Economic Hardship, Family Finance, and College Students’ Financial Well-Being

The economic hardship of college students has increasingly become a public and scholarly
concern since the economic recession in 2007. Under the shadow of economic downturn, more
college students are experiencing financial difficulties than at any time since 1971 and being
short on money and struggling to make ends meet has become a part of college life for many
students (Pryor et al., 2009). Experiencing economic hardship in college, a critical transitional
period of young adults, may alter the paths of the students’ future development, producing far-
reaching effects on their value orientation and life satisfaction. To address this timely and critical
issue, this study intends to develop a theoretical framework to explain how college students’
economic hardship experiences as well as their family finance influence their psychological and
behavioral adjustments, which, in turn, affect their long-term well-being. Particularly, we focus
on the development of materialistic value as a cognitive coping mechanism and the development
of certain financial behaviors as a behavioral coping mechanism when students deal with
economic hardship.

Theoretical Framework

Most previous studies on the influence of economic hardship on young adults employ family
process models (e.g., Mistry et al., 2002), suggesting that the effects of financial strains on
children are largely mediated by family factors such as inter-parent stress and family resources.
Taking an alternative approach, this study developed a integrative framework based on coping
theories (e.g., Coyne and Lazarus, 1980) and prior research on economic hardship and
materialism. As shown in Figure 1, we propose that experiencing economic hardship and/or
family financial strains in college leads to negative psychological adjustments, such as
depression and worries, low self-esteem, and disruptive relationships with parents. To cope with
these self-identity threats, college students may adjust their value system and outlooks of
monetary success. They may turn on material processions to release stress and enhance self-
esteem, thus becoming more materialistic. At the same time, under economic hardship, students
may develop certain financial behaviors (e.g., cutting back expenses and using payday loan) to
cope with their financial stress. In the adjustment and coping processes, it is expected that
parents’ financial behaviors and family financial conditions also exert significant influence on
the development of financial coping behaviors and materialism values in college students. At
last, college students’ cognitive and behavioral coping will affect their developmental paths and
eventually influence their long-term financial well-being.
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Fig. 1 The influence of economic hardship and family finance on college students




Methodology
A two-wave longitudinal survey is planned for this study. In Wave 1, we plan to collect data
from both college students and their parents. Students at two major universities will be invited to
participate in a web-based survey and asked questions regarding their financial conditions. At the
end of the survey, students will be asked to email a survey link to their parents and invite them to
attend another web-based survey. Parents will be asked questions regarding their family financial
conditions and financial behaviors. The Wave 2 survey will be launched three months later.
Students who attend Wave 1 survey will be invited to participate in Wave 2. The materialistic
value, financial behavior, and financial well-being of the subjects will be measured in this wave.
This study will generate a unique dataset containing the information of college students’
financial behavior, financial well-being, and materialistic values. The dataset will be made
publicly available to other researchers. To protect subjects’ privacy and confidentiality, the
dataset will not contain any personal identification information. Data will be reported in
aggregate form and no individual information will be revealed in any reports or research papers.

Implications

This study will make two important theoretical contributions. First, it provides a theoretical
explanation for the timely issue regarding how economic hardship experiences in college
influence young adults. Most previous studies on economic hardship focus on children or
adolescents under 18. However, college, an important transitional period of young adults, has
been largely neglected. Second, based on coping theories, this study provides an alternative
theoretical explanation to the widely used family process model for the influence of economic
hardship and family finance on young adults.

The finding of this study will provide important implications for educators and public
policy makers. As financial difficulty of college students has increasingly become a public
concern, this study intends to reveal how college students make both cognitive (materialism
development) and behavioral (financial behavior development) adjustments in order to cope with
the economic hardship. These results will allow educators and public policy makers identify the
potential mal-adaptations and devise strategies to help college student develop appropriate
financial behaviors and formulate a healthy development into adulthood. In addition, as young
adults become more materialistic than ever, public policies to combat materialism are failing
(Burroughs et al., 2013). The findings of this study will help public policy makers better
understand materialism and develop effective strategies to reduce materialism in college
students.

References

Burroughs, James E., Lan Nguyen Chaplin, Mario Pandelaere, Michael I. Norton, Nailya Ordabayeva, Alex Gunz,
and Leslie Dinauer (2013). Using motivation theory to develop a transformative consumer research agenda for
reducing materialism in society, Journal of Public Policy & Marketing, 32(1), 18-31.

Coyne J. C. and Lazarus, R. S. (1980). Cognitive style, stress perception, and coping. In I. L. Kutash & L. B.
Schlesinger (Eds.), Handbook on Stress and Anxiety: Contemporary Knowledge, Theory, and Treatment (PP.
144-158). San Francisco: Jossey-Bass.

Mistry, Rashmita S., Elizabeth A. Vandewater, Aletha C. Huston, and Vonnie C. Mcloyd (2002). Economic Well-
Being and Children’s Social Adjustment: The Role of Family Process in an Ethnicity Diverse Low-Income
Sample, Child Development, 73(3), 935-951.

Pryor, John H., Sylvia Hurtado, Linda DeAngelo, Laura Palucki Blake, and Serge Tran (2009). The American
Freshman: National Norms Fall 2009. Retrieved at
http://heri.ucla.edu/PDFs/pubs/TFS/Norms/Monographs/TheAmericanFreshman2009.pdf



http://heri.ucla.edu/PDFs/pubs/TFS/Norms/Monographs/TheAmericanFreshman2009.pdf

Budget Justifications
Itemized Budget

Item Amount
1. Survey data collection
1.1Financial incentives to participants $6,000
1.2 Questionnaire printing, envelop, and postage $2,000
2. Conference Travel $3,000
Total $11,000

1. Survey Data Collection

In order to collect data from both college students and their parents and evaluate the long-
term effects, we will launch three surveys (two surveys at wave 1 and one survey at wave 2). The
first survey will be conducted at two public universities and focus on students’ economic hardship
experiences. It will be a web-based survey. The second survey is targeting Wave 1 participants’
parents and focuses on household finance. Considering some parents may not be familiar with
online survey, we will give them an option to take a hard copy survey. We will send a paper survey
to his/her parents with a prepaid envelop upon a student’ request. In Wave 2, we will launch the
third survey to collect information on subjects’ materialistic values, financial behaviors and
financial well-being. To encourage participation, we plan to offer a random drawing of several
cash prizes for each survey: one prize of $400, three prizes of $200, and ten prizes of $100. In the
second survey, we request a budget of $500 to cover questionnaire printing and $1500 for envelope
and postage. The total cost of data collection is $8,000.

2. Conference Travel

A total of $3,000 is requested to support the travel to NBER group meeting or other domestic
conferences to present the results of the proposed studies. Presenting results in the meetings and
conferences will give researchers a chance to collect feedback and further improve the study.
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