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Abstract This study examined financial capability and

economic hardship among low-income older Asian immi-

grants in a supported employment program (N = 142).

Financial capability was defined as a combination of

financial literacy, financial access, and financial function-

ing. Economic hardship was defined as the inability to meet

basic needs. Results demonstrated that the majority of the

sample had difficulty meeting basic needs. Most respon-

dents answered basic financial knowledge questions

incorrectly, and few applied prudent financial management

skills. Results indicated that financial access and financial

functioning were negatively associated with the risk of

experiencing economic hardship, whereas financial literacy

was not significantly associated. These findings call for

active public policies and programs that address economic

challenges among low-income Asian immigrants by

enhancing their financial capability.

Keywords Elderly Asian immigrants � Material

hardship � Financial access � Financial literacy �
Economic security

Introduction

Older immigrants are economically vulnerable. A sub-

stantial proportion of older immigrants live in poverty,

despite higher participation rates in public assistance pro-

grams when compared to their native counterparts (Burr

et al. 2008; Nam and Jung 2008). Lower income levels

among older immigrants may be explained by the lower

percentage of individuals with Social Security benefits and

other sources of retirement income (e.g., pensions). About

70 % of older immigrants are covered by Social Security

benefits compared to almost universal coverage among

native older adults, and only 22 % of older immigrants

have retirement income other than Social Security while

44 % of native older adults do (Borjas 2009).

Older Asian immigrants are no exception to these

trends: The poverty rate is 14 % among older Chinese

immigrants, 21 % among older Korean immigrants, and

24 % among older Vietnamese immigrants (Phua et al.

2007). This is contrary to public perception of the eco-

nomically successful Asian American. High poverty rates

among older Asian immigrants are a serious social and

economic issue considering the rapid growth in this pop-

ulation. Asian Americans are the fastest-growing racial

group in the United States, with an estimated population

growth rate of 46 % between 2000 and 2010, higher than

Hispanics’ (43 %) (Asian Americans Advancing Justice

2011). Older Asian Americans also show rapid growth

rates. The percentage of Asian Americans among older

adults (65 years old or older) rose from 1.4 % in 1990 to
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3.4 % in 2010. It is notable that nearly 75 % of Asian

Americans are foreign-born (Pew Research Center 2012).

The population of older Asian immigrants (age 65 and

over) is expected to reach 7.5 million by 2050, 8.5 % of all

older adults in the United States (Federal Interagency

Forum on Aging-Related Statistics 2012; He et al. 2005).

The demographic trend of older Asian immigrants suggests

that it is critical to address the economical vulnerability

faced by this population.

In addition to a high poverty rate, older Asian immi-

grants tend to have low levels of financial capability, which

may exacerbate their economic vulnerability. Financial

capability—which can be conceptualized as a combination

of financial knowledge, financial access, and financial

functioning (Huang et al. 2013)—likely reduces the risk of

economic hardship. Given the same amount of economic

resources, individuals with high-level financial capability

may develop financial strategies to prevent themselves

from experiencing economic hardship; they are more likely

to allocate their limited economic resources efficiently so

that they can get by during times of economic difficulty.

Unfortunately, older immigrants—especially those who

came to the United States during the later stages of their

lives (old-age immigrants)—have little chance to obtain the

financial knowledge and management skills that are

essential for financial activities in America (Nam et al.

2013). A substantial portion of immigrants experience

difficulty navigating mainstream financial institutions (e.g.,

banks, credit unions) as a result of language barriers and

documentation requirements (Osili and Paulson 2008;

Paulson et al. 2006).

High poverty rates and low levels of financial capability

suggest that older immigrants are at high risk for economic

hardship. Existing literature demonstrates older immi-

grants’ vulnerability with regard to economic hardship as

indicated by high rates of food insecurity (Nam and Jung

2008); unmet consumption needs (Angel et al. 2003); and

low rates of health insurance coverage (Choi 2011; Nam

2008) and health service use (Choi 2011; Wong et al.

2006).

Although existing literature provides invaluable infor-

mation about economic hardship among older immigrants,

our knowledge of this topic is limited, partly because no

existing study tested the role of financial capability.

Financial capability is crucial to understanding economic

hardship in that it affects an individual’s ability to develop

coping mechanisms when faced with economic challenges.

To fill the gap in the literature, the present study examined

the associations between financial capability and economic

hardship among low-income older Asian immigrants with

the use of survey data collected from participants in a

supported employment program: the Senior Community

Service Employment Program (SCSEP) operated by the

National Asian Pacific Center on Aging (NAPCA). All

participants of SCSEP were 55 years old or older and had

income levels of\125 % of the federal poverty guideline.

The findings of the study have important practice and

policy implications to expand older Asian immigrants’

financial capability and improve their economic well-

being.

Background

A Theoretical Framework of Financial Capability

Financial capability is a concept that captures important

elements that positively contribute to an individual’s

financial well-being. Despite the frequent use of this term,

there is no general consensus with regard to its definition

(Birkenmaier and Huang 2013). This study adopted a the-

oretical framework of financial capability that is grounded

in Nussbaum’s capability approach (Nussbaum 1999) and

integrated three elements of financial capability: financial

literacy, financial access, and financial functioning (Sher-

raden 2013; Birkenmaier and Huang 2013). Financial lit-

eracy is the understanding of financial concepts on multiple

financial domains, such as personal finance (e.g., interest,

investment risk), borrowing, saving, and protection (Hu-

ston 2010). Financial access is viewed as the availability

of beneficial and appropriate financial products and ser-

vices (Sherraden 2013; Huang et al. 2013). Financial

functioning is defined by behaviors related to finances, such

as budgeting, saving, making financial decisions, and other

financial management. According to Nussbaum’s capabil-

ity approach (1999), financial literacy is the internal

capability and financial access is the external environment

of an individual to achieve financial functioning. In other

words, financial literacy is the ability to act, financial

access offers the opportunity to act, and financial func-

tioning is the application of financial literacy in a given

external context as reflected by an individual’s financial

behaviors and actions (e.g., financial management) (Sher-

raden 2013; Huang et al. 2013). These three elements of

financial capability are included in the dashed box of

Fig. 1, and their relationships are specified as well: Both

financial literacy and financial access are positively related

to financial functioning.

Financial Capability Among Older Immigrants

Relatively little is known about older immigrants’ financial

capability. Previous research indicates that, in general,

many older adults lack essential financial capability (Gillen

and Kim 2013; Haron et al. 2013; Lusardi and Mitchell

2006; Nam et al. 2013). For example, in one study using
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data from the 2004 Health and Retirement Study, only a

third of older adults gave correct answers to three basic

financial questions about compound interest, inflation, and

risk diversification (Lusardi and Mitchell 2006). The Rand

American Life Panel demonstrated that financial illiteracy

is even more acute among older women, racial minorities,

and those who are the least educated (Lusardi and Mitchell

2007).

The literature also illustrates that immigrants have low

levels of financial capability. Immigrants tend to have low

levels of financial knowledge, especially those with low

levels of education and limited English proficiency. Many

immigrants come to the United States with no prior

knowledge of the US financial system (Paulson et al.

2006). It is not surprising that even well-educated immi-

grants with English proficiency have a difficult time

understanding the financial system and financial products

of their new country, which may be much more compli-

cated than and dramatically different from what was

present in their countries of origin (Osili and Paulson

2006). A qualitative study illustrated that, as a result of

their lack of understanding of financial systems (e.g., the

role of credit history) and financial products (e.g., mortgage

products), immigrants with limited income and a lesser

degree of English proficiency had difficulty obtaining

financial services unless community-based organizations

(CBOs) provided financial guidance (Patraporn et al.

2010).

In terms of financial access, immigrants face the same

barriers as disadvantaged native groups, including the high

costs of banking services (e.g., high account maintenance

fees), lack of credit history, and inconvenient locations and

hours of banking operation (Joassart-Marcelli and Stephens

2010; Newberger et al. 2004; Rhine and Greene 2006). In

addition, documentation requirements (e.g., Social Security

numbers) tend to deter immigrants—especially undocu-

mented immigrants—from opening bank accounts and

applying for mortgages (Paulson et al. 2006). Immigrants

with limited English proficiency have difficulty commu-

nicating with financial institutions due to a lack of

interpretation and bilingual services. Inhospitable atmo-

spheres and discriminatory treatment may further restrict

immigrants’ access to financial services (Osili and Paulson

2008). Immigrants from countries with fragile financial

infrastructures may distrust and avoid mainstream financial

institutions (Paulson et al. 2006). As a result, immigrants’

use of mainstream financial services is less than that of

their native counterparts. Empirical evidence involving

data collected from nonelderly populations showed that the

percentage of unbanked individuals (i.e., those without

transaction bank accounts) is much higher among immi-

grants than among native-born individuals (Rhine and

Greene 2006). Immigrants are instead more likely to use

alternative financial services (e.g., check cashers), which

impose higher fees than mainstream services and do not

improve credit scores (Joassart-Marcelli and Stephens

2010; Paulson et al. 2006). A lack of financial knowledge

and limited access to financial services can lead to unde-

sirable financial functioning; this is reflected by poor

financial management and the inappropriate use of finan-

cial products.

To the best of our knowledge, there has only been one

empirical study of financial capability among older immi-

grants (Nam et al. 2013). With the use of survey data

collected from low-income older immigrants from Asia,

Nam et al. (2013) demonstrated that this population has

low levels of financial knowledge. The average number of

correct answers was one out of four when answering basic

financial questions about compound interest, bank interest

rates, credit scores, and credit card debt management. The

findings of this study indicate that the lack of financial

capability could be an important predictor of economic

vulnerability among older Asian immigrants.

Economic Hardship and Older Immigrants

There is increased research interest in economic hardship

as a measure of economic well-being (Beverly 2001;

Ouellette et al. 2004). In addition to traditional, income-

based measures (e.g., the federal poverty threshold),

Financial Literacy

Financial Access

Financial 
Functioning 

Economic 
Hardship

+

+

_

Financial Capability

Fig. 1 Financial capability and

economic hardship among older

Asian immigrants: A theoretical

framework
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economic hardship has been defined as a family’s inability

to meet basic economic needs (Heflin et al. 2009), such as

food, housing, and medical services (Ashiabi and O’Neal

2007; Beverly 2001). Terms such as material hardship and

financial hardship have been used interchangeably with

economic hardship when discussing these issues. The

consumption-based indicators of economic hardship, which

are directly linked to the outcomes of in-kind public

assistance programs, enable a multidimensional evaluation

of economic well-being and provide important insights into

the financial strains and challenges individuals face when

trying to meet their basic needs (Ouellette et al. 2004).

Economic hardship varies in response to individual

socioeconomic characteristics and household composition.

Heflin et al. (2007) suggested that there are three mecha-

nisms that may account for economic hardship: availability

of resources, competing demands, and coping strategies.

Limited economic resources bar individuals and house-

holds from obtaining materials that are needed for basic

consumption. In addition, competing demands for restric-

ted economic resources may force people to make tradeoffs

among their different needs. Finally, given the same

financial circumstances and competing consumption needs,

those with better coping strategies may be able to manage

their resources more effectively and thus lower their risk of

material hardship. Individual coping strategies are likely

associated with one’s financial capability: Individuals who

have financial capability probably develop more effective

coping strategies at the time of economic crises when

compared to those who do not have such capability.

Although there is extensive literature that addresses

economic hardship among different populations—such as

welfare recipients (Danziger et al. 2000), women with

disabilities (Huang et al. 2010; Parish et al. 2009), and

children with disabilities (Parish et al. 2008)—only a

limited number of studies have focused on the population

of older adults. Studies of older adults’ economic hardship

generally do not use consistent measures of that hardship

and often are not conducted on nationally representative

samples; exceptions include the household food insecurity

rates estimated by the US Department of Agriculture and

some studies that have used data from the Health and

Retirement Study. It is estimated that in 2011 food inse-

curity rates for households with elderly members and for

elderly people living alone were 8.4 and 8.8 %, respec-

tively (Coleman-Jensen et al. 2012). With the use of the

1996 Health and Retirement Study data, Tucker-Seeley

et al. (2009) reported that about 20 % of older adults

experienced food or medical hardship. According to the

2004 Health and Retirement Study data, \5 % of indi-

viduals 65 years old or older were facing challenges of

food insufficiency, but more than 40 % had difficulty

meeting health care and housing needs (Alley et al. 2009).

Among older adults, the prevalence of economic hardship

as measured by the need to cut back on food or medications

is about 10 %, according to data from the 2006 Health and

Retirement Study (Levy 2009).

Even fewer studies have examined economic hardship

among older immigrants. Older immigrants without US

citizenship are much more likely to experience food inse-

curity than their native counterparts (17 vs. 10 %) (Nam

and Jung 2008). Older immigrants, especially those without

citizenship and those who recently came to the United

States, are far less likely to have health insurance coverage

than their native counterparts (Choi 2011; Nam 2008),

which results in limited access to preventive and necessary

medical care (Choi 2011; Wong et al. 2006).

Research Hypotheses

The current study hypothesizes that financial capability has

a negative association with economic hardship, as descri-

bed in Fig. 1. More specifically, the study hypothesizes that

all three elements of financial capability—financial liter-

acy, financial access, and financial functioning—are neg-

ative predictors of economic hardship. Financial capability

may reduce the risk of economic hardship via optimal

financial management and planning to increase available

resources, to avoid competing demands, and to develop

appropriate coping strategies for financial strain. For

example, individuals with knowledge of financial protec-

tion and with access to financial services may take actions

to accumulate emergency savings to prepare for negative

income shocks (Babiarz and Robb 2013). Those with high

financial functioning may apply their budgeting practices

to manage any competing needs.

Method

Data and Sample

We used survey data collected from low-income older

Asian immigrants who were enrolled in a supported

employment program, NAPCA’s SCSEP. Funded by the

US Department of Labor, SCSEP provides employment

and training opportunities that promote self-sufficiency

among low-income older adults while they are performing

meaningful community services. NAPCA is currently

operating SCSEP at nine sites in seven states, and most

participants in the program are immigrants from Asia. For

this study, surveys were conducted at three SCSEP sites:

Los Angeles and Orange County in California and New

York City in New York.

The survey questionnaire included 44 questions about

economic hardship, financial capability, demographic and
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household characteristics, and immigration status. The

questionnaire was first developed in English and then

translated into Chinese and Korean. Each translated ques-

tionnaire was also back-translated into English to ensure

the accuracy of the translation.

Because NAPCA’s SCSEP participants must attend

quarterly meetings, the questionnaires were distributed to

SCSEP participants during the March 2012 quarterly

meeting. Bilingual survey administrators attended the

meetings and explained the study; they also informed

participants of their right to not participate and to answer

questions. The Social and Behavioral Science Institutional

Review Board at the University at Buffalo approved the

study design (Study # 4759).

Of the 220 participants who attended the meetings at the

three sites, 183 filled out the questionnaire (83 % response

rate). From these 183 cases, 23 were deleted from the ana-

lysis sample because they did not meet sample selection

criteria (e.g., Hispanic immigrants or US natives); an addi-

tional 18 cases were excluded because they were missing

information related to independent variables used in the

analyses (Table 1). Thus, the final sample size was 142.

Measures

Dependent Variables

Economic hardship was measured with five questions that

asked respondents whether their families had enough money

to afford the following items: housing; clothing; furniture or

equipment; food; and medical care. There were four answer

categories for each question: strongly agree (coded as 0),

agree (1), disagree (2), and strongly disagree (3). A greater

score indicates a higher level of economic hardship.

Independent Variables

The independent variables of this study were the three ele-

ments of financial capability: financial literacy, financial

access, and financial functioning. Financial literacy was

indicated by the respondents’ financial knowledge and their

knowledge of social programs. The survey measured

financial knowledge through four ‘‘true or false’’ questions

(coded 1 for correct and 0 for incorrect) about compound

interest, interest rates, credit card debt, and credit ratings

(e.g., ‘‘All banks give you the same rate of interest on your

savings accounts.’’). To measure financial literacy, this

study included respondents’ knowledge of social programs

in addition to their financial knowledge, because it is

essential for older adults to understand their eligibility for

and the benefits of Social Security and Medicare when

making long-term financial plans. For the majority of older

adults, Social Security benefits are their major income

source, andMedicare is their primary health insurance (Wan

et al. 2005). Respondents’ understanding of social programs

was evaluated with five dichotomous items (coded 1 for

correct and 0 for incorrect) about Social Security and

Medicare, such as program eligibility and benefits (e.g.,

‘‘You can work and still receive Social Security benefits.’’).

In most previous studies (e.g., Beck et al. 2007), financial

access has generally been measured at the macro level [e.g.,

the number of automated teller machines (ATMs) per

100,000 individuals]. Such measures are not available for

the current study; to maintain confidentiality, the survey

Table 1 Sample characteristics (N = 142)

Variables Percentage

Survey location

Los Angeles 46.48

Orange County 16.20

New York City 37.32

Female 57.04

Age

\65 years 46.48

65 years old or older 46.48

Missing 7.04

Age at immigration

\55 years 59.86

55 years old or older 40.14

Ethnicity

Chinese (including Taiwanese) 32.39

Korean 39.44

Other 28.17

Education

Less than high school diploma 16.20

High school diploma 45.07

Bachelor’s degree or higher 38.73

Speaking English well or very well 40.85

Good health 69.72

Currently married 59.86

Household size

1 member 23.24

2 members 43.66

3 or more members 33.10

Visa status at entry

Immigration visa 74.65

Worker or student visa 11.97

Other 13.38

Asset ownership

Credit card 41.55

Checking account 80.99

Long-term savings 36.62

Homeownership 21.13
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questionnaire did not ask about the location of the respon-

dent’s residence. Older Asian immigrants’ access to finan-

cial services was thus indicated by their comfort level with

regard to receiving financial services from mainstream

financial institutions and by their evaluation of mainstream

financial institutions. We assumed that older Asian immi-

grants had higher comfort levels with and more positive

evaluations of mainstream financial institutions if they had

greater financial access. The survey had six questions about

the respondent’s comfort level with formal financial ser-

vices, such as opening an account, depositing and with-

drawing money, and applying for credit cards. There were

four answer categories for each question: very comfortable

(coded as 3), comfortable (2), uncomfortable (1), and very

uncomfortable (0). Seven survey items examined respon-

dents’ evaluation of formal financial institutions, such as ‘‘I

feel welcome at banks/credit unions’’ and ‘‘Banks/credit

unions treat me with respect;’’ these questions also had four

answer categories: strongly agree (coded as 3), agree (2),

disagree (1), and strongly disagree (0). A higher comfort

level and a better perception of formal financial institutions

reflected a higher level of financial inclusion.

As an indicator of financial functioning, financial man-

agement was measured with five questions about the

financial behaviors of respondents or their families (e.g., ‘‘I

keep track of my spending.’’). These financial management

questions had three answer categories: often true (coded as

2), sometimes true (1), and rarely true (0). A higher score

indicated a higher level of financial functioning.

Control Variables

We created demographic, human capital, household,

immigration-related, and survey-related characteristics as

control variables. Demographic variables included the

respondent’s gender, age, ethnicity, and marital status. The

gender variable was dichotomous and coded as 1 for

female and 0 for male. The age variable had three cate-

gories:\65 years old; 65 years old or older; and missing

value. Ethnicity had three groups as well: Chinese

(including Taiwanese), Korean, and other (e.g., Asian

Indians, Filipinos).

Human capital variables included education, English

proficiency, and health status. The education variable

indicated the respondent’s level of formal educational

attainment: less than a high school diploma, a high school

diploma, or a Bachelor’s degree or higher. The English

proficiency variable indicated how well a respondent

speaks English with four categories: not at all, not too well,

somewhat well, and very well. We combined the first two

categories into one group and the last two categories into

the other. The health status variable was generated with

respondents’ own ratings of their overall health condition

(1 for those who reported excellent, very good, or good

health and 0 for those with fair or poor health).

Household characteristics consisted of marital status,

household size, and asset ownership. Marital status was a

dichotomous variable and coded as 1 for currently married

and 0 for other. Household size indicated the number of

people in the respondent’s household with three categories:

only one person (coded as 1); two people (2); and three or

more people (3). We created four dichotomous indicators

of access to credit and asset ownership (coded as 1 for yes

and 0 for no): credit cards, checking accounts, long-term

savings, and homeownership. The long-term savings indi-

cator demonstrated whether the respondent or someone in

his or her household owned a savings account; a money

market account or a certificate of deposit (CDP); a retire-

ment account; stocks or stock mutual funds; or corporate,

municipal, government, or foreign bonds.

The survey also had two immigration-related variables.

One was visa status at entry, which included three catego-

ries: immigration visa, including a spouse or fiancé visa to

marry a US citizen; a work, student, or business investment

visa; and other (e.g., a visitor or tourist visa, refugee or

asylum status). The age at immigration variable divided the

sample into old-age immigrants (i.e., respondents who

immigrated to the United States when they were 55 years

old or older) and young-age immigrants (i.e., those who

came when they were \55 years old). A survey-related

variable was the survey location; this variable had three

categories: Los Angeles, Orange County, or New York City.

Analytical Approaches

We used structural equations modeling to examine the

relationship between financial capability and economic

hardship among old Asian immigrants. The structural

equations modeling analysis followed three steps.

First, each dependent or independent variable was

defined as a latent variable. A latent variable in structural

equations modeling typically corresponds with a hypothet-

ical construct that is not directly observed (e.g., financial

literacy) and that has to be measured via multiple observed

indicators (Kline 2011). We applied confirmatory factor

analysis to generate a standard measurement model for each

dependent or independent variable. Every indicator was

loaded only on the latent variable that it intended tomeasure.

Second, given appropriate model-fit indices that resulted

from each measurement model, all measurement models of

dependent and independent variables were fitted simulta-

neously. Because all observed indicators in the study were

categorical variables, we used WLSMV (the weighted least

squares estimator with robust standard errors and mean and

variance adjusted) for confirmatory factor analysis (Muthén

and Muthén 2012).
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Third, based on the results of the measurement models, a

latent dependent variable of economic hardship was

regressed on the latent variables of independent variables

(financial capability measures) and control variables.

Financial capability consisted of three types of measures:

financial literacy (financial knowledge and knowledge of

social programs), financial access (comfort level with

financial services and evaluation of mainstream financial

institutions), and financial functioning (financial manage-

ment). In this third step, both measurement models of

dependent and independent variables and the regression

analysis were fitted simultaneously. The parameters of

interest were the regression coefficients of the three ele-

ments of financial capability, which indicated the marginal

effects of financial literacy, financial access, and financial

functioning on economic hardship among low-income

older Asian immigrants.

Although respondents with missing values for control

variables (N = 18) were excluded from the final analytic

sample, we kept respondents with missing values for

dependent and independent variables in the final analysis

sample. Because all of these indicators were endogenous

variables in the measurement models, the missing infor-

mation for these indicators was imputed with the use of the

full information maximum likelihood method (Muthén

et al. 1987; Wothke 1998).

Supplementary analyses were conducted to test the

robustness of our findings. First, among observed indica-

tors of dependent and independent variables, we only

selected those with high validity (standardized factor

loading[.45) to construct measurement models, and also

removed control variables from analyses. Second, to avoid

the potential multi-collinearity issue, we only included one

dichotomous indicator of asset ownership—checking

account ownership—in the analysis. In addition, we

replaced the age at immigration variable with the number

of years that respondents stayed in the United States.

Results from these supplemental analyses do not differ

substantively from those reported in this paper (Results of

the supplemental analyses can be requested from the first

author of the study).

Results

Sample Characteristics

Table 1 summarizes the sample characteristics of low-

income older Asian immigrants in the final sample

(N = 142). About half of respondents took the survey at

the Los Angeles site. More than half of respondents were

women, and 46 % were 65 years old or older. Respondents

were less likely to be old-age immigrants. The proportion

of Chinese (including Taiwanese) immigrants was slightly

lower than that of Korean immigrants (32 vs. 39 %). More

than 80 % of respondents had a high school diploma or

higher. More than 40 % of sample participants reported

that they speak English well or very well, and about two-

thirds of respondents were married and described them-

selves as being in good health. Most respondents in the

sample entered the United States with an immigration visa.

Less than 50 % had credit cards and long-term savings, and

one in five owned a home.

Table 2 lists the descriptive statistics of the survey items

that measured financial capability. The proportion of

missing values for each indicator is presented in the last

column. While the survey created different missing

responses, including ‘‘Cannot Read,’’ ‘‘No Answer,’’ ‘‘Not

Applicable,’’ and ‘‘Others,’’ the majority of missing values

in the variables listed in Tables 2 and 3 were caused by the

lack of answers in these questions among survey partici-

pants. In terms of financial literacy, the proportion of

respondents who gave a correct answer was\40 % for any

financial knowledge question. The lack of knowledge about

credit card debt and credit ratings was even more salient:

\20 % of respondents gave a correct answer. Although

70 % of the sample respondents were aware that they

needed 10 years of work experience to be eligible for

Social Security benefits, less than half provided correct

answers to other questions about social programs. These

results clearly demonstrate the lack of financial knowledge

among low-income older Asian immigrants. In terms of

financial access, a substantial minority (about 20 %)

reported feeling ‘‘very uncomfortable’’ or ‘‘uncomfortable’’

receiving formal financial services, while the majority of

respondents evaluated mainstream financial institutions

highly; this was consistent with findings regarding their

comfort level with financial services. However, when

compared to other questions about the evaluation of formal

financial institutions, a relatively lower proportion of

respondents (40 %) indicated that mainstream financial

institutions met their financial needs. To increase the

financial access of older Asian immigrants, it is critical to

understand what their financial needs are and why they feel

uncomfortable receiving financial services. With regards to

financial management, only about 10 % of participants

reported that they ‘‘often’’ set financial goals, stuck to

financial plans, and had 3 months’ worth of emergency

savings.

Table 3 lists the descriptive statistics of the five indi-

cators of economic hardship. As expected, low-income

older Asian immigrants face great challenges in this area.

About 50 to 60 % of respondents strongly disagree or

disagree that they have enough money for their homes,

furniture, and medical care, thereby indicating that they

have difficulty meeting these needs.
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Confirmatory Factor Analysis Results

Appropriatemodel fit indices were obtainedwith the first-step

analysis which applied confirmatory factor analysis to gen-

erate ameasurementmodel for eachdependent or independent

variable. The results of the second-step analysis, which inte-

grated all measurementmodels of dependent and independent

variables simultaneously, were consistent with those of the

first-step analysis: All 32 indicators, except for one (knowl-

edge ofMedicare eligibility), had standardized factor loadings

of more than .56. Overall, the second-step analysis obtained

great model fit indices (v2[df = 449] = 618.46, p\ .001;

CFI = .96; TLI = .96; root mean square error of approxi-

mation = .05 [90 % confidence intervals = .04, .06]). The

results suggest that the variables listed in Tables 2 and 3 are

valid and reliable indicators for the concepts that they intend to

measure. (The full analysis results of these two measurement

models are not reported here but are available from the first

author upon request.)

Structural Equations Analysis Results

Model 1 from Table 4 was used to regress the latent variable

of economic hardship on three elements of financial capa-

bility (i.e., financial literacy, financial access, and financial

functioning) and other control variables (v2[df = 1,100] =

1,196.60, p\ .05; CFI = .96; TLI = .90; root mean square

error of approximation = .03 [90 % confidence inter-

vals = .01, .03]). Two measures of financial literacy—

financial knowledge and knowledge of social programs—

Table 2 Descriptive statistics of financial capability (%; N = 142)

Indicators of financial capability Response categories

Financial knowledge Incorrect Correct Missing

Compound interest 64.08 35.92 0.00

Interest rate 66.90 33.10 0.00

Credit card debt 80.99 19.01 0.00

Credit rating 81.69 18.31 0.00

Knowledge of social programs Incorrect Correct Missing

Social Security eligibility: 10 years of work experience 29.58 70.42 0.00

Social Security benefits: age at retirement 52.11 47.89 0.00

Social Security benefits: work after retirement 53.52 46.48 0.00

Social Security benefits: citizenship 64.79 35.21 0.00

Medicare eligibility 76.76 23.24 0.00

Comfort level with financial services Very uncomfortable Uncomfortable Comfortable Very comfortable Missing

To open an account 5.63 9.86 15.49 43.66 25.35

To deposit money 2.11 7.75 12.68 36.62 40.85

To withdraw money 5.63 4.93 14.79 34.51 40.14

To send money to people outside the United States 6.34 9.15 6.34 16.20 61.97

To apply for credit cards 8.45 11.97 9.86 17.61 52.11

To apply for personal loans 10.56 7.75 7.75 7.04 66.90

Evaluation of formal financial institutes Strongly disagree Disagree Agree Strongly agree Missing

In general, I trust banks 2.11 4.93 64.08 15.49 13.38

I feel welcome at banks/credit unions 2.11 7.04 48.59 10.56 31.69

Banks/credit unions treat me with respect 0.70 9.15 46.48 10.56 33.10

It is easy to speak with bank/credit union staff members 0.70 4.93 57.75 11.97 24.65

Banks/credit unions are located at convenient locations 0.70 1.41 56.34 13.38 28.17

Banks/credit unions are open at convenient times 1.41 4.93 55.63 11.27 26.76

Banks/credit unions meet my financial needs 5.63 16.20 35.92 4.23 38.03

Financial management Rarely Sometimes Often Missing

Set financial goals 28.17 23.24 11.97 36.62

Stick to financial plans 26.76 18.31 11.97 42.96

Keep track of spending 19.72 22.54 26.76 30.99

Hesitant to spend saved money 19.72 26.06 20.42 33.80

Have at least 3 months’ expenses set aside 38.73 11.97 8.45 40.85
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were not statistically significantly associated with economic

hardship. The standardized regression coefficients of

respondents’ comfort level with financial services and

evaluation of formal financial institutions (i.e., two measures

of financial access) had negative signs, but only the comfort

level with financial services was statistically significant.

After controlling for other variables in the analysis, one

standard deviation increase in the measures of comfort level

with financial services reduced the measure of economic

hardship of low-income older Asian immigrants by 30 % of

a standard deviations (p\ .01). As expected, higher finan-

cial functioning was statistically significantly related to

lower levels of economic hardship. Respondents with higher

financial functioning as measured by their degree of finan-

cial management were less likely to experience economic

hardship. When the measure of financial management

increased by one standard deviation, respondents’ economic

hardship was reduced by about 20 % of a standard devia-

tions (p\ .05).

The results of Model 1 do not support the hypothesis

that financial literacy is negatively associated with eco-

nomic hardship. The association between financial literacy

and economic hardship may be mediated through financial

functioning as measured by financial management. Thus,

Model 2 regresses economic hardship on financial literacy

only (in addition to other control variables). Two measures

of financial literacy are still not statistically significantly

associated with economic hardship.

Two control variables—good health and missing age

category—had significantly negative associations with

economic hardship in both models. Respondents with bet-

ter health status may have lower levels of medical needs

and therefore have a lower risk of economic hardship.

However, it is not clear why respondents with missing

values for their ages are also less likely to report economic

hardship.

Table 3 Descriptive statistics of economic hardship (%; N = 142)

Indicators of

economic

hardship

Strongly

agree

Agree Disagree Strongly

disagree

Missing

Have enough

money to

afford the kind

of home

4.23 13.38 40.85 20.42 21.13

Have enough

money to

afford the kind

of furniture/

equipment

1.41 20.42 37.32 17.61 23.24

Have enough

money to

afford the kind

of food

7.04 45.07 21.83 7.75 18.31

Have enough

money to

afford the kind

of medical care

3.52 19.01 34.51 21.13 21.83

Have enough

money to

afford the kind

of leisure/

recreational

activities

1.41 14.08 42.25 20.42 21.83

Table 4 Structural equations analysis of economic hardship among

low-income older Asian immigrants (N = 142)

Variables Model 1 Model 2

Independent variables

Financial knowledge .148 .281

Knowledge of social programs .003 -.271

Comfort level with financial services -.315**

Evaluation of formal financial institutions .029

Financial management -.213*

Control variables

Female .031 .047

Age (ref:\65 years old)

65 years old or older .021 .024

Missing -.241� -.247�

Age at immigration: 55 years old or older -.197 -.190

Ethnicity (ref: Chinese or Taiwanese)

Korean .065 .066

Other .099 .086

Education (ref: less than high school)

High school diploma .255 .259

Bachelor’s degree or higher .176 .176

Speaking English well or very well .089 .093

Good health -.272* -.266*

Currently married .068 .061

Household size (ref: 1 member)

2 members -.121 -.114

3 or more members -.137 -.136

Owning credit card -.177 -.174

Owning checking account -.004 –.009

Owning long-term savings .023 .020

Homeownership -.136 -.138

Visa status at entry (ref: immigration visa)

Worker or student visa -.042 -.039

Other .032 .039

Survey location (ref: Los Angeles)

Orange County -.054 -.053

New York City .004 .015

Standardized regression coefficients are reported in the table

� p\ .1; * p\ .05; ** p\ .01
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Discussion

This study examined the relationship between financial

capability and economic hardship among low-income older

Asian immigrants in a supported employment program. For

this study, financial capability was defined as a combina-

tion of financial literacy, financial access, and financial

functioning. Analysis results from survey data collected

from three sites of NAPCA’s SCSEP demonstrated that

low-income older Asian immigrants have difficulties

meeting their basic needs: Nearly two-thirds of respondents

do not have enough money for food, housing, furniture,

clothing, or medical care. This is not surprising, consid-

ering that low-income Asian immigrants have low levels of

financial capability, particularly in the areas of financial

knowledge and financial management. The percentages of

respondents who gave a correct answer for all four basic

financial knowledge questions was lower than 36 %, and

only one-tenth indicated that they often set financial goals,

stuck to financial plans, or had emergency savings.

Two out of three elements of financial capability were

negatively associated with economic hardship, thereby

suggesting that financial access and financial functioning

reduce one’s risk of experiencing economic hardship; this

was consistent with our hypotheses. These findings also

suggest that two key strategies to the promotion of eco-

nomic well-being among low-income older Asian immi-

grants are to expand their access to financial products and

services and to enhance their financial functioning. How-

ever, we did not find evidence that financial literacy (the

internal ability of financial capability) was associated with

economic hardship in a statistically significant way. Having

financial knowledge may not in itself influence one’s risk

of experiencing economic hardship. The effect of financial

literacy on economic well-being may depend on the

external environment as indicated by financial access or on

the individual’s financial planning and management prac-

tices as indicated by financial functioning.

Although this study expands the current understanding

of older Asian immigrants’ financial capability and eco-

nomic hardship, it has several limitations. First, the sample

is not a probability sample and thus may not be represen-

tative of low-income older Asian immigrants. The sample

consisted of NAPCA’s SCSEP participants, who are likely

different from older Asian immigrants not served by

community organizations. Data were collected at three

project sites in areas with high proportions of Asian

immigrants and with active Asian communities. Older

Asian immigrants in these areas may find it easier to access

community resources and financial services (e.g., ethnic

banks) compared to immigrants who are living in isolated

areas. Second, the sample size is relatively small, and the

analyses in the study may lack statistical power. The small

sample size does not allow the study to examine the rela-

tionship between financial capability and economic hard-

ship by ethnic group. However, it is important to note that

older Asian immigrants include multiple ethnic groups

(e.g., Chinese, Filipino, Asian Indians, Japanese, Koreans,

and Vietnamese), and the demographics of these groups are

different on many measures (Kim et al. 2012). Third, a

non-negligible proportion of respondents had missing val-

ues for multiple variables, which may raise the issue of

selection bias into the analysis sample. In addition, fewer

studies have examined the measures of financial access

than those on financial literacy; the validity and reliability

of the measures on financial access should be further

evaluated in the future.

The findings of this study have several implications. A

high percentage of respondents experienced economic

hardship: They had difficulties in meeting even basic

needs. This is in stark contrast to the image of Asians as a

model minority and the public perception of economically

successful Asian immigrants. It is critical to address the

challenges faced by Asian immigrants and not to ignore the

acute issues hidden under the myth of the model minority.

Because the number of older immigrant adults—especially

from Asian countries—is growing (He 2002; Walters and

Trevelyan 2011), more attention needs to be paid to the

long-term economic security issues of this population.

The economic vulnerability demonstrated by this study

necessitates a call for active public policies that address

economic difficulties among older Asian immigrants. It is

recommended that financial education and financial plan-

ning services designed to improve the financial capability

of this population be provided. Because financial knowl-

edge itself does not have a significant association with

economic hardship, it is important to develop financial

education that will actually change older Asian immi-

grants’ financial decisions and behaviors (e.g., setting

financial goals, accumulating emergency savings). It is also

crucial to expand financial access among low-income older

Asian immigrants. Our findings indicate that a respondent’s

comfort level with financial institutions is a strong pre-

dictor of his or her economic hardship experience, which

suggests that negative experiences with the US financial

system may increase an immigrant’s risk of experiencing

economic hardship. Financial institutions need to improve

their business practices to increase financial access among

this population. Bilingual services, the acceptance of

alternative identification, reasonable fees, and fair treat-

ment may improve older Asian immigrants’ perceptions of

financial institutions.

It is also recommended that ethnic CBOs be consulted

during the development and implementation of social

policies and programs for this population, including

financial education, financial planning services, and
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operation models for financial institutions. Ethnic CBOs

are knowledgeable about ethnic culture and provide pro-

grams and services in immigrants’ native languages; this

helps ethnic CBOs to build trusted relationships with older

immigrants. Ethnic CBOs would be efficient coordinators

and communicators working with both older Asian immi-

grants and the US financial system for the promotion of

financial education and programs for this population

(Government Accountability Office 2010).
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