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In troduction

In this article, we offer conceptual and empirical insight for understand-
ing the psycho-social variables that impact the acquisition of credit cards 
by college students and their ultimate use. Along this line of inquiry, and 
at a time when rising tuition, fewer grants and reduced state support 
has contributed to historic levels of student debt, a growing stream of 
research is investigating factors that impact ‘financially risky’ credit card 
usage by college students. For example, recent studies discuss parental 
involvement (Norvilitis and MacLean, 2010), impulsivity and compul-
sivity (Pinto and Mansfield, 2006; Wang and Xiao, 2009), financial anxi-
ety (Nga et al, 2011), social status and materialism (Limbu et al, 2012), 
and locus of control (LOC) (Pirog and Roberts, 2007).

A recent study by Mae (2009) found that college seniors average 
US$4100 in credit card debt by the time that they graduate. This same study 
notes that 84 per cent of students own a credit card, the average number 
of cards per student is 4.6, 40 per cent admit they charge their card 
knowing they do not have the resources to pay it off and 45 per cent 
say they experience high levels of anxiety regarding their credit card 
balance. A factor contributing to high-debt acceptance among college 
students are the marketing efforts taken by credit card companies to 
acquire student users through intense direct mail campaigns, Internet 
and e-mail communications, and campus affinity programs (Sidoti and 
Devasagayam, 2010; Silver-Greenberg and Elgin, 2008; Thomas et al, 
2011–2012). Compounding the problem is that college students often 
lack even a basic understanding of financial knowledge required to 
make informed choices (Warwick and Mansfield, 2000; Wang, 2012).

In response, the Obama administration received bipartisan support for 
the Credit Card Accountability, Responsibility, and Disclosure Act of 2009 
(CARD). The CARD Act prohibits companies from giving credit cards to stu-
dents under 21 unless they provide evidence of the ability to pay or have a 
co-signer, restricts companies from giving away free gifts as part of on cam-
pus marketing practices, bars credit bureaus from disclosing student contact 
information for mail and other marketing efforts, and mandates disclosure 
of contracts pertaining or agreements regarding credit card marketing.

Although the CARD Act has merit, Hawkins (2012) found that many 
college students are still qualifying for credit cards without proof of 
sufficient income to pay off their balances. These students also indi-
cated that they are receiving a large number of credit card marketing 
efforts via varied communication channels. Equally problematic, the 
issuer-college disclosure requirement has led to virtually no change in 
the number of agreements for in campus marketing efforts. Protection 
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from credit card acquisition is important in that total credit card debt 
is highly correlated with the number of credit cards students have at 
their disposal (Hayhoe et al, 2005). While total credit card debt is down 
from 2009, Transunion reported that the average credit-card debt per 
borrower approaches $5000, a 4 per cent increase from 2011 (Wall Street 
Journal, 2013). Although external factors such as the financial crisis of 
2008 have impacted indebtedness, college students are also to blame 
because of potentially irrational financial decision-making processes 
(Amar et al, 2011; Bearden and Haws, 2012).

Excessive debt leads to serious economic, social and psychological 
consequences for college-aged students (Palmer et al, 2001; Dwyer et al, 
2011). Faced with taxing financial situations, graduates with high debt 
report daily emotional stress, low self-esteem, decreased confidence in 
managing economic resources and diminished psychological well-being 
(Norvilitis et al (2003); Goetz et al, 2011. Long-term detriments include 
a higher likelihood to default on student loans, bankruptcy and dam-
aged credit history, increased college dropout rate, difficulty finding 
employment after graduation, poor mental health and, in some cases, 
attempted suicide (Berg et al, 2010; Robb and Pinto, 2010). Although 
these psychosocial effects vary among college-aged students, the impact 
is significant and warrants attention (Harrison, 2012). Research is thus 
needed to understand psycho-social stressors to students’ financial 
well-being and for informing public policy seeking to limit predatory 
practices by credit companies (Slowik, 2012).

Despite these concerns, research is needed that investigates the vari-
ety of factors affecting students’ decisions to acquire and use credit cards 
(Chudry et al, 2011; Limbu et al, 2012). Lacking are comprehensive and 
integrative models that examine a range of antecedent factors and psy-
chological processes that may lead to potentially risky credit behaviors 
of college students (Xiao et al, 2011). Moreover, because acquiring a 
credit card is new to many college students, integrative research that 
investigates the psychological and sociological drivers of credit card 
acquisition and their use is warranted (Chan et al, 2012).

The purpose of this article is to answer the call for more comprehen-
sive research that frames credit card acquisition and use in terms of per-
sonality traits, psychological constructs and social behaviors (Xiao et al, 
2011; Chan et al, 2012; Harrison, 2012; Limbu et al, 2012). We develop 
and test two empirical models to determine the convergence and diver-
gence of these antecedents on how many credit cards people acquire and 
how much debt they accrue. We contribute to the literature by empirically 
investigating the conceptual underpinnings of these two divergent credit 
card behaviors. To our knowledge, this is the first study to examine how 
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these antecedents differentially affect two distinct credit card behaviors, 
both of which have economic and psycho-social implications.

Literature review and model  development

Credit card acquisition ver sus credit card debt balance

The bulk of credit card research has focused on debt acquisition rather 
than the number of credit cards acquired. The CARD Act, however, was 
enacted to address both issues. Regarding the acquisition of credit cards, 
the CARD Act places restrictions on the marketing practices used by credit 
card companies to acquire customers, and especially when targeting col-
lege students. Credit card debt is impacted in part vis-à-vis the require-
ment that students have the ability to pay (on their own and/or parents 
as cosigners). Although the number of credit cards is positively associated 
with total credit card debt (Hayhoe et al, 2005), we are particularly inter-
ested in whether they differ in terms of psycho-social antecedents.

As Figure 8.1 shows, the antecedent variables in our model contain 
six psycho-social dimensions: parental involvement, LOC, compulsiv-
ity, impulsivity, social status and materialism, and financial anxiety. 

PSYCHO - SOCIAL
DIMENSIONS

Number of 
Credit Cards

Credit Card
Balance

Gender

CREDIT CARD
OUTCOMES CONTROLS

Social
Status

Parental
Involvement

Compulsivity

Impulsivity

Locus of
Control

Financial
Anxiety

Years in
School

Figure 8.1 Proposed psycho-social credit c  ard model
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Although these variables have all been found to independently impact 
credit card usage, based on calls for comprehensive research that exam-
ines their interrelationships, our study seeks to understand their joint 
direct and indirect impact as well (Xiao et al, 2011; Harrison, 2012; 
Limbu et al, 2012). Our two dependent variables are number of credit 
cards and total credit card debt (Chan et al, 2012), outcome variables 
that to the best of our knowledge have not been compared and con-
trasted in comprehensive frameworks. In Table 8.1 we summarize key 
studies used to select our independent variables in our model.

Table 8.1 Review of the literature

  Conceptualization Authors General findings

Parental 
involvement

Parental involvement 
seen as a positive 
mechanism for 
preparing students 
for prudent credit 
card use while 
attending college

Joo et al (2003); 
Limbu et al 
(2012); Norvilitis 
and MacLean 
(2010); Xiao 
et al (2011)

Parental 
involvement 
reduces credit 
card debt

Compulsivity Part of a broader 
addictive behavioral 
trait that consists of 
recurring, purposeful 
and often ritualistic 
consumer spending 
patterns

Joireman et al 
(2010); Norum 
(2008); O’Guinn 
and Faber (1989); 
Park and Burns 
(2005); Palan et al 
(2011); Roberts 
(1998); Roberts 
and Jones (2001); 
Wang and Xiao 
(2009)

Although not 
well studied in 
terms of number 
of credit cards, 
compulsivity is 
associated with 
riskier credit 
behavior

Impulsivity Personality trait 
favoring immediate 
actions with little 
consideration 
for long-term 
consequences

Baumeister 2002; 
Bernthal et al 
(2005); Desarbo 
and Edwards 
(1996); Mansfield 
et al (2003); Nga 
et al (2011); 
Palmer et al 
(2001); Pirog and 
Roberts (2007); 
Plunkett and 
Buehner (2007); 
Soman (2001); 
Verplanken and 
Sato (2011)

Impulsivity is 
associated with 
riskier credit 
behavior

(continued)



182 James W. Peltier et al.

  Conceptualization Authors General findings

Social status 
materialism

Consumers evaluate 
themselves and 
others according to 
their possessions, 
placing a premium 
on social status as a 
lifestyle facilitator

Limbu et al 2012); 
Nga et al (2011); 
Park and Burns 
(2005); Roberts 
(1998); Roberts 
and Jones (2001); 
Wang and Xiao 
(2009)

Projecting 
social status 
through material 
possessions 
and purchases 
increases credit 
card usage

Locus of 
control

Propensity to the 
underlying cause of 
outcomes in terms 
of rewards and 
punishments. 
Internals feel they 
have more control 
than externals

Caputo (2012); 
Joo et al (2003); 
Pinto et al 
(2004); Plunkett 
and Buehner 
(2007); Tokunga 
(1993); Warwick 
and Mansfield 
(2000); Wang 
et al (2011); 
Watson (2009); 
Xiao et al 2011

Externals have 
more positive 
attitudes toward 
money and 
credit, manage 
credit cards and 
money more 
irresponsibly, 
and have higher 
credit card debt

Financial 
anxiety

Emotional anxiety 
related to money 
and debt

DeSarbo and 
Edwards (1996); 
Joireman et al 
(2010); Lim and 
Sng (2006); 
O’Guinn and 
Faber (1989); 
Pinto et al 
(2004); Ridgway 
et al (2008); 
Shapiro and 
Burchell (2012)

Financial anxiety 
is associated 
with greater 
credit card debt

Table 8.1 Continued

Consumer socialization

Consum er socialization has been viewed as the process through which 
children and teens acquire knowledge and attitudes needed for function-
ing in the marketplace (Ward, 1974). As part of this learning process, 
young people are influenced by others across a wide range of consumer 
behaviors through consumption symbolism, social motives and materi-
alism (John, 1999).

Although not the sole socialization mechanism, parental involvement 
plays a role in teaching children appropriate attitudinal and behavioral 
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skills for interacting in the marketplace (Carlson and Grossbart, 1988; 
Yu, 2011). Specific to financial skills, parental involvement is a positive 
mechanism for preparing students for prudent credit card use while 
attending college (Xiao et al, 2011). For example, Joo et al (2003) find 
that the students whose parents frequently used credit cards were more 
likely to maintain positive attitudes toward credit and credit cards. In 
contrast, students whose parents mismanaged credit card debt used 
credit cards less frequently than those who witnessed positive spending 
habits. As such, positive and frequent parental involvement in both 
the pre- and post-acquisition stages is associated with lower credit card 
balances (Norvilitis and MacLean, 2010; Limbu et al, 2012). Consistent 
with the CARD Act, students may receive pre-acquisition support from 
their parents by having them as co-signers.

Hypothesis 1: Parental involvement is (a) positively related to the num-
ber of credit cards and (b) negatively related to total credit card debt.

Compulsive and impulsive buying beha viors

Compulsive buying is defined as the inability to control purchasing 
behavior and is typically seen through the lens of uncontrollable and 
irrational decision processes (Lo and Harvey, 2011). Broadly, O’Guinn 
and Faber (1989) characterize compulsive buying as part of a broader 
addictive behavioral trait that consists of recurring, purposeful and 
often ritualistic consumer spending patterns. Compulsive buying thus 
has the potential to negatively impact consumer welfare because of 
emotional and interpersonal consequences of debt (Park and Burns, 
2005). In many ways, college students are conditioned to associate 
credits cards with unrestrained spending, partly as a result of vigorous 
on-campus marketing efforts by credit card companies (Manning, 2000; 
Pinto and Mansfield, 2006). Research shows that compulsive buyers are 
likely to have a greater number of credit cards and exhibit less restraint 
when using these cards (O’Guinn and Faber, 1989; Roberts, 1998; 
Roberts and Jones, 2001; Wang and Xiao, 2009). Compulsive credit card 
behavior by college students is due in part to ‘living in the moment’ 
(Norum, 2008). Specific to the current context, high levels of compul-
sivity among college students may lead to more credit cards (Palan et al, 
2011) and greater debt (Joireman et al, 2010).

Impulsive buying behavior has been characterized as an unintended, 
less deliberate and irresistible decision-making process (Rook and 
Fisher, 1995; Solomon, 2007; Lai, 2010). Rook and Fisher (1995) argue 
that impulsivity is a personality trait favoring immediate actions with 
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little consideration for long-term consequences. Consumer researchers 
define impulsivity in terms of sudden and unplanned buying experi-
ences undertaken to attain immediate gratification without financial 
forethought (Sengupta and Zhou, 2007; Thomas et al, 2011–2012). 
This immediacy orientation often causes conflict between the urge to 
consume versus the willpower to resist temptation (Zhang and Shrum, 
2009). Credit cards magnify this conflict in that easy use of credit 
increases the ability and willingness to buy while pushing financial 
obligations off to a later date (Bernthal et al, 2005; Verplanken and Sato, 
2011). Of interest, Palmer et al (2001) and Pirog and Roberts (2007) 
argue that credit card acquisition is itself an impulse buy. As a group, 
students often have low self-control and are more likely to focus on 
immediate benefits (Baumeister, 2002) and can readily use their credit 
card without an immediate depletion of funds (Soman, 2001). Research 
suggests impulsive students are more likely to maintain a credit card 
balance and to engage in risky financial behavior (Mansfield et al, 2003; 
Plunkett and Buehner, 2007).

Although impulsive buying and compulsive buying are internal 
consumer traits, clear social-psychological distinctions exist (Faber and 
O’Guinn, 2008). While both impulsive and compulsive buying behav-
iors are marked by an inability to control purchase desires (Chudry et al, 
2011; Wang et al, 2011), compulsive buying represents a chronic loss of 
control, whereas impulse purchases occur through a situation-specific 
loss of self-control (Baumeister, 2002; Wang and Xiao, 2009). Impulse 
and compulsive buying differ in terms of triggering mechanisms. 
Impulsive buying is ignited via an external trigger (for example, market-
ing stimulus), whereas compulsive buying behavior is a result of stable 
internal traits (Desarbo and Edwards, 1996). Compulsive spending is 
thus an ongoing and enduring propensity to buy, whereas impulsive 
spending represents unreflective and spontaneous buying (Nga et al, 
2011). We posit:

Hypothesis 2: Compulsive buying behavior is positively related to the 
(a) number of credit cards and (b) total credit card debt.

Hypothesis 3: Impulsive buying behavior is positively related to the 
(a) number of credit cards and (b) total credit card debt.

LOC

LO C refers to the propensity to view the world and the underlying 
cause of outcomes in terms of rewards and punishments (Rotter, 1966). 
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Consumers with an internal LOC orientation believe that they desig-
nate their fate and are in control of their behaviors, rewards and losses 
(Pinto et al, 2004). These individuals take active approaches to secure 
desired outcomes, accept more responsibility for their actions and use 
risk avoidance strategies (resist urge to buy) to cope with future losses. 
People with an external LOC attribute their actions and outcomes to 
outside forces beyond their control. They are thus more likely to feel 
the need to take charge of their lives through external controls and 
risk acceptance mechanisms (that is, purchase) in their environment 
(DeSarbo and Edwards, 1996).

Research suggests that external LOC consumers and internal LOC 
consumers hold discrepant views toward credit, money and purchase 
behaviors (Xiao et al, 2011; Caputo, 2012). For the most part,  college 
students feel that credit cards are good when used appropriately 
(Warwick and Mansfield, 2000), and thus fall under their spending 
 control. Compared with internals, externals are believed to have more 
positive attitudes toward money and credit, are less likely to manage 
credit cards and money responsibly, act compulsively, and have higher 
credit card debt (Tokunga, 1993; Wang et al, 2011; Caputo, 2012). 
Specific to college students, research evidence exists that externals 
are less risk adverse regarding debt purchases and carry higher bal-
ances than internals (Joo et al, 2003; Plunkett and Buehner, 2007). 
Researchers have begun to operationalize LOC credit card behaviors in 
terms of whether individuals pay off balances with other credit cards or 
other loans, hide their debt from others, purchase as a form of external 
self-expression, align with their spending habits to conform with oth-
ers in their social group and whether they in fact even intend to pay 
what they owe debt obligation (Joo et al, 2003; Watson, 2009; Xiao et al, 
2011). We propose that:

Hypothesis 4: A positive relationship exists between external LOC and 
(a) the number of credit cards and (b) total credit card debt.

Status c onsumption and materialism

Materialistic and status-seeking consumers tend to evaluate themselves 
and others according to their possessions, placing a premium on social 
status as a lifestyle facilitator (Bernthal et al, 2005). Recent research sug-
gests that projecting a certain social status through material possessions 
and purchases is directly related to increased credit card usage (Park and 
Burns, 2005; Limbu et al, 2012). For students, credit cards are a means 
by which they develop and maintain social status (Roberts, 1998; Wang 
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and Xiao, 2009; Nga et al, 2011). Students who place greater importance 
on materialistic purchases often do so to achieve social goals or status 
(Sidoti and Devasagayam, 2010), which in turn has been found to lead 
to greater credit card debt (Nga et al, 2011; Limbu et al, 2012). Along 
these same lines, Roberts and Jones (2001) found a direct relationship 
between power and prestige (see also Yamauchi and Templer, 1982) and 
excessive buying by college students.

Hypothesis 5: A status seeking and materialistic orientation is posi-
tively related to (a) the number of credit cards and (b) total credit 
card debt.

Financia l anxiety

Termed financial anxiety, Shapiro and Burchell (2012) position it as 
a ‘conscious and intuitive emotional anxiety toward one’s personal 
finances’ (p. 92), often leading to a mismanagement of money and debt. 
Financial anxiety emerged as an important construct from investiga-
tions of financial attitudes (Lim and Sng, 2006), and is based in part 
on subscales measuring general attitudes toward money, most notably 
Yamauchi and Templer’s (1982) Money Attitude Scale and Furnham’s 
(1984) Money Beliefs and Behavior Scale. Financial anxiety may be 
explained in part by the notion that excessive buying produces more 
anxiety (O’Guinn and Faber, 1989; Pinto et al, 2004), leading to a 
cycle of additional shopping as a means of alleviating stress and worry 
(DeSarbo and Edwards, 1996). This view is supported by recent research 
showing that compulsive consumers tend to have higher levels of stress 
consistent with financial anxiety (Ridgway et al, 2008; Joireman et al, 
2010). In this regard, financial anxiety may be both an antecedent 
and consequence of debt. While financial anxiety as an antecedent for 
explaining credit card acquisition and debt has been largely untested, 
and few scales exist to measure this construct (Shapiro and Burchell, 
2012), we propose the following:

Hypothesis 6: High anxiety is positively related to the number of credit 
cards and total credit card debt.

Method

Sample

A total  of 205  students enrolled in six marketing classes and two psy-
chology classes at a Midwestern University participated in the study. 
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Participating students were offered extra credit. To obtain a needed mix 
of students with varied class-standing status, these classes ranged from 
courses available to freshmen (Introduction to Psychology) to those 
required by juniors and seniors (Principles of Marketing). Table 8.2 
provides the profile of respondents. As a note, 22.9 per cent had a credit 
card balance over $1000, a benchmark for risky credit behavior (Xiao 
et al, 2011).

 Measure development

We first conducted an extensive literature review to identify potential 
psycho-social dimensions to include in the questionnaire. We then 
conducted 40 student interviews and three focus groups that involved 
general discussions of their credit card behaviors. The unpublished find-
ings from this qualitative assessment along with the literature review 
were used to develop our survey instrument. All questions were original 
(though adapted from the literature) and were measured on a 5-point 
Likert scale ranging from 1 = ‘strongly disagree’ to 5 = ‘strongly agree’. 
The two dependent measures, total number of credit cards and balance 

Table 8.2 Respondent pro  file

Gender Per cent

Male 52
Female 48
Class standing
Freshman/sophomore 21.5
Junior 51.7
Senior 26.8
Number of credit cards
One 17.6
Two 39.0
Three 20.0
Four 7.3
Five 16.1
Mean number = 2.65 cards

Total credit card balance
Pay balance each month 45.9
$1–$500 23.9
$501–$1000 7.3
$1001–$1500 7.8
>$1500 15.1
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carried, were self-reported. The questionnaire was then distributed to 
the 205 student volunteers.

• Financial anxiety (α = 0.80): Seven-item measure adapted from Roberts 
and Jones (2001), Nga et al, (2011) and Pinto et al, (2000).

• Impulsivity (α = 0.80): Five-item measure adapted from Rook and 
Fisher (1995), Pirog and Roberts (2007), Nga et al, (2011) and Wang 
and Xiao (2009).

• Complusivity (α = 0.73): Four-item measure adapted from Faber and 
O’Guinn (1992) and Wang and Xiao (2009).

• Parental involvement (α = 0.78): Five-item measure adapted from 
Palmer et al (2001) and Norvilitis and MacLean (2010).

• Locus of control (α = 0.70): Five-item measure adapted from Rotter 
(1966), Roberts and Jones (2001), Pirog and Roberts (2007) and Nga 
et al (2011).

• Social status and materialism (α = 0.70): Four-item measure adapted 
from Nga et al (2011).

• Gender and class standing: Used as control variables to ascertain 
whether the hypothesized relationships exist after gender and age are 
accounted for in our models (Joo et al, 2003; Lyons, 2004; Hayhoe 
et al, 2005).

Initially, we subjected the data to an exploratory principal compo-
nents factor analysis to verify dimensionality and the resulting dimen-
sions and items were subjected to an item-to-total correlation analysis 
and eliminated those with low item-to-total correlations. On the basis 
of previous research and our extensive item development process, 
we hypothesized six psycho-dimensions. As hypothesized, six factors 
emerged, all of which had coefficient α’s above the acceptable level 
of 0.70 for exploratory research (Nunnally, 1978). In that, the aver-
age communality across all the dimensions was 0.535 and the factor 
loadings sufficiently high, a sample of 205 students is acceptable for 
determining dimensionality (for a review, see MacCallum et al, 1999) 
(Table 8.3).

Results

Using SPS S Version 20, we first correlated the number of credit cards 
with balance carried, noting a Pearson correlation coefficient of 0.358 
(P < 0.001), indicating that they are related but also capture different 
variation. Using multivariate regression, we used factor scores for each 
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of the six psycho-social dimensions as independent variables; gender 
and class standing were used as control variables. The two tested models 
were:

Number of credit cards
 = B0 + β11*(Parental involvement) 

+ β21*(Compulsivity) + β31*(Impulsivity) 
+ β42* + (LOC) + β51*(Social status)
+ β61*(Financial anxiety) (1)

Total debt = B0 − β12*(Parental involvement) 
+ β22*(Compulsivity) 
+ β32*(Impulsivity) + β42*(LOC) 
+β52*(Social status) 
+ β62* (Financial anxiety) (2)

As Table 8.4 shows, both the regression explaining number of credit 
cards (R2 = 0.211, F = 6.36, P = 0.000) and the regression explaining total 
credit card debt (R2 = 0.290, F = 9.68, P = 0.000) were highly significant. 
The multivariate tests show that all the psycho-social dimensions, with 
the exception of parental involvement (P < 0.10), significantly contrib-
uted to the joint explanation of the dependent variables. However, 
when we look at the separate regression, except for mental impulsivity 
and social status, which were significant in both models, each of the 
remaining variables was significant in only one of the two models, thus 
supporting our contention that different psycho-social processes influ-
ence total debt and the number of cards. Table 8.5 presents a summary 
of results for each of the hypotheses.

In the number of credit cards model, four of the psycho-social dimen-
sions were significant predictors, as were gender and year in school. All 
the significant relationships were in the hypothesized direction. In terms 
of the relative impact of the psycho-social dimensions on the number 
of credit cards, compulsivity had the strongest influence (β = 0.321, 
P < 0.001), followed by impulsivity (β = 0.189, P < 0.05) and social status 
(β = 183, P < 0.05). Parental involvement, anxiety and LOC were not sig-
nificant predictors of the number of credit cards held by students. For 
the control variables, women had more credit cards (β = 0.506, P < 0.01), 
as did respondents with more years in school (β = 0.273, P < 0.01).

Five of the six psycho-social dimensions were significant predic-
tors of the total credit card balances maintained by students. In this 
model, gender was not a significant predictor of students’ outstanding 
credit card balances. Anxiety (β = 0.437, P < 0.001) and LOC (β = 0.376, 
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P < 0.001), neither of which was significant in the total number of credit 
cards model, were the two strongest predictors of credit card balance. 
Social status (β = 0.317, P < 0.001) was the third strongest predictor, 
followed by impulsivity (β = 0.278, P < 0.01) and parental involvement 
(β = −0.193, P < 0.05). All but compulsivity variables were in the hypoth-
esized direction.

Discussion and conclus ion

Answering the calls for comprehensive models of credit card usage 
(Norvilitis et al, 2006; Pirog and Roberts, 2007; Xiao et al, 2011; Chan 
et al, 2012), our results provide preliminary support for such a model. 
The findings support the psycho-social framework that models predict-
ing the number of credit cards students own and their subsequent level 
of debt are multidimensional and complex. Specifically, our six psycho-
social variables and two control variables accounted for 21.1 per cent of 
the variation on the number of credit cards acquired and 29 per cent of 
the variation in total debt accrued. Individually, our results are consistent 
with past credit card research that compulsivity, impulsivity, financial 
anxiety, social status and external LOC lead to more credit usage and 
parental involvement leads to lower balances. Collectively, we extend 
the research by showing that these variables differentially influence the 

Table 8.5 Review of hypotheses:   Number of credit cards and total credit card debt

 

 

Dependent variable: 
Number of credit cards

Dependent variable: 
Total credit card debt

Hypothesized 
direction

Hypothesis 
supported?

Hypothesized 
direction

Hypothesis 
supported?

Parental 
involvement 
(Hypothesis 1)

+ No − Yes

LOC 
(Hypothesis 2)

+ No + Yes

Compulsivity 
(Hypothesis 3)

+ Yes + No

Impulsivity 
(Hypothesis 4)

+ Yes + Yes

Social status 
(Hypothesis 5)

+ Yes + Yes

Anxiety 
(Hypothesis 6)

+ No + Yes
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overall number of credit cards owned and credit card debt accumula-
tion. However, because our sample was relatively small, from only two 
different courses (though six total sections) and one university, research 
is needed to determine whether our psycho-social dimensions and 
results are generalizable in other contexts.

In particular, our findings show that positive parental involvement 
is associated with lower overall debt balance. Parental involvement 
throughout the socialization process and beyond proves to be an inte-
gral component in creating mindful debt practices for young adults 
(Dotson and Hyatt, 2005). It is not always possible for parents to pre-
vent financial mistakes; however, stricter access to financial instruments 
for students as well as forms disclosing or highlighting the implications 
of their decision could prove useful in credit card accumulation.

Through the active control of behaviors (Pinto et al, 2004) and the 
delay losses perspective with an external orientation (Plunkett and 
Buehner, 2007), we find that LOC is the second most powerful predic-
tor of students’ credit card balances. In part, the practice of shifting debt 
from one credit account contributed to higher debt balances. In general, 
LOC has not been widely studied in this context. Previous research 
using an either/or approach to LOC has limited research capabilities. 
By merging psycho-social characteristics that may not be unique to a 
single group and/or that are more collectively effective, our research 
contributes to the existing literature base by testing a more compre-
hensive LOC construct and is consistent with recent findings by Xiao 
et al (2011). Although the CARD Act has not impacted how many cards 
college students have, public policy in the form of stricter qualification 
rules as they relate to the number of cards younger people have and/or 
how balances are transferred should be considered.

Our findings for compulsive and impulse behavior tendencies support 
the notion that though these factors share some similar characteristics, 
each influences credit card usage and debt differently. Compulsivity is 
a long-term and ongoing trait, whereas impulsivity is context-specific 
(Solomon, 2007). Notably, both compulsivity and impulsivity are sig-
nificant predictors of the total number of credit cards a person owns. 
However, impulsivity is a significant predictor of credit card balances, 
whereas compulsivity is not. A possible explanation is that students are 
relatively inexperienced credit card users and lack the compulsive char-
acteristics associated with long-term credit use. Similarly, inexperience 
with credit overall may be driving this opposite effect with impulsive 
buying behaviors because students quickly learn that credit cards allow 
on-demand purchases. This finding points to an important research 
avenue warranting further attention.
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As anticipated, social status proved to be a significant predictor of 
the number of credit cards and credit card balance in both models. As 
college life entails many social encounters, and consumption facilitates 
social status for college students and consumers in general, this finding 
supports prior research (Roberts, 1998). On the one hand, aspirational 
behavior is prompted by the multitude of mass media and advertising 
expounding the social- and status-enriching benefits credit cards offer. 
With continuous social demands placed on college students despite 
social class, additional research is necessary to understand the role of 
social pressure in student debt accrual. Our results thus lend support 
to Limbu et al (2012) showing that status and materialism lead to 
increased credit card debt (though not number acquired).

Although not a significant predictor of the number of credit cards 
owned, anxiety is the most influential factor on credit card balances 
maintained. Psychological stress related to credit card debt can have 
potentially devastating effects on college students (Roberts and Tanner, 
2000), particularly when embarking on a new life phase. Our findings 
show that financial anxiety is associated with greater debt but not the 
number of credit cards acquired. Developing educational materials and 
implementable management tools for inexperienced users to moderate 
debt is a first step in mitigating the debt crisis faced by many entering 
the workforce. Of interest, a question remains whether financial anxiety 
leads to a cycle of shopping as a means of alleviate ensuing stress and 
worry and thus whether it is an antecedent or consequence of credit 
card debt, or both. As financial anxiety was used as a predictor of credit 
card acquisition and debt in our models, future research should inves-
tigate the sequential ordering of these relationships through structural 
equation modeling and/or simultaneous equations.

Overall, our findings suggest that young adults in our sample who 
give in to impulsive behavior have greater financial debt. Combined 
with financial stress, lack of parental involvement and easy access to 
credit cards, the psycho-social factors that make up the young student 
personality can have devastating effects in terms of their financial well-
being. As a consequence, collaborative efforts by government, business 
and society are needed to curtail irresponsible spending. However, gov-
ernmental or business financial education programs, while efficient in 
providing the scope for responsible spending, may not be as effective in 
terms of the implementation of a responsible financial record. Future 
research should look into the most effective ways of transfer of social 
behavior in terms of financial awareness.

Finally, although our proposed framework in its current form proves 
reliable and valid for exploratory purposes, additional research is 
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required to study non-linear, interactive and other more complex mod-
els. Moreover, our model only investigated six psycho-social variables, 
additional psychological, sociological and economic factors influencing 
credit card usage and total debt should be explored. Subsequent research 
might endeavor to conceptualize and test these pathways, which would 
prove beneficial for predicting credit card usage and crisis debt within 
a college context. Our models should be evaluated across the consumer 
age lifecycle to determine whether the importance of these psychosocial 
constructs evolve over time.
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