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Income, and Financial Behaviors of Young Adults

Julie Szendrey? and Laci Fiala®

This research examined how perceived economic mobility (PEM) relates to domain-specific behaviors of financial
management, specifically cash management, credit management, and savings and investment, for a sample of
1,245 young adults age 18-34. Using data collected by an online survey administration organization, research
results indicated a significant positive relationship between PEM and the financial behaviors of cash management
and savings and investment. Control variables of income level, family of origin’s perceived (FOP) income level,

age, gender, education level, and employment also showed varying levels of significance across the three financial
behaviors. Findings, to be considered in financial policy-making, indicated significant interactions between PEM and
FOP income levels for cash management and between PEM and current income for credit management.
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oung adults born between 1981 and 1997, often re-

ferred to as millennials (Fry, 2015), are frequently

the topic of debate regarding their life expectations
and financial management behaviors. When presuming that
they act financially irresponsible, research has shown this is
not necessarily the case. Research by Cho, Gutter, Kim, and
Mauldin (2012) indicates those less than 35 years of age en-
gage in financial planning, monitoring, and having written
goals more so than those age 35 to 54. In research by Gallup
(2016), millennials are noted for spending $13 less per day
than the comparable age group in 2008. Additionally, millen-
nials are more likely to participate in certain spending and sav-
ings behaviors than other generations, but this is contradicted
by them partaking in more online comparison-shopping, less
coupon usage, more generic and brand goods purchases, and
more big-ticket purchases. Similar to previous generations, fi-
nancial management behaviors vary significantly by individu-
al; however, substantial research continues to be done to better
understand the antecedents and consequences of their financial
behaviors at both the micro- and macro-levels (Gallup, 2016).

Research shows that among young adults, positive financial
behaviors are associated with financial satisfaction and subse-
quently financial satisfaction is associated with life satisfaction

(Xiao, Tang, & Shim, 2009). Therefore, by determining and
enhancing the precursors to positive financial behaviors, im-
proved life satisfaction may result. While behaviors such as
spending, budgeting, and investing may be emphasized in
discussions relating to financial planning and counseling
(Beutler, 2012; Beutler, Beutler, & McCoy, 2008; Choi, Gud-
munson, Griesdorn, Hong, & Gong-Soog, 2016; Danes &
Haberman, 2007; Friedline, 2014; Kim, Chatterjee, & Kim,
2012; O’Neill & Xiao, 2012; Prawitz & Cohart, 2014), the
current study looks to analyze the possible impact of percep-
tion, specifically perceived economic mobility (PEM), as well
as income levels, both current and that of family of origin, on
these behaviors. Specifically, does an individual’s perception
of the degree to which society allows movement up or down
the economic scale impact financial behavior? This is the fo-
cus of the current study.

Literature Review, Conceptual Model, and
Hypotheses

Perception is defined as “the process by which an individual
selects, organizes, and interprets stimuli into a meaning-
ful and coherent picture of the world” (Schiffman, Ka-
nuk, & Wisenblit, 2010, p. 157). Perception is important
in the study of financial management behaviors as certain
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perceptions may influence financial attitudes, knowledge,
capabilities, and self-beliefs, each of which has been noted
to influence financial management behaviors (Park, Heo,
Ruiz-Menjivar, & Grable, 2017). This also includes the
concept of perception in theoretical application, which is
supported by two conceptual models: the “conceptual mod-
el of young adults’ financial capability” (Serido, Shim, &
Tang, 2013, p. 288) and the “conceptual model of family
financial socialization processes and outcomes” (Gudmun-
son & Danes, 2011, p. 648). Both of these models are used
to further develop the conceptual model for this research.

Financial Management Behaviors

Financial management behavior research has been extensive
and varied; however, as research progresses, more pieces to
the puzzle have been recognized and added to the body of
knowledge. The conceptual model of young adults’ finan-
cial capability developed by Serido et al. (2013) showed
the relationships among financial knowledge, financial
self-beliefs, financial behavior, financial well-being, and
overall well-being. They proposed that cognitive devel-
opment theories developed by Piaget (1972) and Sinnot
(1998) paired with social cognitive theory (Bandura, 1989)
explained how financial knowledge contributes to financial
self-beliefs and, consequently, how financial self-beliefs
contribute to financial behaviors. The model was tested and
supported, indicating that antecedents can influence overall
positive financial behaviors, financial well-being, and over-
all well-being. Changes in one domain influenced changes
in another.

The “conceptual model of family financial socialization
processes and outcomes” by Gudmunson and Danes (2011,
p. 648) depicted how family socialization processes influ-
ence individual financial socialization outcomes. Family
characteristics, interactions, relationships, and purposive
financial socialization shape individual financial attitudes,
beliefs, knowledge, and capabilities, which in turn influence
financial management behaviors.

Research indicated that financial management behavior
is influenced by several other factors as well. Financial
knowledge has been shown to be a significant factor in
predicting financial attitudes and, consequently, financial
behaviors (Robb & Woodyard, 2011; Shim, Barber, Card,
Xiao, & Serido, 2010; Xiao, Chen, & Chen, 2014). In ad-
dition, the financial wellness of young adults was evaluated

using liquidity and asset-allocation ratios developed by
Rutherford and Fox (2010). Credit management, spending
behavior, and planning horizon, along with health-care cov-
erage, financial satisfaction, and attitude toward financial
risk, were significant contributors to financial wellness.

As previously noted, some research does exist linking at-
titudes, beliefs, and perceptions to financial behaviors. In
related research, individuals who were highly conscientious
had positive financial attitudes, a future orientation, and
managed their money more than less conscientious people
(Donnelly, Iyer, & Howell, 2012). Research has also shown
that attitudes relating to greater financial achievement and
financial power were related to less responsible spending
behaviors within the emerging adult population (Jorgensen,
Foster, Jensen, & Vieira, 2017).

Perceived Economic Mobility

This study is distinct in that it focuses on the impact of per-
ception, specifically perceived economic mobility (PEM),
on financial management behaviors. Although the body of
knowledge is extensive on contributors to financial man-
agement behaviors, limited work has been done to examine
the link between perception, specifically one’s beliefs, and
outcomes in his/her life. The existing research on percep-
tion is more self-reflective in that researchers have asked
study participants about their own perceived financial ca-
pability and subjective financial literacy (Xiao et al., 2014;
Xiao, Chen, & Sun, 2015), financial attitudes (Serido et al.,
2013; Jorgensen et al., 2017), financial knowledge (Danes
& Haberman, 2007; O’Neill & Xiao, 2012; Robb & Wood-
yard, 2011; Serido, Shim, & Tang, 2013), financial self-
beliefs (Serido et al., 2013), and financial locus of control
(Jorgensen, Rappleyea, Schweichler, Fang, & Moran, 2017,
Prawitz & Cohart, 2016). The current study seeks to ex-
pand past research on perception by looking at the impact
of how an individual perceives what is possible in society as
opposed to perceptions of one’s own financial capabilities
or knowledge. This is further supported by several authors
stating the need for further work in this area (Gutter & Co-
pur, 2011; Jorgensen et al., 2017; Prawitz & Cohart, 2016).

Individual perceptions of economic mobility can vary sig-
nificantly within a single society because of different atti-
tudes, experiences, and orientations (Fischer, 2009). This,
in turn, can lead to differences in behavior (Yoon & Kim,
2016). Research by Perry and Morris (2005) concludes that
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an individual’s tendency to control spending, save, and bud-
get, is partially influenced by their own perceived control
over outcomes. Narratives used in research by Tach and
Greene (2014) indicate that low-income families prioritize
debts at a higher level when they perceive the payments as
affirming upward economic mobility.

In marketing and consumer research, a Perceived Economic
Mobility (PEM) scale has been developed and validated to
test consumption decision-making and consumer well-be-
ing (Yoon & Wong, 2014; Yoon & Kim, 2016). The scale
addressed the two perceptual dimensions looking at wheth-
er individual inputs relate to financial consequences in so-
ciety and if the system operates fairly between advantaged
and disadvantaged individuals. The authors predicted that
individuals who had stronger views of PEM would be less
influenced by materialism because they believe it is more
likely for a person to achieve consumer well-being in soci-
ety (Yoon & Wong, 2014; Yoon & Kim, 2016). In order to
achieve consumer well-being, good financial management
behaviors should be in place.

Hypothesis 1: PEM is positively associated with financial
management behaviors.

Income

Extensive research indicates that income level is signifi-
cantly related to various financial management behaviors.
These include the following: savings behaviors (Gutter,
Garrison, & Copur, 2010; Gutter et al., 2012; Henager &
Mauldin, 2015; Mauldin, Henager, Bowen, & Cheang,
2016), credit card usage (Fisher, 2016; Henegar et al., 2013;
Rutherford & DeVaney, 2009), credit card debt (Kim, Chat-
terjee, & Kim, 2012), and usage of alternative financial ser-
vices (West & Friedline, 2016). In the majority of cases,
higher income levels result in better financial management
behaviors.

Characteristics relating to low-income households and
populations have also been studied. Institutional variables,
which included the number of institutions used, access to
credit, and access to employer-sponsored retirement plans,
had a significant positive impact on financial decisions in
low-income households (Heckman & Hanna, 2015). Young
adults who were “financially capable” were less likely to
carry high amounts of debt, more likely to save for emer-
gencies, and more likely to afford an unexpected expense

than lower-income millennials (West & Friedline, 2016).
Interestingly, research by Lyons, Chang, and Scherpf (2006)
showed that the level of financial experience might be a
stronger predictor of improved financial behaviors than in-
creased financial education within low-income populations.

Hypothesis 2: Income is positively associated with financial
management behaviors.

Research has also linked income to PEM, finding that lower
income individuals believe there to be more mobility in
society than upper class individuals (Davidai & Gilovich,
2015). The authors also assert that little research has been
done to quantitatively assess perceptions of economic mo-
bility, a gap that the current study hopes to help fill. In addi-
tion to evaluating current gross income level, the impact of
family income level while growing up was also included in
the current study to determine if this demographic relating to
family socialization plays a factor in financial management
behaviors and PEM as supported by family socialization
theory (Moschis, 1985). As previously noted, the “concep-
tual model of family financial socialization processes and
outcomes” in Gudmunson and Danes (2011, p. 648) out-
lines the logical flow of how personal and family character-
istics may influence financial attitudes, which in turn may
influence financial behavior and financial well-being.

Bullock and Limbert (2003) argued that most researchers
treat social class as a stable demographic even though finan-
cials may fluctuate over the course of one’s lifetime. As part
of their study, the respondents’ perceived social class while
growing up, as well as perceived current and future (5 to 10
years) class, were measured. Also of particular importance
to the current research, none of the poor and working poor
women in their study believed that they would remain in
those categories in the future, suggesting a belief in upward
mobility.

Given the limited research findings connecting income and
PEM, it is hypothesized that income will be associated with
perceived economic mobility, but with no predictions rela-
tive to a positive or negative direction. The current study
looks to contribute to the body of knowledge in this area.
Given the variation in financial management behaviors
across income levels, it is also hypothesized that the rela-
tionship between PEM and financial management behaviors
varies at different levels of incomes (Figure 1).
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FIGURE 1. Conceptual model illustrating how the perceptions of economic mobility and the influence of
income level are associated with financial management behaviors.
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Hypothesis 3: Income is associated with PEM.

Hypothesis 4: The association between PEM and financial
management behaviors varies by income.

Methods

Data

Data for the current study originated from a nationally rep-
resentative sample of young adults born between 1981 and
1997 often referred to as millennials (Fry, 2015). Unlike
many studies that only sample traditional college students
who are typically younger than age 24, this study extended
the sampling to a larger age range from age 1834 (i.e., mil-
lennials) to fully encompass those born during this time-
frame. These 18 to 34 year olds were recruited by an online
survey administration organization to complete an IRB-
approved survey. In total, 1,245 people completed the sur-
vey in the spring of 2016. The survey consisted of a series
of questions that included both demographics and several
scales, with proven reliability and validity, relating to indi-
vidual beliefs and behaviors. Funding for the online survey
data collection was sponsored by the Acton Institute.

The sample of respondents was mostly female (60%), with
just over one-third having at least a 4-year college degree,
and approximately half employed full-time (47%). As part
of the original data collection design, the 1,245 respondents
were evenly spread across three young adult categories:
younger millennials (18-23 years old), middle millennials
(24-29 years old), and older millennials (30-34 years old).

Journal of Financial Counseling and Planning, Volume 29, Number 2, 2018

The average age of the respondents was 26.3 years. While
not included in the current study’s analysis, the sample was
overwhelmingly white (81%) and never married (47%).
It should also be noted that 27% were currently enrolled
in college, and the majority rented their current residence
(47%).

Measures

Financial management behaviors. The outcome of inter-
est in the current study was financial management behavior.
Dew and Xiao’s (2011) 15-item Financial Management Be-
havior Scale (FMBS) was utilized. The scale was shown to
be highly reliable (a = .81) and valid, as the authors noted
that the scale could be used as a whole in future research
or as individual subscales. Respondents were asked to re-
spond to the 15-item Likert-type scale by identifying how
often they engaged in different financial behaviors such as
paying all their bills on time and saving money from every
paycheck (1 =never to 5 = always). Although data were col-
lected on each of the four subscales, only the subscales of
cash management, credit management, and savings and in-
vestment were used in the current study, as deemed permis-
sible by the previously mentioned scale developers. Insur-
ance-related behaviors were not utilized, as they are often
required (as is the case with health and car insurance) or less
applicable to the young adult population (such as life insur-
ance). Table 1 shows descriptive statistics, including alpha
reliabilities, for the three subscales of cash management (a
=.59), credit management (a = .64), and savings and invest-
ment (a =.79). The final variables used in the analyses were
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TABLE 1. Descriptive Statistics for Study Variables (n = 1,245)

M SD Min Max a
Financial Management Behaviors
Cash Management Subscale 3.86 0.66 1.00 5.00 0.594
Credit Management Subscale 2.29 1.06 1.00 5.00 0.635
Savings & Investment Subscale 3.12 0.88 1.00 5.00 0.785
PEM 4.48 1.11 1.00 7.00 0.828
FOP Income 2.76 0.91 1.00 5.00 NA
F % Min Max a
Current Income (n = 1,108)
Lower Income 376 34% 0.00 1.00 NA
Middle Income 587 53% 0.00 1.00 NA
Upper Income 133 12% 0.00 1.00 NA
Other Demographics
Female 747 60% 0.00 1.00 NA
4-year Degree or higher 448 36% 0.00 1.00 NA
Working Full-Time 585 47% 0.00 1.00 NA

averages of the items in each subscale in which a higher
value indicates that a person engages in more positive finan-
cial management behaviors.

Perceived Economic Mobility. The focal independent
variable for the current study is the individual perception
of the extent to which society allows people to move up
the economic ladder in a relative standing. The Perceived
Economic Mobility (PEM) scale is an eight-item, seven-
point Likert-type scale originally developed by Yoon and
Wong (2014) that asks respondents how strongly they agree
or disagree on ideas such as having a fair chance to move up
the economic ladder and the ability to achieve great wealth
regardless of the circumstances of one’s birth. The eight
items were averaged together to create the final variable
that was used in analyses (a = .83), as shown in Table 1. A
higher value indicates that a person more strongly perceives
upward social mobility as possible, regardless of circum-
stances (Yoon & Wong, 2014).

Income. The moderating variable of income was measured
in two ways: the family of origin’s perceived (FOP) income
and current income. The FOP income was included because
of the potential relationship with PEM. FOP income was
measured by asking participants to compare themselves to
other kids they knew in tenth grade with regard to what their
family seemed to have. Ordinal data selections ranged from

1 (a lot less income than average) to 5 (a lot more income
than average). The sample average was 2.76 with a standard
deviation 0f 0.91 as can be seen in Table 1. This approach of
specifying family status at a particular grade level was simi-
lar to that of research by Richins and Chaplin (2015), which
referenced a similar methodology used by others (Ahuvia
& Wong, 2002; Griskevicius, Tybur, Delton, & Robertson,
2011).

Current income was measured during data collection us-
ing the ordinal answer categories previously mentioned.
Income ranges started at less than $20,000 and increased
by increments of $10,000 up to a final category of $150,000
and over. This variable measurement approach was utilized
in the survey to reduce the likelihood of survey mortality/
dropout (Moore, Stinson, & Welniak, 2000). This resulted
in 15 categories—too many for regression analysis, which
were further reduced to three categories that consisted
of lower, middle, and upper income categories, a similar
methodology as used in Cho et al. (2012) and Gutter et al.
(2012). According to Pew Research Center (2016) analysis
of the 2014 American Community Survey, approximately
$24,000 and $72,000 are the general cut-points to be con-
sidered middle income. Based on this, for the current study,
anyone reporting that they fell into the category for less than
$20,000 in income was categorized as lower income, mid-
dle income reflected those in the categories encompassing
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$20,000-$69,999, and upper income was designated for
those falling into the range of $70,000 and above. Category
frequencies are noted in Table 2. For regression analyses,
lower income is omitted as the comparison group.

Data Analysis

The relationships between both PEM and income with
financial management behaviors were first tested on the
bivariate level using Pearson’s r correlations and inde-
pendent samples ¢-tests to provide a baseline. Variations
in the independent variables were also evaluated. Ordi-
nary least squares regression analysis was then used for
evaluating each of the financial management behavior
subscales—cash management, credit management, and
savings and investment. For each regression, the first
model included only PEM. The second model included
both income variables and all other demographic controls
while the interaction terms between income levels and
PEM were entered in the third model.

Results

Bivariate Analyses

Table 2 shows the Pearson’s r correlations among the
three financial management behavior subscales, PEM,
and FOP income. As can be seen, the relationships varied
across the different subscales in both strength and signifi-
cance. For both cash management (» = .118, p <.01) and
savings and investment (» = .137, p < .01), an increase in
PEM is associated with more positive financial manage-
ment behaviors. Similarly, as FOP income increases, so
do positive savings and investment behaviors (r = .151, p
< .01). The bivariate relationships between FOP income
and the other two financial management behavior sub-
scales were not significant. Exploration of the bivariate
relationship between FOP income and PEM was signifi-
cant and positive, but weak (» =.095, p <.01), justifying
the inclusion of FOP income in multivariate models. The
individual financial management behavior subscales were
used as opposed to one overarching measure of financial
management behavior, as suggested by Dew and Xiao
(2011).

ANOVA tests were also conducted to provide an initial
look at the bivariate relationships between current income
and the three financial management behavior subscales as
well as PEM as noted in Table 3. There was a significant
association for cash management, F (2, 1105) = 10.67,

p < .001, credit management, F (2, 1105) = 9.84, p <
.001, and savings and investment, F (2, 1105) = 70.50, p
< .001. Upon exploration of post hoc tests for both cash
management and credit management, the means were sig-
nificantly lower when comparing lower income to both
middle and upper income, but middle income was not sig-
nificantly different from upper income. For savings and
investment, all three groups were significantly different
from one another. Additionally, PEM did not vary across
current income, F (2, 1105) =1.39, p > .05.

Cash Management Regression Analysis

Increases in PEM were associated with increases in pos-
itive cash management behaviors (b = .09, p < .01) as
noted in Table 4. The comparison between current income
status, upper income compared to lower income, was sta-
tistically significant (b = .14, p < .05). Those in the upper
income level reported more positive cash management
behaviors than those in the lower income level. Males had
fewer positive cash management behaviors and individu-
als with bachelor’s degrees or higher had more positive
cash management behaviors.

There was not a significant association between FOP in-
come and current cash management behaviors. The effect
of PEM on cash management, however, does vary by FOP
income, as the interaction term was significant (b = .04,
p < .05). As shown in Figure 2, the positive relationship
between PEM and cash management is greater for those
with lower FOP income. Note that low and high PEM, as
well as lower and upper FOP income, reflect one stan-
dard deviation below and one standard deviation above
the mean.

Credit Management Regression Analysis

The association between current income and credit man-
agement behaviors was statistically significant for both
middle to lower income (b = .25, p < .01) and upper to
lower income (b = .35, p <.01). Middle and upper income
individuals reported more positive credit management be-
haviors than those in the lower income level. However,
neither PEM nor FOP income, nor the other demographic
variables were significantly associated with credit man-
agement behaviors (Table 5).

While PEM was not significantly associated with credit
management, the interaction with current income level was
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TABLE 2. Bivariate Correlations Financial Management Behaviors and PEM with FOP Income

Cash Management Credit Management Savings & Investment PEM
Cash Management -
Credit Management —0.023 -
Savings & Investment 0.442%* 0.116%* -
PEM 0.118** 0.019 0.137%* -
FOP Income 0.021 —-0.017 0.151%** 0.095**

% < .05. *¥p < 01.

significant when comparing middle income to lower income.
This indicates the effect is explained by the variables in com-
bination as opposed to individually. Results indicate the im-
pact of PEM on credit management is opposite depending on
income level, as shown in Figure 3. For those who are lower
income (making less than $20,000 a year), greater PEM is as-
sociated with worse credit management behaviors. For those
classified as middle income (making between $20,000 and
$70,000), greater PEM appears to result in better credit man-
agement behaviors.

Savings and Investment Regression Analysis

The results for the savings and investment subscale is shown
in Table 6. While there were no significant interactions in
model 3, several key variables and demographic variables
did impact savings and investment behaviors. An increase
in PEM was associated with an increase in positive savings
and investment behaviors (b = .09, p <.01). While the im-
pact of FOP income was not significant, both those who are
currently middle income (b = .35, p <.01) and those who
are currently upper income (b = .64, p <.01) reported more
positive savings and investment behaviors in comparison
to those who are lower income. Those who were working
full-time and those with a bachelor’s degree or higher also
reported more positive savings and investment behaviors.
While not central to the study, it should also be noted that,
while very weak, an increase in age seemed to be associated

with a slight decrease in reported positive savings and in-
vestment behaviors.

Discussion

The results of the study indicate that some financial manage-
ment behaviors are significantly related to PEM and income,
lending partial support to the first and second hypotheses.
For a young adult, the belief that economic mobility is a
possibility in his/her life creates hope and, consequently,
motivates them to practice appropriate financial behaviors.
This relationship was significant for both cash management
and savings- and investment-related behaviors, even after
other demographic variables were introduced. The results
of this research support the work of Yoon and Kim (2016),
which showed that high PEM by materialistic consumers
regulates behaviors directed towards achieving long-term
success. Applying these results to the financial management
behavior models of Gudmunson and Danes (2011) and Seri-
do et al. (2013), an increase in an individual’s PEM may
help improve overall financial behavior and well-being.
This may be achieved by increasing financial management
knowledge through the promotion of opportunity and edu-
cation (Gutter & Copur, 2011; Serido et al., 2013).

The third hypothesis in the current study looked at the re-
lationships between the independent variables. While the
emphasis for this research was placed on the relationship

TABLE 3. ANOVA Tests for PEM and Financial Management Behaviors Across Current Income

Lower Income Middle Income Upper Income

M SD M SD M SD F D
Cash Management 3.77 0.68 3.92 0.64 4.04 0.58 10.674 0.000
Credit Management 2.14 1.04 242 1.05 2.50 1.16 9.844 0.000
Savings & Investments 2.79 0.86 3.27 0.84 3.66 0.69 70.504 0.000
PEM 4.46 1.14 4.48 1.08 4.63 1.11 1.391 0.249
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TABLE 4. Regression Results for Cash Management Behaviors

Model 1 Model 2 Model 3

Variable b SE b SE b SE
Intercept 3.886 .019 3.723 110 3.720 110
PEM .080 .018%* .090 017%* .089 029%*
Middle Income .068 .049 .068 .049
Upper Income 152 .069* 140 .069%*
FOP Income —.031 021 —.028 021
Age .004 .004 .004 .004
Male —-.230 .039%* —.234 .039%*
Bachelor’s Degree 157 044 158 .044%*
Employed Full-Time .067 .047 .062 .047
Middle Income-PEM Interaction —.004 .037
Upper Income-PEM Interaction .054 .055
FOP Income-PEM Interaction .037 .018%*
R’ 0.018 0.078 .081

% < .05. *¥p < 01.

between PEM and financial management behaviors, while
taking into consideration the role of income, a possible re-
lationship between PEM and income needed to be consid-
ered. The bivariate analyses revealed no variation in PEM
across current income categories, and FOP income was sta-
tistically significant but weakly correlated with PEM. The
latter relationship was positive, which is consistent with

past research as previously discussed. A continuous mea-
sure of current income in dollars, or more than three catego-
ries, may result in significant findings.

In partial support of hypothesis four, the interaction be-
tween FOP income and PEM was significant, suggest-
ing that the two depend on one another when it comes to

FIGURE 2. FOP income and PEM interaction for cash management.
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Note. This figure illustrates how the effect of perceived economic mobility on cash management varies by the FOP income.

While trending in a positive direction for all income levels, the impact appears to be greatest for those who grew up in lower

FOP income families.
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TABLE 5. Regression Results for Credit Management Behaviors

Model 1 Model 2 Model 3

Variable b SE b SE b SE
Intercept 2.334 .032 1.826 .186 1.804 186
PEM .021 .029 .013 .029 -.071 .049
Middle Income 255 .083%* 251 .083%*
Upper Income 358 A17%* 351 A17%*
FOP Income —.062 .036 —.064 .036
Age 012 .007 012 .007
Male .065 .066 .065 .066
Bachelor’s Degree —.109 .075 —.103 .075
Employed Full Time .058 .079 .062 .079
Middle Income-PEM Interaction .146 .063*
Upper Income-PEM Interaction .088 .093
FOP Income-PEM Interaction .010 .030
R’ .000 .020 .022

% < .05, *¥p < 01.

influencing cash management behaviors. The perception
of the ability to get ahead, regardless of the circumstances
of one’s birth, seemed to matter more for those who saw
themselves as growing up in a family that had less than av-
erage FOP income. The impact of PEM on cash manage-
ment behaviors was more limited for those who identified

as being from families with above average FOP income
growing up. It could be argued that the desire to get ahead,
or the belief that it is possible, is important and needs to
be encouraged for those from lower-income backgrounds.
This desire could be explained by Lerner and Miller’s
(1978) just-world hypothesis, which argues that from early

FIGURE 3. Current income and PEM interaction for credit management.
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Note. This figure illustrates how the effect of perceived economic mobility on credit management varies by an individual’s

current income. The relationship is positive for middle income individuals and negative for lower income individuals.
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TABLE 6. Regression Results for Savings and Investment Behaviors

Model 1 Model 2 Model 3
Variable b SE b SE b SE
Intercept 3.162 .026 3.151 141 3.150 141
PEM .101 .024%* .106 .0227%%* .088 .037%*
Middle Income .348 062%* 353 .063%*
Upper Income .650 .089%* .640 .089%*
FOP Income .050 .027 .048 027
Age -.016 .005%%* -.016 .005%*
Male —.066 .050 —.067 .050
Bachelor’s Degree 276 .056%* 277 .056%*
Employed Full Time .165 .060** 157 .060**
Middle Income-PEM Interaction .004 .048
Upper Income-PEM Interaction 121 .070
FOP Income-PEM Interaction —.001 .023
R 0.015 0.161 162

*n <.05. ¥*p < .01

socialization in childhood, people may believe that their ac-
tions in the present can affect their future. Tied to financial
management behaviors, this may explain why someone who
comes from a lower income background experiences a great
impact of PEM on cash management. While testing mul-
tiple theories, Ng and Allen (2005) found that greater belief
in a just-world was significantly related to greater economic
distributive justice. They also noted, however, that higher
income individuals perceived greater economic distributive
justice. While not directly related to financial management
behaviors, the link between income and perception does
appear to be important when it comes to understanding an
individual’s economic outlook.

Of particular importance in the current study is the fact that
many variables, including current income, PEM, education,
and employment status, were significantly related to sav-
ings and investment behaviors. Saving for and investing
in the future by putting money into a retirement account
or investing in stocks are behaviors that become an inten-
tional commitment that not all young adults may choose
or deem necessary. However, cash management and credit
management behaviors are seen as normal aspects of life
for a typical young adult (millennial). Understanding what
factors influence these behaviors may be important for fi-
nancial planners and counselors to consider when working
with clients.

A striking difference regarding the findings for savings and
investment behaviors were the findings for credit manage-
ment, as none of the demographic control variables had a
significant impact. Even the significant associations with
current income accounted for only a small amount of vari-
ance. The interaction between PEM and current income
was significantly related to credit management, but only for
middle income compared to lower income. This also lends
partial support to hypothesis four. Greater PEM can posi-
tively impact credit behaviors, but only for those who are
middle income. For those who are lower income, the impact
seems to be negative. The plotted interaction in Figure 3
suggests that, for individuals of lower income, increases in
beliefs about the possibility of upward mobility results in
fewer positive credit-related behaviors. It is possible that
those who are lower income have higher credit card and
loan debt and lack the income to pay credit card balances in
full every month. Accruing debt through the acquisition of
student loans could be seen as an investment in the future.
The current study does not explore this, but it is an avenue
for further research on the relationship between PEM and
credit management behaviors.

Limitations and Future Directions

The current research focused on PEM and its relation-
ship with financial management behaviors. More specifi-
cally, this measure asked participants how they felt about
what was possible in society in general, not whether they
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themselves had a chance at upward mobility. This current
study does not examine other domains of perception such as
financial knowledge, financial well-being, and overall well-
being. Further studies should consider these factors in order
to understand the contributions and possible interplay of
self-perceptions as well as perceptions of what is possible in
society. It is possible that the perception of what is possible
in society combined with perceived knowledge could af-
fect behaviors or that perception moderates the relationship
between knowledge and behavior. Additionally, consumer
behaviors or traits, such as materialism, impulsive spend-
ing, or frugality, similar to the research completed by Yoon
and Kim (2016), may be considered, as relationships exist
between consumer and financial behaviors.

Research has also shown that family background influences
the outcomes of young adults when income inequality ex-
ists, consequently making it less likely for hard-working
individuals to be rewarded (Corak, 2013). Although the
variable of FOP income was included in this research, ad-
ditional financial and consumer socialization factors may be
tested in conjunction with financial management behavior-
related findings. Other familial influences or perceptions of
family spending and saving behaviors could also be incor-
porated into future analyses to further explore the impact of
family on both perceptions of society and mobility as well
as individual financial behaviors.

The current research was conducted with a specific focus
on young adults. This generation has received much atten-
tion in both research and the news media. While the current
study found that age had no effect, the age range was only
18 to 34 year olds at the time the survey data were collected.
It is possible that other generations may practice different
financial management behaviors and may have different
perceptions of economic mobility. Future research could
compare multiple generations to see if variations exist.

The influence of the level of perception of whether or not
economic mobility is possible in society on financial man-
agement behaviors may serve as a starting point for better
understanding related changes in well-being. More specifi-
cally, future research could include a measure of whether or
not an individual actually achieves upward mobility. Addi-
tionally, other outcome measures could be considered in fu-
ture research. While the results of the cash management and
savings and investment behaviors analyses showed various

significant effects, as noted previously, the credit manage-
ment results were more limited. It is possible that the ques-
tions on credit management were difficult to answer or not
applicable for an individual with no loans or credit cards.

Implications

A major implication of the current study’s findings is for
financial planners, counselors, and policy makers. The re-
sults support the effect of a person’s perception on their
behaviors, specifically with regard to their beliefs about
the ability to be socially mobile in our society. Having an
understanding of one’s own beliefs could help a person to
prioritize and better address their personal financial goals.
This knowledge can also help give insight to planners and
counselors as they prepare to work with clients of different
backgrounds. Policy makers should consider the factors as-
sociated with financial management behaviors, specifically
the finding that low-income individuals with high levels of
PEM exhibit strong cash management behaviors but lower
credit management behaviors. Policy should focus on en-
couraging the perception that upward mobility is possible
while also educating about credit management.

Additionally, PEM and financial management behaviors are
dynamic in nature as individuals change due to education at-
tainment, employment levels, and other life experiences. This
study supports the belief in educating young adults, partic-
ularly those who are first in their families to obtain college
degrees or who come from low-income families, in order to
influence their perceptions and improve their financial behav-
iors, financial well-being, and overall well-being. Results of
the study did show that those with a bachelor’s degree or high-
er engaged in more positive financial management behaviors,
but that work still needs to be done in order to better under-
stand the young adult generation and their financial behav-
iors. As more individuals in this generation reach adulthood
by entering the workforce and having families of their own,
a focus on financial management and planning in the present
will become key to their future financial success. Understand-
ing the roles that PEM and income play will be key to both
these young adults and the planners and counselors who will
help them to shape their financial futures.
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