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This study was designed to evaluate the determinants of person-
al finance knowledge among college students and to test how
this knowledge affects students’ perceived self-efficacy beliefs in
dealing with personal financial issues. In this study, a test of
parental attitudes towards debt, students’ income level, and
dependency status related to levels of personal finance knowl-
edge was conducted. The relationship between personal finance
knowledge and self-efficacy was then examined. A questionnaire
measuring these variables was completed by 80 participants at a
Midwestern U.S. university. A significant positive relationship
between level of income and personal finance knowledge was
found. It was also noted that financial knowledge was signifi-
cantly positively associated with self-efficacy. Students who

were more knowledgeable had higher levels of self-efficacy.

Introduction

During the economic downturn of
2007-2010, the United States lost 8.6 mil-
lion jobs (Zuckerman, 2010). The
economic malaise that resulted in these
losses has generally been referred to as a
credit crisis because of the massive con-
traction in lending at the household and
corporate levels. Recent figures report that
top U.S. and European financial companies
wrote-off over one trillion dollars in toxic
assets and credit losses during the period
(Reuters, 2009). The resulting economic
environment has raised concerns about the
nation’s addiction to debt. Particularly vul-
nerable to falling into financial
indebtedness are young adults and college
students (Henry, Weber, & Yarbrough,
2001; Joo, Grable, & Bagwell, 2003). Stu-
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dents’ stage in the lifecycle generally puts
them into the category of low-income earn-
ers. For students, this often makes credit
feel like free money that can be used to
supplement income.

To make matters worse, many college
students do not fully understand the costs
of using credit. The impact of this knowl-
edge gap can be disastrous (Henry et al.,
2001). The misuse of credit can have neg-
ative impacts related to landing a job or
pursuing a graduate school education.
According to Mannix (1999), employers
regularly check credit histories of poten-
tial employees. Furthermore, without a
good credit history and a high credit score,
it can be difficult to obtain low-cost financ-
ing for graduate school.

Credit card debt can be the most harm-



52 / College Student Journal

ful type of liability for college students due
to high interest rates and the ease of use and
access. In a study conducted by Nellie Mae
(2005), 1t was reported that 56% of under-
graduate students reported getting their
first credit card as a freshman in college.
Given the importance of personal finance
knowledge and behavior, especially with
regard to college students, there has been
insufficient empirical research to clearly
establish the determinants of personal
finance knowledge among college-aged
adults and how knowledge affects students’
ability to cope with overall levels of debt.

This study was concerned with answer-
ing questions that have not been adequately
addressed in the literature. These include
determining if there is relationship among
parental attitudes towards debt, income
level, and dependency status and students’
level of personal finance and credit knowl-
edge. This study was also concerned with
determining if personal finance knowledge
1s related to self-efficacy in dealing with
financial issues. To help answer these ques-
tions, it is important to examine previous
research that has addressed these ques-
tions, beginning with the influence parents
have in students’ financial lives. The fol-
lowing discussion highlights some of this
literature.

Literature Review

Parental Attitudes and Financial Knowledge

It is a widely held assumption that par-
ents play an important role in the
socialization of their children (Moschis,
1987). This same thought applies in the
topic domains of personal finance and cred-
it knowledge. The American Savings

Education Council (ASEC, 1999) report-
ed that 94% of students surveyed said they
use their parents as a source of personal
finance knowledge. These students also
cited their parents as the most utilized
source for information on personal finance
topics (ASEC). Other research has sup-
ported the importance of parents as a source
of learning; although, it is important to
note that parents themselves are often in
need of more information or education on
personal finance topics (Lachance, Beau-
doin, & Robitaille, 2006). Students receive
the greater part of their personal finance
education, which may or may not be accu-
rate and complete, through their parents.
Lachance et al. showed that young adults
who reported parents as a primary source
of learning scored lower on credit knowl-
edge scales than those who learned in
classes or through financial counselors.
Although there are other sources of learn-
ing, students do not often take full
advantage of them.

While many high schools across the
country offer personal finance courses as
electives, only nine states in the U.S.
require students to enroll in some type of
personal finance course to obtain their
diploma (National Coalition on Econom-
ic Education, 2007). This raises the concern
that students are attending college or enter-
ing the workforce without having requisite
knowledge about personal finance and
credit card debt to make wise decisions
and establish good financial habits. Until
more formalized and uniform methods of
educating young people in personal finance
are implemented, parents will continue to
be enormously influential in this area. The
following section reviews other variables



that affect students’ knowledge of person-
al finance and credit topics.

Student Income and Financial Knowledge

Level of income has been examined as
a variable that can have an effect on stu-
dents’ personal finance knowledge.
Multiple studies have drawn differing con-
clusions after examining student income
level and family resources. Lachance et al.
(2006) found that there appears to be a pos-
itive relationship between level of income
and credit knowledge among young adults
(not necessarily students) in Canada. Their
study suggested that greater income levels
may prompt young people to be more con-
cerned with credit issues. Zhan, Anderson,
and Scott (2006) noted that low-income
persons lack basic financial literacy. While
Zhan et al. could not examine the rela-
tionship between income and knowledge,
due to a very low variance among the
income variable, it is important to note that
this low-income population was especial-
ly susceptible to lacking basic financial
knowledge. Moreover, when examining
consumers aged 20-40, Perry and Morris
(2005) found significant positive relation-
ships between personal income levels and
responsible financial management behav-
i0T.

Dependency Status and Financial
Knowledge

Dependency status is a construct that
has received little attention in the litera-
ture when 1t comes to college students and
their financial knowledge. However, this
s a relevant variable due to the number of
studies that have shown that experiential,
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hands-on learning is a highly effective way
for students to engage with learning (Kozar
& Marcketti, 2008). Zhan et al. (2006)
found that among a low-income popula-
tion, those that have filed their own taxes
and hold a bank account reported increased
knowledge about financial topics. These
findings can be expanded to help under-
stand the relationship between learning
and experience. Students that are more
financially independent should be more
knowledgeable, given their increased expe-
rience with live financial situations.
Considering this variable, it is important to
note that there should be an inverse rela-
tionship between student income and
dependency status. That is, as dependen-
Cy status decreases (i.e., students become
less dependent on parents), student income
should increase as the student becomes
more financially independent.

Financial Knowledge and Financial
Behavior

While income is an important factor
when explaining personal financial man-
agement behavior, it is useful to examine
what impact financial knowledge among
college students has on their behavior.
Perry and Morris (2005) noted that finan-
cial knowledge had the largest, most direct,
impact on responsible financial behavior
when compared to other relevant con-
structs. Individuals with enhanced levels
of financial knowledge were more likely
to engage in responsible financial man-
agement behavior. This noted improvement
in behavior is likely tied to self-efficacy,
or a student’s confidence in making deci-
sions and engaging in positive financial
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behavior. This association is described in
more detail below.

Financial Knowledge and Self-Efficacy

The general consensus 1s that young
people, in the U.S. and Canada, are not
generally knowledgeable about personal
finance topics and concepts (Lachance et
al., 2006). Knowledge of a specific content
area is important in determining one’s per-
ceived ability to cope with a situation
(Bandura, 1982). If college students are
not knowledgeable, they are less likely to
be competent when making financial deci-
sions, which can lead to feelings of stress,
negative emotions, and even depression
(Engelberg, 2007). Competency in judg-
ment and decision making can be
conceptualized as self-efficacy. That is, the
way a person views their ability to per-
form daily tasks in an effective manner is
known to be related to their self-efficacy.
Kitsantas and Kitsantas (2005) found that
the knowledge of health enhancing behav-
ior of children and parents was a significant
predictor of children’s’ self-efficacy beliefs.
Little empirical research has been con-
ducted to show how these findings relate
to daily money management activities and
self-efficacy in dealing with financial prob-
lems and debt. This study helps fill this
void in the literature.

As this brief review of the literature
suggests, there are most probably links
among parental attitude, income, depen-
dency status, personal finance knowledge,
and self-efficacy among college-aged stu-
dents. While there has been a growing body
of literature dedicated to understanding the
determinants of college student credit

usage, a void exists related to the interre-
lationships among these important
concepts. The remainder of this paper dis-
cusses the conceptual framework and
methodology used to test, in an explorato-
ry manner, the role income, parental
attitude, and student dependency status has
on financial knowledge, and the relation-
ship between financial knowledge and
self-efficacy.

Conceptual Framework

For the purposes of this study, it is
important to point out that debt has been
found to be associated with increased lev-
els of psychological distress (Brown,
Taylor, & Price, 2005). Causal relation-
ships have not clearly been tested, but
higher levels of psychological distress can
have serious harmful implications in many
areas of life. With such a wide variety of
variables as possible determinants of finan-
cial behavior, it is useful to have
psychosocial theories available that can
help explain some of these relationships.
Consumer socialization and self-efficacy
theories can assist researchers when study-
ing personal finance behavior among
college students.

Socialization theories can be utilized
when considering how students acquire
personal finance and credit knowledge.
Socialization describes how society pass-
es on values, attitudes, and cultural norms
from one generation to the next. Social-
ization is how people learn roles in society.
Consumer socialization refers to the
process during childhood and adolescence
in which young people learn the function-
al and social aspects of consuming goods



while being in interaction with those close
to them, such as family and friends (Gron-
hoj, 2007). Gronhoj found that, in
accordance with consumer socialization,
young adults often cite guidance from fam-
ily and friends to be highly significant
when making complex consumer decisions
related to the establishment of a new house-
hold. Socialization theory is an important
way to conceptualize the effects of parental
attitudes on personal finance knowledge:
however, self-efficacy theory can also help
explain why this knowledge is so impor-
tant. Specifically, an association
assumption is made that perception of
parental attitudes has a direct influence on
college students’ level of financial knowl-
edge. In terms of financial knowledge,
students who perceive that their parents
hold positive views about debt, and those
who receive the largest portion of their
livelihood from their parents/guardians —
dependency status—are assumed to have
lower levels of financial knowledge. On
the other hand, students who report high-
er income should exhibit greater financial
knowledge, in part as an outcome of being
required to deal with daily financial deci-
sions.

Self-efficacy has been a topic of much
discussion in the psychological commu-
nity. Engelberg (2007) described
self-efficacy as having confidence in one’s
ability to cope with changing situations.
Knowledge and skill are necessary for per-
forming in a certain way, but there are other
reasons why individuals behave the way
they do (Bandura, 1982). Bandura
explained how people, although they may
be fully aware of optimal behavior, do not
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always behave in the best possible way.
Perceived self-efficacy can be thought of
as the judgment of how effectively one can
execute actions as required in different sit-
uations. The way in which someone thinks
about their ability to perform is important
in determining how they use the skills and
knowledge they possess. In relation to per-
sonal finance skills among college
students, this theory can be helpful in
explaining what impact knowledge of per-
sonal finance has on one’s perceived
self-efficacy to deal with personal finan-
cial issues. Those with more financial
knowledge are assumed to have higher
self-efficacy in the domain of personal
finance decision making.

Overview of the Current Study

The present research examined some
of the important variables affecting per-
sonal finance knowledge among college
students. The research was designed to test
what effect this knowledge has on the per-
ceived self-efficacy of students when
handling their debt. There are disparities
in the literature and important variables
that should be taken into consideration, as
highlighted in this study. Specifically, this
research looked at the following relation-
ships: (a) parental attitudes towards debt
and student knowledge of personal finance
and credit, (b) student level of income and
knowledge of personal finance, (c) student
dependency status and knowledge of per-
sonal finance, and (d) student knowledge
of personal finance and the perceived self-
efficacy in handling personal financial
ISsues.
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Figure 1. Conceptualized Variable Associations

Figure 1 illustrates how these relation-
ships were conceptualized for this study.
Perceived parental attitudes (parent atti-
tude), student income (income), and
financial dependency status (dependency)
are shown to have a direct association with
financial knowledge. These relationships
are proxied by the arrows from these
exogenous variables to the knowledge vari-
able. The curved dual-arrow lines linking
parent attitude, income, and dependency
are used to account for possible covari-
ance among these variables. Financial
knowledge (knowledge) is hypothesized
in the model to have a direct association
with self-efficacy. The use of this type of
model provides an opportunity to measure
not only the direct statistical effect of each
variable but also the indirect effect parent
attitude, income, and dependency each
have on shaping a college student’s per-
sonal finance self-efficacy.

Research Question |

Past research has suggested that exam-
ining the relationship between parental
attitudes and student’s personal finance
knowledge (Lachance et al., 2006) might
add significantly to the current body of lit-
erature. This study focused first on parental
attitudes as they relate specifically to
financial knowledge. The consumer social-
ization literature shows the importance of
family as values are passed to the next gen-
eration. Given this theory, and the
important role parents play in teaching per-
sonal finance topics and concepts and
credit information to their children, it was
predicted that strong negative parental atti-
tudes towards debt would be positively
related with student personal finance
knowledge (i.e., a direct effect) and self-
efficacy (i.e., an indirect effect).

RQI1: Is there a relationship between

parental attitudes towards debt and

knowledge of personal finance top-



ics and self-efficacy among college
students?

RHI1: Students reporting parents
with lower scores on the parental
attitudes scale, indicating more neg-
ative attitudes towards debt, will
score higher on a basic personal
finance quiz and exhibit higher self-
efficacy.

Research Question 2

The literature reporting on the rela-
tionship between level of income and
personal finance knowledge has shown
that greater levels of income is associated
with increased personal finance knowl-
edge and more responsible financial
management behavior (Lachance et al.,
2006; Perry & Morris, 2005). However,
previous studies have tended to look at
young adults and not college students
specifically when arriving at these associ-
ations. The present study was concerned
with the income levels of college students.
The following question was used to guide
the analysis:

RQ2: Is a college student’s level of

income related to their knowledge

of personal finance topics and level

of self-efficacy?

RH2: Students reporting higher lev-

els of income will score higher on a

basic personal finance quiz and

exhibit increased self-efficacy.

Research Question 3

There 1s a paucity of literature devoted
to examining the dependency status of col-
lege students in relationship to personal
finance knowledge or self-efficacy. This
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study operationally defined dependency
status as the extent to which a student relies
on financial support from parents. It was
predicted that as students become more
financially independent vis-a-vis their par-
ents, and receive more independent sources
of income, they will have more concern
for personal finance topics and concepts,
resulting in increased financial knowledge.
RQ3: Is a college student’s depen-
dency status related to their
knowledge of personal finance and
level of self-efficacy?
RH3: Students reporting greater lev-
els of financial independence from
parents (1.e., an inverse dependency
score) will score higher on a basic
personal finance quiz and in terms
of self-efficacy.

Research Question 4

Finally, the existing literature does not
adequately explain the extent to which per-
sonal finance knowledge affects a student’s
perceived self-efficacy in dealing with
daily money matters, specifically debt
1ssues. This study was designed to address
this issue. Past research has shown evi-
dence for an association between
knowledge and self-efficacy beliefs (Kit-
santas & Kitsantas, 2005). Since
knowledge is a necessary part of self-effi-
cacy theory (Bandura, 1982), it was
predicted that the greater the level of
knowledge a student has in the domain of
personal finance and debt, the greater will
be their perceived self-efficacy in dealing
with financial issues.
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RQ4: Is a college student’s person-
al finance knowledge related to their
perceived self-efficacy in dealing
with financial 1ssues?

RH4: Students scoring higher on a
basic personal finance quiz (i.e.,
exhibiting increased knowledge)
will score higher in terms of per-
ceived self-efficacy in dealing with
financial issues.

Method

Participants

The current study was conducted using
participants from a convenience sample of
college students enrolled at a Midwestern
U.S. university. A pre-test of the variables
and methods was conducted as part of a
psychology class. The data used in this
paper were collected during the spring
2009 semester. Of the 80 respondents, 28%
were male and 72% were female. The aver-
age age of respondents was 21.27 years
(SD = 1.79 years) and nearly all were
enrolled full-time in college. Nearly 5%
were freshmen, 18% were sophomores,
33% were juniors, 32% were seniors, and
2% were other, including first year grad-
uate students. More than two-thirds of the
sample held a job, with respondents report-
ing a median work week of four hours.
Annual reported income ranged from a low
of zero to a high of $43,000 (M = $6,562;
SD = $7 228). For the purposes of the mul-
tivariate analyses, the lognormal
distribution (i.e., base 10) of reported
income was used. Students were almost
evenly represented across the multiple col-
leges at the university (e.g., business,

human ecology, animal sciences, arts and
sciences, education, etc.). Respondents
indicated that they held approximately two
credit cards (SD =4.94) in their own name.

Materials

Questionnaires were distributed via a
university-sponsored online survey sys-
tem. Basic demographic information was
collected. Data included age, sex, income
level, full or part time student status, num-
ber of hours worked, and year in school.
Participants responded to three measures:
(a) a parental attitudes scale, (b) a finan-
cial independence measure, and (c) a
self-efficacy measure. Participants also
completed a personal finance quiz to assess
their financial knowledge. These assess-
ment tools are described below.

Parental attitudes scale. Parents are an
important source of financial information
for college students. For this study, a
parental attitudes scale was created to mea-
sure how students perceived their parents
attitudes towards debt. The scale was mod-
ified from an attitude towards credit scale
created by Joo, Grable, and Bagwell (2003)
by asking participants to respond to each
item from their parents’ point of view. Par-
ticipants responded to the nine items on a
scale of 1 to 5, where 1 was strongly dis-
agree and 5 was strongly agree. An
example of a scale item includes the fol-
lowing: “The cost of using credit cards is
too high.” Summated scores ranged from
a low of 12 to a high of 33. The mean and
standard deviation scores on the scale were
21.58 and 4.62, respectively. High scores
on this measure indicated that the student
perceived his or her parents or guardians



to have positive attitudes towards credit
card debt, while low scores indicated more
negative attitudes towards credit card debt.
The Cronbach’s alpha for the scale was
9.

Financial independence measure. An
important variable of interest in this study
was the level of financial support students
receive from parents. To measure this vari-
able, a financial independence question
was developed. This question asked, “What
percentage of your monthly expenses are
paid for, either directly or indirectly, by
your parents/guardians?” Students report-
ed actual percentages. Responses ranged
from a low of 0% to a high of 100%. The
mean and standard deviation percentages
on the item were 38.73% and 34.73%,
respectively. Higher percentages indicat-
ed increased levels of financial dependence
on parents/guardians, while lower per-
centages indicated lower levels of financial
dependence (i.e., relative independence).

Self-efficacy measure. A self-efficacy
item was adapted from a study by Danes
and Haberman (2007) to measure students’
perceived self-efficacy in dealing with
financial issues. The question asked, I
teel confident about making decisions that
deal with money.” Participants responded
to the item on a Likert-type scale, where
| was strongly disagree and 5 was strong-
ly agree. Responses ranged from a low of
I to a high of 5. The mean and standard
deviation for the item was 3.81 and .96,
respectively. Higher scores on the item
indicated increased levels of self-efficacy,
while lower scores indicated reduced lev-
els of self-efficacy.

Personal finance quiz. A 20-item per-
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sonal finance quiz adapted from Avard,
Manton, English, and Walker (2005) was
used to measure personal financial knowl-
edge. This measure contained 20 items
designed to assess a student’s personal
finance knowledge. Each question had four
choices, with the last option being “I don’t
know.” One item from the quiz stated, “You
start to measure your financial condition
by: (a) preparing a list of all sources of
income, (b) creating a list of all assets and
liabilities, (¢) determining how much you
owe on credit cards, (d) I don’t know.
Questions were scored and all true answers
were summed to create a knowledge score.
Scores ranged from a low of 2 to a high of
20. The mean and standard deviation index
scores were 11.56 and 3.76, respectively.
High scores on this quiz indicated higher
levels of personal finance knowledge,
while low scores indicated lower levels of
knowledge.

Procedures

A path modeling technique was used to
address the research questions. Path mod-
eling is a procedure that can be used to test
relationships to identify direct and indi-
rect linkages between and among variables.
The approach was appropriate because the
parent attitude, income, and dependency
variables were hypothesized to have a
direct relationship with financial knowl-
edge and an indirect association with
self-efficacy. For the purposes of this study,
a maximum likelihood estimation proce-
dure was used as a way to express
parameter estimates.

Four measures of model fit were exam-
ined: chi-square, the comparative fit index
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Figure 2. Tested Path Model Showing Positive Association Between Income and Knowledge
and Knowledge and Self-Efficacy and a Negative Co-Variance Between Income and

Dependency Status

(CFI), the normed-fit index (NFI), and root
mean square error of approximation
(RMSEA). A non-significant chi-square
was a hoped-for outcome —this indicates
a statistical fit measurement between the
observed data and the population repre-
sented by the data (Huck, 2004). Both the
CFI and NFI represent rescaled chi-square
statistics, where the scale begins at zero
and ends at 1.0. Values greater than .90 are
generally assumed to indicate a model that
fits the data appropriately. Finally, RMSEA
1S a measure that accounts for error of
approximation in the data population.
Lower RMSEA numbers—i.e., less than
05 —are preferable.

Results
Figure 2 shows the results from the path
analysis. The dark lines denote statistical-
ly significant direct effects or significant
co-variation between two variables. The
light grey path lines signify non-signifi-
cant relationships. Rather than remove

these path associations from the model,
the relationships were retained in order to
provide a visual representation of the direct
and indirect effects each variable had in
influencing self-efficacy. The coetficients
shown above each path line represent stan-
dardized regression coefficients. Note that
student income had the largest direct effect
on financial knowledge. Also note that in
the specified final analysis only student
income and dependency status were found
to be statistically associated. The negative
coefficient (-.39) suggests that as support
from family decreased student income
increased. The effect from financial knowl-
edge to self-efficacy was found to be
significant and positive. Each of the fit
indexes was found to meet expected stan-
dards: X* =3.88,p = .57; CFI = 1.00; NFI
=.92; RMSEA = 00. Table 1 summarizes
the direct, indirect, and total effects of each
variable resulting from the analysis.



Table 1

Direct, Indirect, and Total Effects of Parent Attitude, Income, Dependency, and Knowledge

on Self-Efficacy
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Measure Standardized Effect on Self-Efficacy
Direct Indirect Total
Parent Attitude 0.00 -0.03 -0.03
Income 0.00 0.14 0.14
Dependency 0.00 -0.05 -0.05
Knowledge 0.39 0.00 0.39

Data from Table | were used to address
the four research questions and associat-
ed hypotheses. The first hypothesis stated
that students scoring lower on the parental
attitudes scale, which indicated more neg-
ative attitudes towards debt, would score
higher on the personal finance quiz and
exhibit higher self-efficacy (i.e., an inverse
relationship). Empirically, the direction of
the coefficient was as expected. That is,
students who perceived their parents to
have negative views about debt reported
higher knowledge and they exhibited
greater self-efficacy:; however, the signif-
icance of the total effect of dependency
status on self-efficacy was weak and not
meaningful. As such, the hypothesis was
not supported.

The second hypothesis stated that stu-
dents reporting higher levels of income
would score higher on the personal finance
quiz and exhibit increased self-efficacy.
The hypothesis was confirmed. The direct
effect from income to knowledge was pos-
itive and large, whereas the indirect effect
from income to self-efficacy was also pos-
itive and relatively strong. The hypothesis
was confirmed.

The third hypothesis stated that greater
levels of financial independence, as mea-
sured by the financial independence item,

would be negatively associated with finan-
cial knowledge and self-efficacy. A
negative association was anticipated—i.e.,
students who relied on parents for their
livelihood would have less knowledge and
lower self-efficacy. As was the case with
the parent attitude variable, the path analy-
sis results were as expected; however, the
indirect effect of dependency on self-effi-
cacy was weak and not meaningful.

The fourth hypothesis stated that stu-
dents scoring higher on the personal
finance quiz would score higher on the
self-efficacy scale. The research hypothe-
sis was confirmed. Those with higher levels
of financial knowledge exhibited greater
self-efficacy. The relationship was posi-
tive and significant.

Discussion

As the results from this study have
shown, full support was found for the sec-
ond and fourth hypotheses. Students with
higher reported levels of income scored
higher on the knowledge quiz; they also
exhibited increased self-efficacy. Also,
financial knowledge was found to be both
positively and significantly related to self-
efficacy. Support for the first and third
hypotheses was weak. Specifically, stu-
dents who believed that their parents held
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favorable attitudes towards debt and those
whose livelihood was heavily based on
parental/guardian support reported lower
financial knowledge and self-efficacy;
however, the size of the coefficients was
low and not meaningful, even if the direc-
tion of the findings were as expected.

Overall, results from this study are of
value and add to the personal finance and
college education literature. First, students
in this study exhibited modest financial
knowledge quiz scores, although compared
with previous findings these students were
relatively more knowledgeable (Lachance
et al.,2006). On the personal finance quiz,
the average score out of 20 questions was
11.56 correct answers or 58%. Avard et al.
(2005) found an average score of 34.8%.

Previous findings reported in the liter-
ature suggest that parents are an important
source of financial information for stu-
dents (e.g., Lachance et al.). Although this
study did find such a relationship, the
strength of the association was, in fact,
quite weak. It is possible that the scale used
was not an effective measure of actual
parental attitudes. The scale relied upon
each student’s perception of their parents’
attitudes towards debt, which may or may
not have been accurate. Consumer social-
ization theory emphasizes the important
role parents/guardians play in shaping atti-
tudes. While it is possible that parental
attitudes were not measured accurately, it
is also possible that parental attitudes
assessed after a student has enrolled in col-
lege are not that important in shaping
current student knowledge.

The associations among income, depen-
dency status, knowledge, and self-efficacy

are noteworthy. It appears that college stu-
dent income is associated with personal
financial knowledge and self-efficacy. This
finding may suggest that students with
lower incomes believe that personal finan-
cial education is irrelevant to them at their
stage of life. This misconception may be
an assumption held by college students. It
is also an assumption that educators and
parents can address through direct educa-
tional activities. Proper financial
management is important regardless of
income, and this needs to be made clear to
students as they become more financially
independent. The covariance between
income and dependency status highlights
this issue. In this study, students who relied
on their parents/guardian for financial sup-
port were less knowledgeable and reported
lower self-efficacy, although the effect was
not large. At some point in their life, most
of the students fitting this profile will be
forced to increase their own income and
decrease their financial dependency on par-
ents/guardians. Without prior education
about personal financial topics, these stu-
dents/young adults may find that their
ability to manage daily financial behav-
iors is less than optimal.

Finally, the fourth hypothesis was fully
supported. The association between finan-
cial knowledge and self-efficacy was both
positive and strong. This finding fits with
the literature, which has shown that knowl-
edge is an important predictor of
self-efficacy (Kitsantas & Kitsantas, 2005).
This study showed that knowledge is an
important determinant of financial self-
efficacy, which leads to the conclusion that
personal finance, as an academic content



area, can be taught to students as a means
of increasing self-competence. More
knowledgeable students ought to be more
effective and confident students.

Limitations

Findings from this study are important
and contribute to the literature, despite sev-
eral limitations associated with the research
design. Participants in this sample self-
selected themselves to participate in the
study. Also, this study included students
within the same college that requires some
students to take a personal finance class.
This may explain the higher level of knowl-
edge found in this study compared to
previous reports. Questions regarding the
reliability and validity of the parental atti-
tudes scale have been discussed and could
certainly be a limitation of the findings.
Despite these limitations, this study can
be used to further research in the field of
personal finance and college student edu-
cation.

In order to validate findings, the
research should be repeated with a few
changes to determine whether the observed
findings are generalizable. Although
parental attitudes were difficult to mea-
sure in the present study, the concept should
still be considered as a potentially impor-
tant factor in determining students’
financial knowledge. It may be interesting
to examine whether students agree or dis-
agree with their parents’ attitudes towards
debt. It is possible that students are reluc-
tant to believe that their parents have
differing opinions. For this study, the self-
efficacy scale came before the personal
finance quiz in all questionnaires. Future
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research should vary the order of the ques-
tions in the survey; some containing the
quiz then the self-efficacy item, and some
containing the self-efficacy item and then
the quiz. Differences between the two
groups could be examined to see what
effect question ordering has on self-effi-
cacy beliefs. Knowledge awareness also
may be an important factor related to self-
efficacy attitudes. Measuring how
knowledgeable students perceive them-
selves to be in the personal finance domain
could lead to some interesting discover-
ies. A student’s perception of their
knowledge may have more bearing than
their actual knowledge on their self-effi-
cacy in personal finance. Further
investigation should be conducted to exam-
ine this effect. These studies would greatly
build upon the findings and implications
of this research.

Results from this research project are
particularly important for parents and edu-
cators. Research continues to show that
students and young people are not as
knowledgeable about basic personal
finance topics as they could be. Young peo-
ple may be entering the workforce
1ll-equipped to handle daily financial deci-
sions. This poor preparation may lead to
the establishment of a career path and
household that is less than optimal, in terms
of being able to manage daily financial
behavior effectively, either by being
crushed by a mountain of debt or con-
strained by the inability to use financial
resources efficiently. It is critical that stu-
dents leave the U.S. education system
properly prepared to function in an increas-
ingly complex financial world.
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