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From Financial Communication to Financial Literacy among High-Schoolers:
The Role of Parents

U.S. teenagers have an increasing purchasing power (Muske & Winter, 2004) but yet lack
financial knowledge (Jump$tart Coalition, 2008). As this group’s purchasing power increases
and they become more independent, their financial literacy becomes a critical factor in
determining both their short- and long-term financial well-being.

Financial literacy focuses on the specific knowledge and concepts consumers need to know
to manage their money and build wealth. Youth attract the interest of retailers (Schor, 2004) and
credit card companies and may accumulate significant debt that may lead to poor credit scores
and possibly bankruptcy (Norvilitis et al., 2003; Suiter & Meszaros, 2005). Nevertheless, there is
little evidence that teenagers practice or even appreciate the value of savings (Alhabeeb, 1996).
From 2011 to 2012, there was a vast increase in the number of teens who report not budgeting or
managing their money (10% in 2011 versus 34% in 2012). Only 56% plan to save some of their
income, down from 89% one year earlier (Junior Achievement USA, 2012).

Minority and low-income youth are particularly vulnerable. Results of the Jump$tart
personal financial survey of high school seniors indicate that students who tend to do better than
others on the survey are from higher income families, their parents have completed more years of
education, have white ethnic background, and plan to receive a 4-year college degree (Jump$tart,
2008). These gaps in knowledge are salient in Hawai‘i, a state that is very diverse in terms of
socio-demographic characteristics. The Hawai‘i Council on Economic Education completed a
survey to assess the economic and financial literacy of the state’s workforce, age 16 and over.
Overall, the typical respondent scored 65% on the survey. However, there were several
demographic differences: Individuals with white or Chinese ethnic backgrounds did better
compared with individuals with Filipino, Hispanic, or native Hawaiian ethnic backgrounds
(Hawai‘i Council on Economic Education, 2003).

Teenagers acquire financial information from a variety of sources, including formal and
informal education. Formal education consists of academic classes in high school. Legislature in
some states requires high schools to provide a mandatory course in personal finance as part of
their curriculum (National Conference of States Legislature, 2012). However, to date, in many
states there is no bill that establishes a mandatory financial literacy program for high school
students. The state of Hawai‘i, specifically, does not require students to complete a course in
economics or personal finance prior to graduating from high school. In fact, in 2011 only 30 of
Hawai‘i’s 48 high schools offered the opportunity for students to take a course in economics.
Even when available, formal financial education leads to mixed results. On the one hand, there is
little evidence that useful knowledge is effectively delivered (Mandell, 2008; Tennyson &
Nguyen, 2001). On the other hand, other studies report positive effects on student knowledge or
understanding of personal finance topics and concepts based on education with specific financial
curriculum (e.g., Danes et al., 1999; Harter & Harter 2009; Varcoe et al. 2005).

Informal instruction consists of listening to their parents, other family members, peers, and
media (Dotson & Hyatt, 2005), and it seems that parents have been the most influential financial
agents. A recent online survey which polled more than 1,000 U.S. teenagers ages 14-18 indicates
that the majority of teens (86%) still look to their parents for information on how to manage their
money, and 69% report that their parents help them manage their money (Junior Achievement
USA, 2012). Similarly, another survey indicates that while only 21% of students between the



ages of 16 and 22 say they have taken a personal finance course at school, 94% cite parents as a
primary resource for financial information (Parents, Youth, and Money Survey, 2001).

The benefit of family communication is substantial in this context because it provides an
environment for teaching and role modeling. While teenagers could benefit from learning money
management skills, many families have failed to provide financial information or role modeling
related to healthy financial interaction (Muske & Winter, 2004). Many parents do not engage in
these behaviors and therefore do not provide positive role modeling. Furthermore, some parents
may not discuss financial issues and assume that their children are observing the parents’ good
behavior (Stuart, 2005).

The purpose of this study is threefold. First, this study will assess the forms in which parents
engage in financial communication with their teenage children and whether these forms change
as children grow older. Second, this study will assess the link between family financial
communication and financial literacy. Third, this study will assess whether this link varies by
ethnicity and/or socioeconomic status.

Data will be collected from a cross-section of 10" grade students and their parents in
Hawai‘i. Follow up questionnaires will be given to these students and their parents at the 11" and
at the 12" grades. At each of these time periods, both financial communication and financial
literacy will be evaluated.

Family financial communication will be measured by parents and teens reports on parental
financial behavior (e.g., parents spend within the budget, parents invest for long-term financial
goals regularly), direct teaching (e.g., parent-youth discussion about the importance of saving,
about how to be a smart shopper, etc.), and parental norms (e.g., the extent to which parents
think their teens should engage in positive financial behaviors like tracking monthly expenses,
spending within the budget, etc.). Financial literacy will be measured by parents and teens
reports on subjective (e.g., the overall understanding of money management concepts and
objective knowledge) and objective financial knowledge (e.g., specific questions relating to
money management, credit, and saving).

Hierarchical Linear Modeling (HLM) will be used to: (1) estimate individual growth
trajectories for financial knowledge and (2) examine associations between family financial
communication and these growth trajectories. Regarding the latter, average family financial
communication across the study will be estimated as a predictor of individual growth trajectories.
Time-varying associations between family financial communication and the financial knowledge
will also be examined. In addition, family demographic characteristics will be examined as a
potential moderator of associations between family financial communication and the financial
knowledge.

This study will focus on an important yet widely ignored aspect of household finance: The
transfer of financial skills within the family unit. Teenagers on the verge of young adulthood are
making important financial decisions such as the choice of credit cards, auto insurance and
student loans. The financial habits that form during the transition to adulthood are likely to
persist throughout adulthood, influence their financial and economic wellbeing and, in turn, their
relations with family, friends, and co-workers.



Cumulative Year 1, Year 2, and Year 3

Budget

Expense Funds Requested Budget Justification
(Rounded)
Personnel
$4,020 The budget will support one part-time

Participants Compensation
$9,000

Travel
$1,600

Indirect Costs /
Overhead
$5,366

student assistant academic year salary in the
3 years (8 hours a week at a rate of $16.75
per hour, about 10 weeks per year)

Part of the budget will be used to
compensate 100 participant families for
their time, 20$ each family on the first year,
$30 on the second year, and $40 on the third
year

Travel expenses are budgeted for the P1 to
travel to a working group meeting and
conference

36.7%

Total

$19,986
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