%) 1(0.5%)
30. When I handle a problem, I tell my child |
8(4.0%) 67(33.5%)  97(48.5%)  22(11.0%) 5(2.5%) 1(0.5%)

am sorry about it






