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Abstract. The objective of this study was to determine the feasibility of encouraging low-income par-

ents to save for their children through a savings program offered in public schools. Since children’s savings

have long-lasting effects on college entrance and graduation rates, this paper looked speci􀅭ically at the re-

lationship between parents’ savings values and whether they opened a savings account for their child. A

convenience sampling design was used to recruit schools for this study. A total of 17 public elementary

schools was recruited for this study with a sample of 1,764 respondents. The survey instrument used in

this study consisted of 13 four-point Likert scaled items and 13 other short answers, multiple-choice or

􀅭ill-in-the-blank questions. Covariates including individual characteristics of the parents and household

characteristics were examined to see if they were signi􀅭icantly related to whether or not a child’s savings

account was opened. Implications of the 􀅭indings concerning early intervention work with parents are dis-

cussed, as are recommendations for future research with low-income families.

© 2017 The Author(s). Published by TAF Publishing.

INTRODUCTION

Background

Financial well-being eludes many. Why? Because individuals lack the personal attributes

of 􀅭inancial knowledge and critical thinking skills that are prerequisite to being able to

make informed 􀅭inancial decisions (Consumer Financial Protection Bureau, 2015; Man-

ager, 2017; Organization for Economic Co-operation and Development, 2013). In order to

achieve high levels of 􀅭inancial well-being as an adult, individuals need to be 􀅭inancially so-

cialized at an early age. Developmental psychologists report that the ability to stay focused

on long-term goals and learning how to process information develop rapidly in children

during the 􀅭irst 􀅭ive years of life. Researchers have observed that when children exhibit

high levels of these critical skills, they are better able to weather the negative effects of

living in poverty, for example.

Financial socialization of children begins with parents, since parents are the 􀅭irst-line

teachers at home (Danes andHaberman, 2007; Danes, Sharon, Catherine andLaurie, 1999;

Gudmunson and Danes, 2011). Despite this fact, examination of the role that parents play

in developing the 􀅭inancial well-being of children versus young adults, has been limited,

especially among low income households.

Savings, in general provide opportunities for children to accumulate the knowledge

and skills they will need in the workplace and will enable them to make responsible de-

cisions in the marketplace that directly impact the quality of their lives (Elliott, Jung and
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Friedline, 2010; Elliott, 2013). When savings were larger and targeted for school, and

when family incomeswerehigher, college attendanceandgraduationpercentages increased

(Elliott, 2013). Also, children with college savings are more likely to get better grades and

complete more years of education (Elliott and Beverly, 2011).

LITERATURE REVIEW
Financial (Il) Literacy of the Young Adult American

In order to have 􀅭inancial well-being, one needs to have the 􀅭inancial knowledge, appropri-

ate 􀅭inancial attitudes, and sound 􀅭inancial practices (Totenhagen et al., 2015). However,

previous studies indicate that high school and college students in the U.S. lack 􀅭inancial

knowledge and skills (Jorgensen and Salva, 2010; Jacolbia, 2016; Mandell, 2009), and ef-

forts in 􀅭inancial education to address these de􀅭icits have mixed results (Peng, Bartholo-

mae, Fox and Cravener, 2007; Yates and Ward, 2011).

Financial Socialization of Children

In a world that is becoming increasingly 􀅭inancially complex, it is important to socialize

children and teach them smart money management skills earlier in life. Parents are the

main agents of socialization for elementary andmiddle school children (Ivan and Dickson,

2008; Edano, Punzalan and Tumutod, 2017), and parents’ in􀅭luence on their children’s un-

derstanding of moneymanagement begins early on in life. For example, children as young

as 􀅭ive years old are capable of understanding economic concepts, andhaveknowledge and

attitudes about their role as consumers before they even start school (Kuhlmann, 1983;

Fatimah, Norha􀅭izah, Noryanti, Rozieana and Hassan, 2015; Webley and Nyhus, 2006).

Factors Associated with Personal Financial Management

Personal 􀅭inancial management occurs when an individual considers his/her needs ver-

sus wants and applies skills to make 􀅭inancial decisions (Ozmete and Hira, 2011). This

decision making process is in􀅭luenced by cognitive, social and psychological factors. Cog-

nitive factors include 􀅭inancial knowledge, social factors related to parental in􀅭luence, and

psychological factors such as self-discipline, thoroughness (e.g., conscientiousness) and

perceived control over outcomes (e.g., locus of control) (Bandura, 2001; Johnson and Sher-

raden 2007; Perry and Morris, 2005; Rimer and Glanz, 2005; Shim and Serido, 2011).

Recent research 􀅭indings question the assumption that improved 􀅭inancial knowledge

alone results in more effective 􀅭inancial decisions (Chen and Volpe, 1998; Hilgert, Hogarth

and Beverly, 2003; Lusardi and Mitchell, 2007; Robb and Woodyard, 2011; Tang, Baker

and Peter, 2015). Rather, these studies identi􀅭ied the in􀅭luence of social (e.g., parental in-

􀅭luence) and psychological factors (e.g., self-control, thoroughness, locus of control) on

an individual’s ability to make effective 􀅭inancial decisions including cash 􀅭low, credit and

saving.

Purpose and Research Objectives

Since basic savings or saving for college begins with action by parents, several objectives

were identi􀅭ied for this study of low-income households. They included an examination

of: 1) The parents’ stated savings values (It is important for my child to start saving early

in life), 2) the extent to which actual savings behavior occurred (I have opened a savings

account in my child’s name, 3) the reasons why parents did not open a savings account in

a child’s name, and 4) the covariates that were related to whether or not a child’s savings

account was opened.

Research Hypotheses

Fourhypotheseswere identi􀅭ied relative to examining the covariates associatedwithwhether

or not parents opened a child’s savings account. They included:
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H1: There is a positive relationship between parent’s age and whether a savings account

was opened in a child’s name.

H2: There is a positive relationship between household income andwhether a savings ac-

count was opened in a child’s name.

H3: There is a positive relationship between number of children in the family andwhether

a savings account was opened in a child’s name.

H4: There is a positive relationship between family type and whether a savings account

was opened in a child’s name and reasons for not opening a child’s savings account.

METHODOLOGY

The survey instrument used in this study consisted of 13 four-point Likert scaled items

and 13 other short answer, multiple choice or 􀅭ill-in-the-blanks questions. The survey col-

lected background information about the parent participants, their values/attitudes to-

wards saving and whether or not they opened a savings account in their child’s name.

A convenience sampling design was used to recruit schools for this study. A total of

17 public elementary schools was recruited for this study with a sample of 1,764 respon-

dents. The response rate of this survey questionnaire is 27 percent.

First, schools located in low-income districts were identi􀅭ied bywhether or not 50 per-

cent ormore of a school’s student population quali􀅭ied for a school lunch subsidy program.

If the school met the de􀅭inition, then that school was identi􀅭ied as having students living

in a low-income household. The unit of analysis for this study was the household in which

the child resides.

RESULTS

A total of 1,764 parents completed and returned the survey questionnaire. Due to non-

response on some survey questions, analyses were based on 1,645 cases. The median age

of the parents interviewed was 37 years. They identi􀅭ied their ethnicity as Asian (40.6%),

Native Hawaiian (23.1%), White (9.3%), Paci􀅭ic Islander (8.6%), African American (.7%)

or other (5.2%). The predominant family type was dual parent household (N = 1,198,

78.9%) and the single parent household makes up 26.1% (N = 423) of the sample. The

median household annual income was $45,000. More than two out of every three fami-

lies lived in a rural community on an island other than Oahu, where the state’s capitol is

located.

Relationship of Parents’ Savings Values and Actual Savings Behavior

When savings values of the parents’ (Important for child to save early) were compared

with actual savings behavior (whether or not a savings account was opened in my child’s

name) signi􀅭icant differences were found (p < .0001, see Table 1).

TABLE 1 . Comparison by saving for child versus non-saving: Disconnect between parents’ actual savings behavior versus savings values

All Saving for Child p value 1

Yes No Missing

Mean Std Mean Std Mean Std Mean Std

Important for child to 1.3 0.5 1.2 0.5 1.4 0.5 1.7 0.7 <.0001

start saving early in life

When asked how strongly they valued early savings for their children, on a Likert-scaled

4-point scale where 1 = strongly agree and 4 = strongly disagree, 99.0% of the parents
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said they either “strongly agreed” or “agreed” with the statement (see Table 2). However,

despite agreeing that it was important for their child to save regularly and early in life,

only 42.9% of these same parents actually opened a savings account in their child’s name.

Some reasons for this observed inconsistency (or disconnect) between savings values and

actual savings behavior are listed in Table 3.

Among the reasons parents listed for not opening a savings account for a child were:

lack of funds (34.6%) and never got to it (19.6%). Of the parents who opened a children’s

savings account, the median amount was $25 (see Table 3).

TABLE 2 . Disconnect between parents’ savings value versus savings behavior

Parent’s savings value (It is important for child to start saving money regularly early in life)

Strongly Agree (1) Agree (2) Disagree (3) Strongly Disagree (4)

Parent’s savings behavior (Child % % % %

has savings account his/her name)

Yes (1) 42.9% 78.8 20.2 1.0 0.0

No (2) 55.1% 64.1 32.8 2.3 0.8

TABLE 3 . Reasons for not saving for child and dollar amount saved

Do not have saving for child (N = 995)

Reasons for not having savings N %

Cannot afford 344 34.6

Just never got to it 195 19.6

Other 133 13.4

Think that we have time in 95 9.5

the future to do this

My child is too young to start 77 7.7

Never thought of it 54 5.4

Too inconvenient to do so 25 2.5

Having saving for child (N = 734)1

Median amount of saving in U.S. dollar 25.0

Quartile 1 20.0

Quartile 3 60.0

Inter-quartile range 40.0

Number of valid response 493

Missing 241

1. Median and interquartile range

Research Hypotheses

Table 4 summarizes the characteristics of the parents and their households and presents

􀅭indings relative to the four hypotheses that were tested.

H1: There is a positive relationship between parent’s age and whether a savings account

was opened in a child’s name.
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TABLE 4 . Characteristics of parents of elementary school households

All Saving for Child p value 1

Yes No Missing

N % N % N % N %

Number of parents 1764 100.0 734 100.0 995 100.0 35 100.0

Age2 37 10 37 10 36 11 35 11 0.09

Household income2 45000 44000 55000 45000 35000 37500 60000 0 < 0.0001

Number of children2 2 1 2 1 3 1 3 2 < 0.0001

Area of resident 0.10

Rural 1181 67.0 503 68.5 644 64.7 34 97.1

Urban 583 33.0 231 31.5 351 35.3 1 2.9

Family type <0.0001

Single parent 423 24.0 158 21.5 259 26.0 6 17.1

Dual parents 1198 67.9 543 74.0 648 65.1 7 20.0

Missing 143 8.1 33 4.5 88 8.8 22 62.9

Family role 0.0003

Mother 1384 78.5 617 84.1 758 76.2 9 25.7

Father 248 14.1 84 11.4 161 16.2 3 8.6

Grandmother 39 2.2 17 2.3 22 2.2 0 0.0

Grandfather 6 0.3 1 0.1 5 0.5 0 0.0

Missing 87 4.9 15 2.0 49 4.9 23 65.7

Ethnicity 0.03

American Indian/Alaska Native 17 1.0 8 1.1 9 0.9 0 0.0

Asian 717 40.6 336 45.8 377 37.9 4 11.4

African American 13 0.7 3 0.4 10 1.0 0 0.0

Native Hawaiian 407 23.1 149 20.3 254 25.5 4 11.4

Paci􀅭ic Islander 151 8.6 56 7.6 94 9.4 1 2.9

White 164 9.3 70 9.5 94 9.4 0 0.0

Other 91 5.2 40 5.4 48 4.8 3 8.6

Missing 204 11.6 72 9.8 109 11.0 23 65.7

1. p -values derived from chi-square and t-statistic

2. Median and inter-quartile range

Age of parents was not signi􀅭icantly related to whether or not a children’s savings account

was opened.

H2: There is a positive relationship between household income andwhether a savings ac-

count was opened in a child’s name.

Higher annual household income was signi􀅭icantly related to having a children’s sav-

ings account (p < .0001). This 􀅭inding is supported in the literature on children’s savings

accounts (Elliott 2013; Elliott and Beverly 2011; Elliott et al., 2012).

In families with a child’s savings account, the median household income was $55,000

compared to $35,000 in households with no child’s savings account.

H3: There is a positive relationship between number of children in the family andwhether

a savings account was opened in a child’s name.

Themore children in the family, themore likely it was that there was no children’s sav-

ings account opened. This 􀅭inding was signi􀅭icant (p <.0001). In families with a child’s

savings account, the median number of children present was 2, compared to 3 in families

with no child’s savings account.

H4: There is a positive relationship between family type and whether a savings account

was opened in a child’s name.

Dual parent families were more likely to have a children’s savings account than sin-

gle parent families. This 􀅭inding was signi􀅭icant (p < .0001). When comparing whether

or not a child’s savings account was opened by the household type, only 21.5% of single-

parent households had a child’s savings account, compared to74.0% indual-parent house-
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holds. Among the households that did not have a child’s savings account, a larger percent

of single-parent households did not open a child’s savings account compared to the dual-

parent households (see Table 4).

As stated earlier, of the parents who “agreed” or “strongly agreed” that it is important

for a child to start saving money regularly in life, only 42.9% actually opened a savings

account for their child (see Table 2). This disconnect can be viewed as an opportunity for

intervention by practitioners who can work to remove barriers to opening children’s sav-

ings accounts.

Several existing commercial bank policiesmay be preventing low income families from

opening a savings account for their child. First, commercial banks often require a large (for

low income clients) initial deposit amount (typically USA $100) in order for a savings ac-

count to be opened. Second, many banks also require that a minimum balance (of USA

$300) be maintained to keep the savings account active, and thirdly, once the account be-

comes inactive, the account will incur monthly fees or be closed. In comparison, federal

credit unions often require only USA $25 or less to open a savings account. Therefore, if

federal credit unions actively recruit low income families as customers, theywill bemaking

an investment with long-term positive bene􀅭its for the parents and children, in particular,

who live in the communities they serve.

LIMITATIONS AND RECOMMENDATIONS

Clearly, this study is not without limitations. The use of a convenience sample makes it

not possible to generalize the 􀅭indings to a larger population. Given the advice of a school

principal that the survey should not be more than one sheet of paper otherwise the par-

ents will not respond to the survey, many important questions were not included in the

survey. In addition, there may be confounding factors that may explain why parents who

say they value saving regularly for themselves have not opened a savings account for their

child, such as situations where the parents work at multiple jobs and have no time to open

a savings account or when parents avoid making 􀅭inancial transactions because of their

limited English-speaking skills.

Since the initial objective of this studywas to determine the feasibility of encouraging low-

income parents to save for their children through a savings program offered in the public

schools, the survey instrument developed for this project did not include some important

gender-based 􀅭inancial literacy issues such as whether the 􀅭inancial socialization process

differs for male versus female children and how these differences impact the 􀅭inancial de-

cision making abilities of boys versus girls later in life.

Future research should examine these issues and be expanded to include low-income

children and parents who come from understudied populations such as native Hawaiian

and Paci􀅭ic Islanders. Future research may also bene􀅭it from the addition of a qualitative

component that explores the roadblocks to opening a savings account in a child’s name.

Findings can then inform practice as practitioners are better able to deliver more individ-

ualized 􀅭inancial help based on their clients’ gender, ethnicity and socio-economic back-

ground.
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