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      Financial Socialization                     

     Clinton     G.     Gudmunson     ,     Sara     K.     Ray     , 
and     Jing     Jian     Xiao    

       Financial socialization is a subset of general 
human socialization, which Grusec and Hastings 
( 2015 ) defi ne as “the way in which individuals are 
assisted in becoming members of one or more 
social groups” (p. xi). Within socialization pro-
cesses, more experienced members of the group 
help newer members incorporate the group’s val-
ues, norms, rules, roles, and attitudes into their 
thinking and behavior. Recent theorizing and 
research among developmental scholars, how-
ever, indicates that social novices are active in 
their own socialization through refl ection, selec-
tivity in what they accept from  socialization 
agents,   and their attempts to socialize older group 
members (Grusec & Davidov,  2010 ; Grusec & 
Hastings,  2015 ; Kuczynski, Parking, & Pitman, 
 2015 ). Various social groups serve as contexts for 
fi nancial socialization. These may include, but are 

not limited to  family  , peer groups, workplaces, 
educational institutions, religious organizations, 
racial and ethnic groups. Developmental contexts 
such as life transitions,  economic cycles, and 
social policy   changes also play a role. 

 Recent fi nancial socialization research has 
devoted some attention to studying family inter-
actions during the developmental stages of child-
hood and adolescence (e.g., Kim, LaTaillade, & 
Kim,  2011 ; Kim, Lee, & Tomiuk,  2009 ; Romo, 
 2014 ). However, there has been a much greater 
focus on gathering retrospective data from young 
adult populations, and especially college student 
populations about childhood fi nancial experi-
ences or interactions with their parents and con-
necting them to outcomes such as fi nancial 
knowledge, behaviors, or attitudes (e.g., Clarke, 
Heaton, Israelson, & Egett,  2005 ; Kim & 
Chatterjee,  2013 ; Shim, Barber, Card, Xiao, & 
Serido,  2010 ; Shim, Xiao, Barber, & Lyons, 
 2009 ). This line of research supports a common 
view of fi nancial socialization as a process that 
extends from childhood into early adulthood in 
which children develop  consumer   roles with the 
help of parents, teachers, friends, work experi-
ences, and the media and follow the normative 
pattern of gaining fi nancial independence from 
parents. However, over the last several decades 
there has been a call to view fi nancial socializa-
tion as a process that extends over the entire life 
course of  individuals and families   (Gudmunson 
& Danes,  2011 ; Moschis,  1987 ; Sherraden,  2013 ; 
Stacey,  1987 ). 
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    Financial Socialization’s 
Relationship to Economic 
and Consumer Socialization 

 One of the earliest mentions of the term  fi nancial 
socialization  appears in a study that evaluated the 
patterns of fi nancial product acquisition by mar-
ried couples. The authors found a reliably com-
mon pattern of asset acquisition across multiple 
age groups and concluded that one of the most 
important aspects of their work was providing 
“support for the notion that there is a fi nancial 
socialization process” (Stafford, Kasulis, & 
Lusch,  1982 , p. 414). It is not uncommon to see 
the terms fi nancial, consumer, and economic 
socialization used interchangeably or applied to 
the same types of research questions. Apotential 
reason for this may be that much more work has 
been conducted with the labels of economic 
socialization and consumer socialization. It has 
been argued, though, that these types of social-
ization may not be interchangeable. In fact, some 
scholars have pictured fi nancial socialization as 
encompassing consumer socialization and both 
of these as subsets of economic socialization 
(Alhabeeb,  1996 ,  2002 ; Stacey,  1987 ). 

 According to Stacey ( 1987 ), burgeoning 
research in economic and consumer socialization 
during the twentieth century adopted ideas from 
other areas of socialization research, such as 
political socialization. Stacey’s review of eco-
nomic socialization includes a wide range of top-
ics including the major theories and approaches 
that were being utilized and major topics of inter-
est including children’s understanding of money, 
ownership, consumer socialization, and eco-
nomic inequality. Additionally, Stacey points out 
that while economic socialization has its origins 
in childhood, it is likely that a “signifi cant amount 
[of] economic socialization takes place during 
the adult years, particularly in association with 
 life-cycle changes   in occupational, marital, and 
family roles” (p. 27). Despite this early recom-
mendation, research labeled under the broad 
umbrella of economic socialization continued to 
focus mostly on children (Berti & Bombi,  1988 ; 
Berti & Grivet,  1990 ; Furnham,  1996 ). Webley 
( 1996 ,  2005 ) has contributed a great deal to 

research concerned with how children come to 
understand the economic world. One of Webley’s 
contributions to the economic socialization liter-
ature has been the exposition of the economic 
world of children which can involve relation-
ships with adults or relationships with other chil-
dren. On the one hand, many children, especially 
in Western economies, are dependent on adults 
for material and fi nancial resources, which has 
implications for how children obtain income and 
view and practice  saving money  . At the same 
time, children participate in their own autono-
mous economies or playground economies 
wherein exchange takes place between children 
themselves. In some cases, according to Webley, 
children operating in their autonomous economy 
may refl ect adult economic motivations and at 
other times may be motivated by non-economic 
objectives, such as friendship dynamics. From 
both Stacey’s and Webley’s discussions of eco-
nomic socialization research, it becomes evident 
that children likely come to understand various 
dimensions of their fi nancial and economic 
worlds that may or may not be an accurate repre-
sentation of the “adult” economy. 

 Ward ( 1974 ) fi rst conceptualized consumer 
socialization and outlined some of the major 
issues that would be examined in much of the 
empirical work to come. Ward defi ned consumer 
socialization as processes through which “young 
people acquire skills, knowledge, and attitudes 
relevant to their functioning as consumers in the 
 marketplace  ” ( 1974 , p. 2), and this defi nition has 
infl uenced the view that consumer socialization is 
confi ned to the earlier years of life. Moschis 
( 1987 ), who studied marketing under Ward, dis-
cussed how the interest in consumer socialization 
stemmed out of the concern that marketers could 
potentially take advantage of children’s suscepti-
bility to appealing advertising that would turn into 
poor consumption patterns, even into adulthood. 
Therefore, Moschis saw a need to understand the 
interaction between children’s cognitive develop-
ment and  social environments   that could have 
implications for consumer behavior. Moschis 
( 1985 ,  1987 ) and Moschis and Churchill ( 1978 ) 
provided some foundational work on communica-
tion processes in consumer  socialization as well 
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as a widely used theoretical model of consumer 
socialization. John ( 1999 ) provided a comprehen-
sive review of consumer socialization and also 
proposed a conceptual framework to show how 
Piaget’s perceptual, analytical, and refl ective 
stages of child cognitive development function in 
terms of consumer awareness, decision- making, 
and consumption across childhood. 

 The reviews that specifi cally focus on each 
type of socialization demonstrate that consumer 
socialization stays more confi ned to issues rele-
vant to marketplace activity, and most often  pur-
chasing activity   (John,  1999 ; Moschis,  1987 ; 
Ward,  1974 ), while economic socialization 
researchers may be interested in topics such as 
how children come to understand supply and 
demand or how individuals are socialized to 
understand and internalize class differences 
(Stacey,  1987 ; Webley,  2005 ). Financial social-
ization research may direct some attention to the 
development of purchasing behavior and atti-
tudes, but often with a broader focus on the inter-
actional process of individuals that live in a world 
of constrained resources, widely available credit, 
changing fi nancial regulations, and a need to 
manage confl icting wants and desires. Danes 
( 1994 ) defi ned fi nancial socialization as “the pro-
cess of acquiring and developing values, atti-
tudes, standards, norms, knowledge, and 
behaviors that contribute to the fi nancial viability 
and individual well-being” (p. 28). In recent 
years, fi nancial socialization has likely gained 
more research interest among scholars, policy-
makers, and educators as a way to situate efforts 
aimed toward increasing consumer fi nancial lit-
eracy, capability, and wellbeing within  individual 
and family   social contexts and relationships. 
Because of the popularity and prevalence of 
increasingly complex fi nancial services and prod-
ucts offered by businesses in a globalized econ-
omy, the move away from employer- sponsored 
defi ned benefi t retirement plans to individual 
defi ned contributions plans, and the increasing 
cost and necessity of higher education, it is impor-
tant to link any type of fi nancial education or 
capability-building program to culturally and 
environmentally sensitive fi nancial socialization 
conceptualizations.  

    Socialization and Capability 

 Socialization theorists have contended that 
socialization processes in numerous social con-
texts begin in infancy or early childhood. Grusec 
( 2011 ) provides several reasons as to why parents 
likely serve as the primary socializers of the 
child’s social world. Parents are “biologically 
prepared” to be the caregivers of their children in 
order to ensure “their own reproductive success,” 
and it is an expectation in most  societies   that par-
ents will fulfi ll the role of primary caregiver 
(Grusec,  2011 , pp. 244–245). As the primary 
caregiver to the child, a parent determines how to 
allocate resources to the child, is positioned to 
regulate infl uences from the child’s  social envi-
ronment  , and has the capacity to create a warm 
and affectionate relationship with the child 
(Grusec,  2011 ). It is likely that all of these factors 
infl uence fi nancial socialization processes; how-
ever, we speculate that the role of parents as 
resources managers and the ways in which they 
interact with their children around the allocation 
of resources have a strong infl uence on  family   
fi nancial socialization processes. Both parents 
and children interpret and assign meanings to 
interactions with each other and observations of 
the other’s behavior (Grusec,  2011 ; Kuczynski 
et al.,  2015 ). 

 A common assumption often tied to fi nancial 
socialization is that the processes are guided by 
the intent to help young consumers develop 
fi nancial capability to achieve fi nancial wellbe-
ing. Gudmunson and Danes ( 2011 ), however, 
suggested that most fi nancial socialization in the 
family is more likely to be non-purposive and is 
a function of the day-to-day interaction patterns 
in the family. Financial socialization is a process 
and that is not always goal-oriented or intentional 
in every social setting. In other words, for good 
or for ill, everyone is fi nancially socialized; how-
ever, some people’s fi nancial socialization may 
lead them toward detrimental beliefs, attitudes, 
and behaviors in the context of larger fi nancial 
and economic systems in which they live. Yet, 
some of these beliefs, attitudes, or behaviors 
could be desirable in more immediate social groups 
like the family or peer groups. For example, 
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parents may establish allowance systems (Beutler 
& Dickson,  2008 ) or fi nancial reward systems 
that support goals for family interaction and 
cohesion but that may not mirror the realities of 
larger economic systems. Financial capability 
can be considered the ability of applying appro-
priate  fi nancial knowledge   and performing desir-
able fi nancial behavior to achieve fi nancial 
wellbeing in a given economic setting (Lusardi & 
Mitchell,  2014 ; Xiao,  2015 ; Xiao, Chen, & Chen, 
 2014 ). Research over the past decade has had an 
increased focus on how children develop  fi nan-
cial values  , attitudes, knowledge, and behavior 
that promotes fi nancial capabilities that can 
bridge the gap between family and educational 
settings and the economic realities of indepen-
dent adulthood (Drever et al.,  2015 ).  

    Financial Socialization Across Time 

 It has been common practice in past fi nancial 
socialization research to conceptualize studies as 
pitting the infl uences of socializing agents 
against each other to see which agents such as 
parents, educators, peers, media, and so forth 
“win out” in best predicting fi nancial outcomes. 
While useful in many instances, this conceptual-
ization is also a  static view   that largely ignores 
what is more likely to be waxing and waning 
infl uences of particular agents  over time  . 
Parental infl uences have been considered in vir-
tually all studies that compare agents of fi nancial 
socialization agents, but there are very few stud-
ies, that examine long- term romantic partners as 
agents of fi nancial socialization (Dew,  2008 , 
 2016 ). This is lamentable, as many individuals 
will eventually live a greater portion of their 
lives with a romantic partner than they have with 
parents. This also is likely to be a function of a 
lack of suitable secondary data, and the untested 
assumption that fi nancial socialization does not 
change meaningfully once a person reaches 
adulthood. Yet scholarship that considers various 
agents of socialization in the context of the long 
view, including  theoretical work  , may help in 
promoting a more nuanced view of fi nancial 
socialization agents across time. 

 A family fi nancial socialization conceptual 
model was proposed (Danes & Yang,  2014 ; 
Gudmunson & Danes,  2011 ). In this conceptual 
model, family fi nancial socialization can be con-
ceptualized as two major parts, family socializa-
tion processes and fi nancial socialization 
outcomes. Processes involve  personal and family   
characteristics contributing to family interaction/
relationships and purposive fi nancial socializa-
tion. These factors contribute to fi nancial atti-
tudes, knowledge, and capability, which in turn 
contribute to distal outcomes, fi nancial behavior 
and fi nancial wellbeing. 

 Based on this model, two different categories 
of fi nancial socialization processes take primacy 
in different developmental periods: processes of 
acquisition and processes of modifi cation. Once 
individuals reach adulthood, they have likely 
acquired a set of fi nancial attitudes, knowledge, 
values, norms, and skills as well as a certain level 
of agency over their fi nancial affairs. Each of 
these  fi nancial characteristics   will in turn infl u-
ence fi nancial behavior patterns and perceptions 
of fi nancial wellbeing. In adulthood, therefore, 
socialization processes will more likely modify 
the existing set of individual fi nancial traits and 
characteristics rather than leading to the acquisi-
tion of new ones. Acquisition processes, how-
ever, may still occur in adulthood. Specifi cally, 
periods or events of greatly felt change may trig-
ger new acquisition or more pronounced modifi -
cation during adulthood. 

 Parents and the family of origin are not the 
only signifi cant agents of socialization. Across the 
life course, both youth and adults receive mes-
sages and interact with numerous infl uential 
sources of fi nancial information and observe 
fi nancial behavior in a variety of contexts. School 
fi nancial education can be an important social-
ization tool. Many fi nancial literacy initiatives 
are geared toward embedding personal fi nance 
education in elementary through high school 
curriculum as well as college-level coursework 
(Batty, Collins, & Odders-White,  2015 ; Fox, 
Bartholomae, & Lee,  2005 : Mandell,  2009 ; 
McCormick,  2009 ; Xiao, Ahn, Serido, & Shim, 
 2014 ). The underlying assumption of many fi nan-
cial literacy education programs is that increasing 
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fi nancial knowledge should increase positive 
fi nancial outcomes and decrease negative fi nan-
cial outcomes, but research fi ndings have yielded 
mixed fi ndings on this point (Fernandes, Lynch, 
& Netemeyer,  2014 ; Hastings, Madrian, & 
Skimmyhorn,  2013 ; Miller, Reichelstein, Salas, 
& Zia,  2014 ). Financial education researchers 
have suggested that experiential or  just-in-time  
approaches may have more long-term impacts on 
individual fi nancial behaviors and economic well-
being (Hathaway & Khatiwada,  2008 ; Peng, 
Bartholomae, Fox, & Cravener,  2007 ). Recent 
research based on a national data set suggests the 
exposure to high school and college fi nancial edu-
cation is positively associated with fi nancial capa-
bility factors (Xiao & O’Neill,  2014 ). Furthermore, 
Danes and Brewton ( 2014 ) found that among 
high school students that participated in compe-
tency-based personal fi nancial planning course-
work, some students reported discussing fi nancial 
matters with their families at greater frequencies 
after the completion of the curriculum. This raises 
interesting questions about how fi nancial literacy 
education may be useful in socializing not only 
students but their families as well. These possi-
bilities merit future research attention. 

 A common theme in the study of socialization 
during adolescences is that the infl uence of par-
ents as agents diminishes and the importance of 
peers increases in numerous domains of social 
life (Smetana, Robinson, & Rote,  2015 ). This 
may not be the case in the area of fi nances 
because children are often still dependent on par-
ents for material support at this stage in life, espe-
cially in Western economies. Parental infl uences 
likely outweigh the effects of peers, media, and 
educators well past adolescence. The effects may 
be greater in the fi nancial domain than they are in 
other areas of life where the infl uences of peers 
seem to unseat the infl uence of parents more rap-
idly (Shim et al.,  2010 ). However, peer groups, 
the workplace, and religious organizations may 
be infl uential agents of fi nancial socialization in 
adulthood, although socialization researchers 
have not yet begun to conduct much research in 
this area. 

 Besides family and school, media can also be an 
important agent for youth fi nancial socialization. 

A study based on a national sample of youth in 
South Korea showed that those who chose media 
as their primary fi nancial socialization agent 
exhibited higher levels of fi nancial literacy 
(Sohn, Joo, Grable, Lee, & Kim,  2012 ). However, 
Gudmunson and Beutler ( 2012 ) found that among 
a primarily middle-class, White sample of 
American adolescents, those that had higher media 
consumption expressed greater conspicuous  con-
sumption attitudes  . More research on media effects 
on fi nancial socialization using data from other 
countries and among various age, class, racial/
ethnic groups is needed.  

    Theoretical Advances in Recent 
Research 

 A key defi ning difference between fi nancial 
socialization and other commonly used research 
frameworks including fi nancial literacy, fi nancial 
capability, and behavioral economics is that 
fi nancial socialization more fully considers ties 
to human development over time. A socialization 
approach proposes that intra-individual change 
and inter-individual differences emerge from 
variations in social interaction and relationships 
that develop over time. Financial socialization 
approaches that consider change over signifi cant 
periods of time are, therefore, consonant with life 
course theories of human development. Much of 
the recent research has expanded to provide a 
fuller picture of the mechanisms and outcomes of 
fi nancial socialization. To facilitate some exam-
ples of theoretical advances, we offer a general-
ized theoretical model with different classes of 
variables that are involved in fi nancial socializa-
tion (see Fig.  5.1 ).

   Studies that compare the relative infl uence of 
parents, peers, schools, and self-education help to 
emphasize the notion that  social roles   and rela-
tionships are the settings wherein socialization 
takes place. Thus, examples of the agent–novice 
relationship include parents-to-children, 
 teacher- to- student, peer-to-peer, and so forth. 
Recent evidence has continued to fi nd that par-
ents are more infl uential as agents of fi nancial 
socialization than peers and educators (Shim, 
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Serido, Tang, & Card,  2015 ), suggesting that 
the socialization mechanisms may differ within 
different types of social relationships. Examples 
of socialization mechanisms that have been pre-
viously identifi ed in theoretical papers on fi nan-
cial socialization (John,  1999 ; Jorgensen & 
Savla,  2010 ; Moschis,  1987 ; Ward,  1974 ; Xiao, 
Ford, & Kim,  2011 ) are included in Fig.  5.1 . 

 Mechanisms of fi nancial socialization pro-
duce proximal socialization outcomes, which are 
theoretically distinct from distal outcomes 
because they are “socially imbued individual 
characteristics adapted over time [which are car-
ried] from context to context although they are 
variously expressed in each circumstance” 
(Gudmunson & Danes,  2011 , p. 649). By con-
trast, fi nancial behavior and fi nancial wellbeing 
are considered distal socialization outcomes, 
because they can be more objectively deter-
mined, are more context dependent (i.e., espe-
cially fi nancial behavior), and because they may 
be shared properties (i.e., fi nancial wellbeing). 
This general model can be helpful as a classifi ca-
tion tool for considering the expanding, and 
sometimes bewildering, array of variables that 
appear in multi-disciplinary research on fi nancial 
socialization. 

 Recent scholarship has taken advantage of 
national data that tracks both family interaction 
and fi nancial outcomes, and important linkages 
are being discovered. For example, Tang, Baker, 
and Peter ( 2015 ), using nationally representa-
tive data, found that parental monitoring had a 
positive effect on responsible financial behav-
ior, and that female–male gaps in this outcome 
were eliminated when parental monitoring was 

consistent.  Self-discipline   had an even greater 
positive effect on fi nancial behavior. Implications 
of these fi ndings are that fi nancial education could 
be more effective if it synchronously involved 
multiple family members (Van Campenhout, 
 2015 ; Wheeler-Brooks & Scanlon,  2009 ). This 
concept of delivering fi nancial education to a sys-
tem of family members is also a foundational 
principle in the nascent fi eld of fi nancial therapy 
(Kim, Gale, Goetz, & Bermudez,  2011 ). Recent 
fi nancial socialization and fi nancial capability 
research have made a major contribution in shift-
ing concerns about the ineffectiveness of fi nan-
cial education (Fox et al.,  2005 ), toward a 
consideration of how it may be made effective by 
engaging the family system for support, on the 
one hand (Serido & Deenanath,  2016 ) and for 
paring fi nancial education with direct links to 
fi nancial services, on the other hand (Bartholomae 
& Fox,  2016 ). 

 Shim et al. ( 2015 ) considered the mediating 
role of mental outcomes (proximal outcomes of 
socialization) in explaining the impacts that par-
ents, friends, and education had in socializing 
college students toward healthy fi nancial behav-
ior. Having an attitude of support for particular 
fi nancial behaviors, along with a sense of control, 
and confi dence in one’s ability to carry through 
with healthy fi nancial behaviors were important 
in transmitting socialization experiences. Work 
by Jorgensen and Savla ( 2010 ) is also another 
good example of the importance of socialization 
variables tied closely to specifi c behaviors. They 
asked participants in an  online survey   to rate their 
feelings of safety with, need to understand, and 
sense of importance for very specifi c fi nancial 

  Fig. 5.1    Integrated model of fi nancial socialization processes       
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behaviors. Their results with an index of these 
targeted attitudes in predicting an index of the 
same fi nancial behaviors was very strong. 
Furthermore, these  fi nancial attitude   measures 
fully mediated the relationships between per-
ceived parental infl uence and fi nancial knowl-
edge in predicting fi nancial behavior. In essence, 
research that investigates proximal and interme-
diate outcomes reveals that healthy fi nancial 
socialization provides various types of motiva-
tion that when paired with fi nancial knowledge 
(Fox et al.,  2005 ; Gudmunson & Danes,  2011 ) 
and access to fi nancial supports (Sherraden, 
 2010 ,  2013 ) results in desired fi nancial behavior. 

 Another theoretical advance has come from 
the expansion of fi nancial socialization beyond 
North American populations to consider samples 
of young people in different  economic condi-
tions  . Chowa and Despard’s ( 2014 ) research on 
youth living in the regions of Ghana confi rmed 
the importance of parental fi nancial socialization, 
but also found that youth’s earned income was a 
critically important factor in predicting positive 
fi nancial behavior. Conclusions based on older 
research in the USA (see Beutler & Dickson, 
 2008 ) have been ambivalent about the effects of 
youth work and youth earnings while in pursuit 
of education. Chow and Despard, however, point 
out that income for children in Ghana, a much 
poorer country than the USA and where there are 
fewer pathways to higher education, can serve as 
a greater aid to advancement in the context of 
place (i.e., certain African nations). Karimli, 
Ssewamala, Neilands, and McKay ( 2015 ) 
reported similar results for children in Uganda. 
Children in Ghana and Uganda are also more 
likely to share their income for necessities, 
whereas children’s pocket change in the USA is 
usually spent on children’s nonessentials 
(Alhabeeb,  1996 ). Future research should more 
fully consider the meaning of variables in the con-
text of the study population, while considering the 
context of time and place. Thus, we applaud the 
internationalization of fi nancial socialization 
research and urge that context- specifi c models 
take into account culture and economic realities 
that shape fi nancial realities.  

    Sociodemographic Factors 
in the Financial Socialization 
Process 

 Two of the most widely studied sociodemographic 
factors included in studies of fi nancial socializa-
tion are gender and socioeconomic status. Several 
studies have found that men and women tend to 
differ in their  fi nancial knowledge   and behavioral 
outcomes (Chowa & Despard,  2014 ; Tang et al., 
 2015 ), but only a handful of recent studies pro-
vide insight into the possible divergent socializa-
tion paths of males and females. In a study of 
predominantly White, higher-income college stu-
dents, Clarke et al. ( 2005 ) found that children 
more commonly described fathers as household 
fi nancial managers and claimed that fathers mod-
eled fi nancial tasks more frequently. In families 
where mothers both modeled and taught  fi nancial 
tasks  , however, students reported feeling more 
prepared to perform fi nancial tasks and practiced 
tasks more frequently as young adults. Overall, 
male students felt more prepared than female stu-
dents on a number of fi nancial tasks when they 
were modeled in the home. In a study of college 
students from multiple universities, Garrison and 
Gutter ( 2010 ) found a signifi cant gender differ-
ence in fi nancial  social learning opportunities  ; 
females had higher exposure to fi nancial social 
learning opportunities across four dimensions 
(discussions with parents, discussions with peers, 
observations of parents’ fi nancial behaviors, and 
observations of peers’ fi nancial behaviors). Tang 
et al. ( 2015 ) observed that parental infl uence 
improves young women’s fi nancial behavior 
more than young men’s. 

 Income and wealth are the most widely used 
markers of socioeconomic status and social class  
in economic and fi nancial socialization literature. 
It has been speculated that families that hold more 
wealth and earn a  higher income   instill greater 
knowledge and a more diverse fi nancial skill set 
in their children (Stacey,  1987 ). Furthermore, 
Sherraden ( 2010 ,  2013 ) argues that children from 
wealthier families have more  opportunities   to 
learn about fi nancial matters because their parents 
interact with fi nancial institutions and products 
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more regularly and are more prepared to teach 
their children about fi nances whereas low-income 
parents interact with fewer types of benefi cial 
fi nancial institutions and products and may be 
less able and willing to teach their children about 
fi nances because of distressing economic circum-
stances. However, recent research fi ndings 
provide a mixed picture in the area of family 
 socioeconomic status  . 

 Lusardi, Mitchell, and Curto ( 2010 ) found 
associations between parents’ education level 
and  stock ownership   with children’s scores on a 
set of fi nancial literacy measures which supports 
the view that higher SES families provide a more 
conducive environment to benefi cial fi nancial 
socialization. However, one study with a nation-
ally representative sample of young people 
between the ages of 17 and 21 found that those 
with parents of higher net worth reported having 
fewer fi nancial worries but also reported feeling 
less skilled at money management (Kim & 
Chatterjee,  2013 ). In a qualitative study of par-
ents’ communication beliefs and practices related 
to disclosing and concealing various types of 
 fi nancial information   to their children, Romo 
( 2011 ,  2014 ) found that study participants that 
reported a variety of socioeconomic statuses 
believed that communicating with their children 
about money-related topics is taboo. Using data 
from the Panel Study of Income Dynamics 
(PSID) and Transition to Adulthood (TA), Xiao, 
Chatterjee, and Kim ( 2014 ) found that young 
adult’s perceived fi nancial independence is nega-
tively associated with parental income, fi nancial 
assistance, and stock ownership.  

    The Future of Financial 
Socialization in Theory, 
Research, and Practice 

 Financial socialization is a  life-long process   that 
is infl uenced by numerous socialization agents 
such as family, teachers, peers, and the media. 
Factors such as gender, socioeconomic condi-
tions of the family and surrounding community, 
race, ethnicity, types of fi nancial products that are 
available, public policies, and macroeconomic 

trends are likely infl uential in the outcomes of 
fi nancial socialization. Research that takes a life 
course perspective of the fi nancial socialization 
process, although called for over the past several 
decades, has not yet manifested. Such a perspec-
tive should acknowledge that important changes 
take place in cognitive, socioemotional, and bio-
logical development during the course of child-
hood, adolescence, and emerging adulthood, and 
therefore, these life stages are important periods 
for the development of fi nancial attitudes, beliefs, 
knowledge, standards, skills, and behaviors. 
However, it is important to remember that “social-
ization continues throughout the life span as indi-
viduals continue to change and develop the skills, 
behavior patterns, ideas, and values needed for 
competent functioning in a social context that is 
constantly changing” (Kuczynski et al.,  2015 , 
p. 135). The concept of changing people in a 
changing social context is signifi cant in the discus-
sion of fi nancial socialization because of the rapid 
transformations that have become a hallmark of 
 modern economies and fi nancial systems  . We con-
tend that wherever there are resources involved in 
social interactions between individuals at any 
point in the life course, there are potential implica-
tions for fi nancial socialization. 

 One of the primary functions of the family is 
socializing its members (Bogenschneider & 
Corbett,  2004 ), and family fi nancial socialization 
is a complex process that needs future theoretical 
and empirical research to understand its key fac-
tors and interrelationships of these factors. It is 
encouraging that researchers are conducting lon-
gitudinal research (Shim et al.,  2015 ) and gather-
ing data from multiple members of family units 
(Chowa & Despard,  2014 ). A major limitation of 
past studies that include fi nancial socialization 
components is an over-reliance on cross- sectional 
designs. In fact, one of the broad criticisms that 
has been leveled at various types of consumer 
fi nance research is that the body of research is 
overly dependent on cross-sectional data 
(Gudmunson & Danes,  2011 ). Cross-sectional 
research presents a formidable challenge for 
understanding the processes that are part of fi nan-
cial socialization because, by defi nition, social-
ization is a process that requires over-time data to 
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be maximally assessed and causality cannot be 
determined through cross-sectional designs. 
Furthermore, many cross-sectional studies in the 
fi eld of  consumer fi nance   often use the concept of 
fi nancial socialization as a theoretical explana-
tion for why certain direct associations are found, 
but these studies do not include indirect linkages 
that may present a clearer picture of fi nancial 
socialization processes. 

 Finally, the picture that emerges from a syn-
thesis of the literature on fi nancial socialization is 
that agents of socialization that do make a differ-
ence, do so pervasively and with long-lasting 
effects. The notion that a child is impacted by 
parents social and fi nancial infl uences only for 
the time that they share a roof, and that college 
students immediately adopt the principles taught 
them in fi nancial education courses, and that 
adults individually and rationally make fi nancial 
decisions is an oversimplifi ed and inaccurate 
view. While most educators, researchers, and 
practitioners will admit that the realities are much 
more complex than this, there is much more that 
can be done to take emerging views of fi nancial 
socialization into view in building curriculum, 
designing studies, and providing fi nancial coun-
seling and planning that are effective. Such work 
will require refi nement and accuracy in measure-
ment, more longitudinal investigations, greater 
integration of client’s social networks and access 
to fi nancial institutions in the course of fi nancial 
education, and a much better understanding of 
psychosocial motivating factors that arise from 
fi nancial socialization. 
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