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      Financial Sustainability 
and Personal Finance Education                     

     Tahira     K.     Hira     

       Technological advances have transformed nearly 
every aspect of the marketing, delivery, and pro-
cessing of fi nancial products and services. The 
forces of  technology   and market innovation, 
driven by increased competition, have resulted in 
a sophisticated industry in which wide array of 
providers offer a broad spectrum of complex 
fi nancial products and services. These develop-
ments have given people more options and 
greater fl exibility in creating fi nancial arrange-
ments that best suit their immediate needs. 
However, this marketplace with complex and 
specialized fi nancial services requires buyers to 
be fully informed, highly educated, and actively 
engaged in managing their fi nances. 

 The causes of the recent economic crisis are 
many and complex (e.g., aggressive banking and 
mortgage practices, greed, collapse in housing 
markets, credit crunch, fall in confi dence result-
ing from global economic instability, over-  valu  ed 
exchange rates, and high bond yields) (Weisberg 
 2010 ). This economic crisis demonstrated that 
most individuals were not well equipped with the 
knowledge and skills necessary for safely negoti-
ating in a complex fi nancial marketplace. As a 

result, families’ fi nancial health suffered, which 
in turn played a signifi cant role in the decline of 
the nation’s fi nancial health. Then, it is important 
to recognize that family fi nancial health and the 
fi nancial health of the nation are linked. 

 The focus of this chapter is to identify the role 
that factors such as attitudes, beliefs, knowledge, 
skills, and behaviors play in minimizing the 
severe negative impacts of a complex market 
environment and enable families to sustain their 
fi nancial security over a long period of time 
regardless of the ups and  d  owns of the economy. 

 In his book ,  The Power of Habit   , Duhigg 
( 2014 ) suggests that life is a mass of habits. Most 
choices about saving, spending, exercising, and 
eating that we make are mostly habits. Though 
each habit means little on its own, over time these 
routines (whether we overspend or save, how 
often we exercise, what we eat, our work rou-
tines) have enormous impact on our health, pro-
ductivity, fi nancial stability, and happiness. 
According to Duhigg we can choose our habits, 
or destructive habit can be overridden by new 
patterns. However, to modify a habit, we must 
decide to change it and then do things differently. 
By doing things differently, developing a routine 
can result in an automatic behavior. We have the 
freedom and responsibility to change bad habits. 

 However, before changing fi nancial habits one 
needs to have some understanding of habits that 
create negative outcomes and those habits that lead 
to positive fi nancial outcomes. Studies have shown 
that habits and practices such as establishing clear 
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fi nancial goals, frequently reviewing and  evaluatin  g 
expenses, regularly saving, reducing the number of 
credit cards used, eliminating credit card balances 
can signifi cantly impact a family’s ability to sus-
tain positive fi nancial outcomes (both objective 
and subjective) measured by net worth, debt to 
income ratio, and level of satisfaction or happiness 
with their fi nancial situation (Hira,  1987a ,  1987b ; 
Titus, Fanslow, & Hira,  1989a ). 

 This chapter starts with the discussion of the 
description and measures of behaviors that lead 
to fi nancial sustainability, followed by factors 
associated with these fi nancial behaviors and out-
comes. Next, the need for conceptual frameworks 
suitable for research in the complex areas of 
fi nancial behavior and outcomes is addressed. 
The next section addresses challenges, opportu-
nities, and implications for educators and 
researchers of personal fi nance. The brief over-
view of the salient issues is presented in the con-
clusions section. 

    Behaviors Leading to Financial 
Sustainability 

 Financial  sustaina  bility refers to managing lim-
ited fi nancial resources to not only meet current 
needs but also develop plans for major goals and 
long-term needs. To ensure fi nancial sustainabil-
ity throughout various life stages and economic 
conditions, one has to be able to articulate and 
employ specifi c strategies to effi ciently manage 
limited fi nancial resources, reduce dependence 
on consumer debt, prepare for emergencies, 
and plan for big and long-term fi nancial goals 
(such as home ownership, college education, 
and retirement). Building positive net worth is 
an essential step on the path to household’s 
 long-term fi nancial security (Fitzsimmons, Hira, 
Bauer, & Hafstrom,  1993 ). 

 Households’ ability to sustain long-term fi nan-
cial security has been assessed by both objective 
and subjective measures. Objective measures 
include net worth and debt to income  r  atio. 
Wealth, an outcome of saving and investment, is 
measured by net worth, a stock variable that 
refers to the total amount a person accumulates in 

assets at a given time. It is an important indicator 
of households’  lo  ng-term fi nancial security (Hira, 
 1997 ,  2012 ; Hira, Fanslow, & Vogelsang,  1992 ; 
Mugenda, Hira, & Fanslow,  1990 ). 

 The  subjective measures  , on the other hand, 
include happiness, quality of life, and satisfac-
tion with one’s fi nancial status. Income is impor-
tant for happiness, especially when the income 
grows from the low to middle level. However, it 
is not easy to summarize the relationship between 
income and happiness. There is a relationship 
between the two, but it is modest, leaving some 
to question how it should be cast. This problem 
applies to all modest relationships, but the prob-
lem is compounded in the case of income and 
happiness because of strong feelings about what 
one might like the relationship to be. Some 
would be happy if money were unrelated to hap-
piness; others would prefer the two to be very 
strongly related, so that rising income might 
powerfully increase the wellbeing. It is claimed 
that the correlation between income and happi-
ness is considerably weaker than people expect 
and recent research supports that contention. 
However, an important lesson from judgment 
and  decision- making research   is that judgments 
are constructed in response to the prevailing con-
text, leaving open the possibility that some elici-
tation procedures may reveal accurate intuitions 
about income and happiness (Cones & Gilovich, 
 2010 ). For an individual, emphasizing social 
relationships is more important than focusing on 
materialist goals. Xiao ( 2013 ) concluded that to 
live a happy life in a long run, one strategy is to 
seek a meaningful life. Spending for others or 
meaningful social causes may bring more happi-
ness than spending on oneself. Research also 
suggests that happier people may do better 
fi nancially. 

 Quality of life is a broad concept determined 
by many factors, as a result there has not been a 
consensus on the proper defi nitions or measure-
ments (Fitzsimmons et al.  1993 ). In various 
research studies quality of life was infl uenced by 
economic factors that included income and net 
worth, social factors that included gender, mari-
tal status, and household size, and process factors 
that included fi nancial communication and 
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money management practices. Measures of satis-
faction with fi nancial status may also be linked to 
one’s quality of life (Hira,  1987a ,  1987b ; Titus, 
Fanslow, & Hira,  1989b ). 

 Mugenda et al. ( 1990 ) explored impact of 
money management practices on the household’s 
fi nancial status and satisfaction with quality of 
life. They found that practices such as evaluation 
of fi nancial status, communication about fi nan-
cial matters, estimation of household’s income 
and expenses, review and evaluation of family’s 
spending habits, and calculation of the house-
hold’s net worth were signifi cantly related to 
household’s fi nancial status and satisfaction with 
quality of life. They also found that main deter-
minants of money management practices are 
fi nancial knowledge and fi nancial communica-
tion.  Financial knowledge was   measured by an 
index using the responses to 22 knowledge items 
in consumer credit and investment areas. The 
study showed that the level of resources, demand 
on those resources (measured by age, income, 
household size), as well as the process of trans-
forming those resources (measured by fi nancial 
management practices and communication), are 
signifi cant predictors of household’s satisfaction 
with quality of life. 

 Sumarwan and Hira ( 1993 ) reported that sat-
isfaction with quality of life is directly infl u-
enced by household income and level of 
satisfaction with fi nancial status. Age, household 
income, household net worth, perceived locus of 
control, and perceived income adequacy are sig-
nifi cantly related to satisfaction with fi nancial 
status.  Household income   and household net 
worth had indirect effects on satisfaction through 
perceived locus of control and perceived income 
adequacy. Perceived locus of control also had an 
indirect effect on satisfaction through perceived 
income adequacy. 

 Satisfaction with fi nancial status has been 
measured through survey instruments, operation-
alized by a single item such as “how satisfi ed are 
you with your overall fi nancial situation,” or by 
an index based on satisfaction with different 
aspects of a household’s fi nances which include: 
standard of living, level of savings, ability to stay 
out of debt, level of assets, ability to payback 

debt owed, and ability to meet large emergency 
expenses. Use of the index, which includes mul-
tiple satisfaction variables, results in more varia-
tion in participant responses as compared to 
using a single overall measure of satisfaction 
(Titus et al.,  1989b ). 

 However, satisfaction as a measure of fi nan-
cial status is elusive. Some studies have shown 
that people who had a lower level of net worth 
expressed higher level of satisfaction with their 
 fi   nancial status and vice versa. These results may 
indicate that some people’s feelings about their 
fi nancial situation are not based on fi nancial facts 
but rather on their perception of what they 
thought their fi nances to be (Hira & Mugenda, 
 1999 ,  2000 ; Titus et al.,  1989a ). 

 In their recent study, Sass, Anek, Thomas, & 
Ramos-Mercado ( 2015 ) also concluded that 
fi nancial satisfaction is subjective, based on what 
one sees and values at a particular point in time. 
Then it would not be surprising if subjective 
assessments overlook defi cits in dealing with 
risks and meeting future needs, hence the con-
cerns about the use of satisfaction as an indicator 
of fi nancial wellbeing. Furthermore, some stud-
ies have shown that fi nancially literate individu-
als do not have weaker fi nances, but are better 
equipped to see defi cits (Mugenda et al.,  1990 ; 
Xiao, Chen, & Chen,  2014 ). This hypothesis is 
consistent with the notion that fi nancial rational-
ity is limited; that subjective assessments can 
mask serious defi cits; and that less literate house-
holds are overly sanguine, and thus less likely to 
take action to improve their fi nancial status. To 
the extent that this is the case, initiatives to 
improve wellbeing must correct, or otherwise 
accommodate, a subject’s inaccurate assessment 
of their  fi nancia  l condition (Sass et al.,  2015 ). 
However, we must be reminded that according to 
Xiao et al. ( 2014 ) only objective fi nancial liter-
acy may reduce fi nancial satisfaction. Other 
fi nancial capability variables may enhance fi nan-
cial satisfaction. Defi cits that fail to generate dis-
satisfaction are rarely addressed and often grow 
larger with time. To the extent that subjective 
assessments overlook defi cits that are distant 
from day-to-day concerns, satisfaction actually 
diminishes fi nancial wellbeing. 
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 Sass et al. ( 2015 ) concluded that for house-
holds to improve their fi nancial wellbeing, the 
salience of issues distant from day-to-day con-
cerns must be raised.  Househ  olds are increas-
ingly responsible for such issues, specifi cally 
saving for retirement, accumulating home equity, 
paying for their children’s college education, and 
paying off their own student loans. The results 
show defi cits in these areas associated at most 
with minor reductions in fi nancial satisfaction. 
The importance of salience is highlighted by the 
fi nding that having an inactive retirement plan is 
associated with a reduction in satisfaction while 
not having plan—a more adverse but less visible 
condition—is not.  

    Factors Associated with Financial 
Behaviors and Outcomes 

 Household net worth, a measure of fi nancial sus-
tainability has been shown to be strongly associ-
ated with investment regularity, age, family size, 
employment status and, as expected, higher 
household income (Sabri et al.,  2012 ). The results 
suggest that there is a possible linkage between 
early in life involvement with investing and sub-
sequent household wealth. Socialization infl u-
ences independently accounted for variation in 
household wealth, with parental infl uence emerg-
ing as the  str  ongest socialization agent, even 
though the effects were modest in size (Hira, 
Sabri, & Loibl,  2013 ). 

 Debt to income ratio, used as an outcome mea-
sure of a household’s fi nancial status, has been 
shown to be signifi cantly affected by credit card 
practices, including number of credit cards used, 
the amount one felt comfortable owing on credit 
cards, and frequency of paying fi nance charges on 
credit cards. The size of monthly debt payments 
played a signifi cant role in explaining the varia-
tion in total asset ownership (Hira et al.,  1993 ) 

 However, Mugenda et al. ( 1990 ) reported that 
satisfaction with fi nancial status is infl uenced by 
 fi nancial communication   and money management 
practices. Whereas, household wealth measured 
by net worth is affected by age, ethnicity, family 
size, employment status, and household income. 

In addition, investment regularity, parental infl u-
ences, and workplace infl uences were found to 
be associated with net worth. These results sup-
port the notion that fi nancial socialization, par-
ticularly parental infl uences, accounts for 
variance in household net worth over and above 
other socio-demographic and belief-related vari-
ables. Communication between children and par-
ents plays a key role in fi nancial socialization as 
parents infl uence children’s norms and values. 
Children also learn fi nancial behaviors from 
observing their parents’ fi nancial behavior 
(Hira et al.,  2013 ). 

 Hira and Mugenda ( 1999 ) reported a signifi -
cant and positive relationship between fi nancial 
beliefs (being optimistic about their future fi nan-
cial situation and satisfi ed with their current 
fi nancial situation) and self-worth. This study 
also showed that those with high and low senses 
of self-worth did not differ in terms of age, 
income, marital status, and gender. However, the 
groups did differ in educational level and employ-
ment status. However, the relationship between 
spending behavior and self-worth is complex; 
some people spend beyond their means to deal 
with the feelings of low self-worth, and then feel 
guilty due to excessive spending leading to fi nan-
cial problems.  

    Conceptual Frameworks 

 Human behavior is extremely complex, and con-
sequently, the fi nancial aspects of human behavior 
are equally  multifac  eted. Social learning theory 
posits that learning is a cognitive process that 
takes place in a social context and can occur purely 
through observation or direct instruction (Bandura 
& Walters,  1964 ). While this theory is useful as a 
model of imitative learning it cannot explain why 
such learning is so often insuffi cient to alter pat-
terns of choice and behavior. This is the case with 
fi nancial behaviors as well. Financial behaviors 
are affected by a large  number of internal factors 
such as personality, individual psychology and 
cognition, family history, and environment. 
Other internal factors that infl uence fi nancial 
behaviors include socio- economic  cha  racteristics 
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(income, age, education, employment status, 
 ethnicity), personal characteristics (attitudes, 
values, emotions, beliefs), and family dynamics 
(culture, behaviors, and communication patterns) 
(Titus et al.,  1989a ). External factors infl uencing 
fi nancial behavior include fi nancial markets, 
peers, schools, and media. Financial behaviors 
also differ by culture and are affected by moral 
hazard, social mood, and unconscious herding 
(Hira,  1997 ; Sabri et al.,  2012 ; Hira et al.,  2013 ). 
This presents huge challenges to both researchers 
and educators. Educators have to recognize the 
role of socio-psychological factors infl uencing 
fi nancial behavior and expand the teaching topics 
accordingly. 

 Eccles, Ward, Goldsmith, & Guler ( 2013 ) dis-
cuss the challenges of introduction and treatment 
of “consumer values” as a factor in consumer 
fi nancial sustainability, what it is, what it means, 
and why it is important. It is diffi cult to argue 
against the importance of including personal val-
ues in any framework that examine fi nancial 
teaching, fi nancial sustainability, and fi nancial 
behaviors. However, this debate is not quite settled 
yet. On the one hand, personal values are offered 
as a valid (and valued) contributor to one’s fi nan-
cial choices but, on the other hand, it is devalued 
as a contributor of poor  fi nancial behavior   because 
they are emotional and are greatly infl uenced by 
their inner needs and their social environment. 

 Adult learning theory takes into account emo-
tions and imaginations that are integral to the 
process of adult learning; it provides a better win-
dow into the cognitive process, particularly in 
terms of internal reaction to experience for fi nan-
cial behavior that is infl uenced by emotions and 
experiences (Loibl & Hira,  2005 ). 

 Prochaska and his colleagues (Prochaska, 
 1979 ; Prochaska, DiClemente, & Norcross,  1992 ) 
developed the  transtheoretical model (TTM)   of 
behavior change in the 1970s. Bristow ( 1997 ) 
suggested that this model could be used to change 
people’s fi nancial behavior in Money 2000. 
Recently researchers have applied  transtheoretical 
model of behavior   change in the credit counseling 
setting to develop a measure to help consumers 
change behaviors to eliminate undesirable credit 
card debts ( Xiao, Newman, Prochaska, Leon, & 

Bassett, 2004a ;  Xiao et al., 2004b ). TTM is also 
applied in  fi nancial education   programs for low-
income consumers, in which specifi c educational 
strategies under the framework of TTM were 
developed (Shockey & Seiling,  2004 ). In addition, 
 TTM is   used to provide advice for women on 
being better investors (Loibl & Hira,  2007 ). For a 
thorough discussion of the transtheoretical model 
of behavior change, see Chap.   1     “Financial 
Capability and Well- being” in this book. 

 We know that fi nancial behaviors are affected 
by a large number of internal and external factors. 
Internal factors infl uencing fi nancial behavior 
include personality, individual psychology and 
cognition, family history, socio-economic charac-
teristics (income, age, education, employment sta-
tus, ethnicity), personal characteristics (attitudes, 
values, emotions, beliefs), and family dynamics 
(culture, behaviors, and communication patterns) 
(Titus et al.,  1989a ). And external factors infl uenc-
ing fi nancial behavior include fi nancial markets, 
peers, schools, and media. Financial behaviors 
also differ by culture and are affected by moral 
hazard, social mood, and unconscious herding 
(Hira,  1997 ; Hira et al.,  2013 ; Sabri et al.,  2012 ). 

 To be effective in establishing cause and effect 
relationships researchers have to consider con-
ceptual models that take into account the above-
mentioned broad and complex spectrum of 
factors found in both the external and internal 
environments in which families live and function. 
The family  resource management model   (Deacon 
& Firebaugh,  1988 ) has a great potential to han-
dle such complex situations. It focuses on man-
agement processes in the context of families and 
their environments (both internal and external). 
It refers to a process with a systems orientation 
where management is defi ned as a tool for achiev-
ing desired goals and where personal factors are 
recognized as resources that infl uence decision-
making and management behavior. The four 
components of the model—inputs, throughputs, 
outputs, and the feedback loop—can be easily 
applied to understand how people make fi nancial 
decisions, develop and perhaps change their 
fi nancial behaviors. And it is a dynamic model, 
which recognizes that an outcome provides feed-
back that can instigate a change in factors that are 
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included both in input and throughput to produce 
a different outcome (Fitzsimmons et al.,  1993 ). 

 The  adult learning theory  , transformative 
learning theory, transtheoretical model of behav-
ior change, and family resource management 
model are some examples of potential frame-
works that may assist with the development of an 
overarching theory of  fi nancial literacy  . 
Opportunities for trans-disciplinary work offer a 
great promise for the future.  

    Implications for Education 
and Research 

    Challenges and Opportunities 

 The failure of markets, institutions, businesses, 
and households during the current fi nancial crisis 
has proven both the current economic framework 
and the current household fi nancial management 
framework to be ineffective. These frameworks 
must be adjusted to better position households 
and broader society to maintain fi nancial wellbe-
ing, even in times of crisis. We must also recog-
nize that the mission of the personal fi nance 
profession is different from the study of related 
fi elds, such as fi nance, economics, or even con-
sumer economics. The underlying assumptions in 
economics are that humans are rational, and the 
market’s invisible hand serves as a trustworthy 
corrective to imbalance. In reality, people do not 
always make rational and optimal decisions; they 
are emotional and are greatly infl uenced by their 
inner needs and their social environment. They 
are creatures of habit and sometimes act in a way 
that can be harmful to their fi nancial health, even 
though they know otherwise. More importantly, 
personal fi nance is about understanding the rela-
tionships between values, beliefs, attitudes, emo-
tions, self-esteem, and fi nancial behaviors 
(earning, spending, borrowing, saving, and invest-
ing). All personal fi nance professionals must rec-
ognize this complex nature of the person and the 
situation in which fi nancial resources are handled, 
and not identify people as just “consumers.” 

 Despite progress in the fi eld,  fi nancial literacy   
still remains poorly defi ned and imperfectly 
 measured and issues with response bias and data 

interpretation remain challenging in the context 
of overall fi nancial wellbeing. Schmeiser and 
Seligman ( 2013 ) concluded that despite the pro-
liferation of academic studies examining  fi nan-
cial literacy   and fi nancial outcomes, no consistent 
defi nition or empirically validated measures of 
 fi nancial literacy   exist. While a handful of ques-
tions have become the standard measures of 
 fi nancial literacy  , little work has been done 
examining whether responses to these questions 
accurately capture underlying fi nancial capabil-
ity, or whether they causally relate to subsequent 
fi nancial wellbeing. 

 Generally speaking the existing research is 
dependent on theory and modeling—and not the 
“lived reality” of average persons, families, and 
their communities. As an interdisciplinary fi eld, 
fi nancial education has grappled with an appro-
priate theoretical framework to apply to work in 
 fi nancial education  . Most of the theories cur-
rently utilized by researchers address fi nancial 
practices, and little work is done on the process 
of fi nancial decision-making and fi nancial liter-
acy. A disconnect still exists between what 
researchers study and what practitioners do.  

    Implications for Education 

  Financial education   efforts should focus on 
improving  fi nancial   behavior in order to improve 
fi nancial wellbeing in society. This, however, 
cannot be separated from moral, ethical, and spir-
itual considerations. Nothing in life is morally 
neutral. To be effective in bringing about a behav-
ior change, fi nancial teaching should be far more 
values-based, refl ecting the real world—not lim-
ited only to mechanical models and theories 
(Hira,  2012 ). 

 In order to account for this, personal fi nancial 
teaching should be far more values-based and 
refl ective of personal situations, not just fi nancial 
situations. We must also recognize that teaching 
the management of fi nancial resources involves the 
specifi c processes of goal setting, problem solving, 
planning, and implementing. These specifi c pro-
cesses are imbedded in the general processes of 
communication, decision-making, and feedback 
(Hira et al.,  2013 ; Schuchardt et al.,  2007 ). 
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 The focus in  personal   fi nance education should 
not be on the consumer or consumption but on the 
overall fi nancial wellbeing of households. The 
end goal must be to equip individuals with knowl-
edge and skills to make informed and productive 
fi nancial choices throughout various stages of 
life. At the heart of teaching strategies should be 
the promotion of fi nancial behaviors that lead to 
the long-term fi nancial sustainability of individu-
als, families, and their communities (Hira,  2012 ). 

 In addition, personal fi nance teaching should 
be simple and realistic; it should be outcome- 
based, should address those areas in which most 
people are currently facing problems, and be far 
more value-based and refl ective of personal expe-
riences and fi nancial situations. Long-term fi nan-
cial sustainability of individuals and families 
should be at the heart of all approaches to provid-
ing fi nancial education (Schuchardt et al.,  2007 ). 

 More importantly, for educational efforts to be 
successful, we must assure that the teachers of 
these courses are fi nancially healthy themselves, 
and they have a good grasp of the topics they plan 
to teach. They must live the part, modeling fi nan-
cially sustainable behaviors. Technology provides 
fi nancial educators with unique opportunities to 
expose people to the messages and provide just-
in-time intervention, before it is too late or before 
their behaviors lead to fi nancial insecurity. 
However, when using technology as a tool of 
 fi nancial education  , careful attention to market 
segmentation is critical to ensure messages are 
relevant to and acceptable to people from differ-
ent backgrounds and with different needs (Hira, 
 2012 ; Power & Hira,  2010 ). 

 To show that educational efforts are producing 
the desired results, outcome measurements must 
be explicitly connected with current challenges 
faced by many households, and assessments must 
be limited to the specifi c course objectives. 
Evaluations must be incorporated into the pro-
gram design, and their focus needs to go beyond 
measuring knowledge and changes in behavior 
to examining the curricula, pedagogy, and deliv-
ery mechanisms. Rigorous program evaluation 
approaches include randomized evaluation, 
 experimental methods, and qualitative research. 
However, it is important to recognize that  fi nancial 
education   is not a panacea.  Financial behaviors   

are formulated and developed over a long time 
period and are affected by many factors, with edu-
cation being only one of them. Financial behav-
iors are also affected by the nature of fi nancial 
products and services, including information and 
marketing approaches. Both  fi nancial education   
and effective regulation responsive to market evo-
lutions are necessary to ensure that most people 
can successfully function in this environment and 
are protected against abusive and fraudulent prac-
tices (Hira,  2012 ; Hira & Loibl,  2008 ). 

 Willis ( 2009 ) suggests that until and unless 
stronger evidence emerges that the current model 
of fi nancial literacy education is effective, poli-
cymakers and regulators should be circumspect 
in their use of it as a response to consumer fi nan-
cial problems. Researchers should be particularly 
cautious in the presentation of their fi ndings, so 
that academic work will contribute to the public 
policy discussion empirical, rather than ideologi-
cal, assessments of fi nancial literacy education. 

 This may be a fair warning, but most fi nancial 
educators believe that  fi nancial education   does 
not and will not replace the need for appropriate 
policies and strong regulatory approaches to pro-
tect consumers from aggressive and dangerous 
business practices. Without doubt, education can 
improve individuals’ socio-economic outcomes. 
OECD work has shown the potentially important 
role of  ed  ucation in promoting positive life out-
comes. Education contributes to improving 
 outcomes by helping individuals develop skills. 
Return on education is explained by the develop-
ment of cognitive, social, and emotional skills 
(OECD,  2015 , p. 23). We must ask if Willis and 
her supporters are applying these standards to 
other subjects (economics, mathematics, English). 
It appears that personal fi nance education being 
singled  ou  t to meet these expectations, if so why?  

    Implications for Research 

 If the goal of fi nancial literacy measures is to 
simply document fi nancial capacity in the broad-
est sense, then repeating cross sectional measures 
with validated questions and measures may be 
suffi cient. However, if what really matters is 
long-term individual fi nancial wellbeing, then 
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our fi ndings suggest that longitudinal data, where 
the consistency of individual responses to fi nan-
cial literacy questions can be assessed, may yield 
more accurate results. 

 Improving our evaluation approaches is much 
needed to identify fi nancial programs that are most 
effective at changing  fi nanc  ial behavior, which is 
the ultimate goal of all efforts. The fi eld of  fi nan-
cial education   continues to struggle with several 
issues, including lack of consensus on the core 
content of basic fi nancial literacy courses, a simple 
and easy-to-administer measure that is widely 
accepted in the fi eld as an indicator of fi nancial 
wellbeing, and how best to measure and conduct 
proper course evaluations. As the fi eld tackles 
important societal issues related to  fi nancial edu-
cation  , validation of successful education, and the 
recognition and application of the rich compen-
dium of research conducted over the last several 
decades will be benefi cial in moving forward. 

 Educators, meanwhile, will benefi t from 
research fi ndings when developing educational pro-
grams for specifi c population groups. More applied 
research that has the capacity to inform policy, edu-
cation, and practice is needed as well. Researchers 
must engage people on the ground when designing 
research projects or developing plans to deliver 
educational programs. Similarly, research fi ndings 
must be connected to the real lives of individuals, 
families, practitioners, and policy makers. 

 Ideally, educators and practitioners should be 
able to use research fi ndings to increase their 
understanding of their target groups before devel-
oping and delivering educational and marketing 
programs. For educators and practitioners, know-
ing what researchers have already learned about 
how adults acquire knowledge, being aware of 
knowledge their target groups may already have, 
and understanding differences in learning by 
gender, age, and ethnicity can be helpful in devel-
oping and delivering effective educational and 
marketing programs (Hira,  2012 ).   

    Conclusion 

 The overall objective of personal fi nance profes-
sion is to educate average person about attitudes, 
beliefs, and behaviors that are signifi cantly related 

to sustainability of fi nancial security. It may involve 
teaching people strategies to live within means, 
reduce dependence on debt, be prepared for emer-
gencies, save regularly, and invest wisely to meet 
long-term goals. Because of differences in people’s 
backgrounds and experiences, personal fi nance 
education must specialize both the content and the 
delivery techniques utilized to meet the needs of all 
individuals. This may involve teaching people to 
behave differently in regard to matters of money. 

 The enduring lesson of the classic personal 
fi nance books such as  Richest Man in the Babylon  
(Classon,  1926 ) and  The Millionaire Next Door  
(Stanley & Danko,  1996 ) is that most of the ordi-
nary people can grow rich because of modesty, 
thrift, and prudence. However, as we know, 
behaviors are formulated and developed over a 
long time period and are affected by many factors 
besides education. In reality, many behaviors do 
not involve conscious decisions—they are habits, 
that means they can be diffi cult to change. 
However, with proper education and skill devel-
opment they can be changed, and we can nurture 
positive fi nancial practices into unconscious 
actions—habits. Here, we may benefi t by 
 partnering with professionals in psychological 
research, knowledgeable of how habits are 
formed and how they can be changed. 

 Although there is a role for purely theoretical 
research in personal fi nance, researchers need to 
consider the practical implications of their 
research when selecting research topics and 
methodologies. Educators and researchers must 
join in their efforts to develop effective approaches 
and tools to bring about desired changes in fi nan-
cial behavior necessary to achieve fi nancial sus-
tainability. To meet future research needs, it is 
important that we develop a fi nancial literacy 
theory. It is also important that researchers 
develop a strong connection with practitioners to 
be able to learn about the reality of peoples’ 
fi nances and fi nd out what is missing or needed in 
the fi eld. It is critical that recommendation for 
businesses and policy makers be developed and 
shared in an appropriate and timely fashion. 

 Even though there is a signifi cant improve-
ment in the availability of research funding it is 
still an issue for the continuation of quality and 
longitudinal research in this fi eld. Within the 
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health fi eld, for example, researchers often per-
form continuing research over many years to 
understand how habits are formed and how they 
can be changed. Yet, in personal fi nance most of 
the research performed has focused on issues at 
the present time of research. We need signifi cant 
funding to conduct valuable long-term studies to 
understand how to bring about desired changes in 
fi nancial behavior to ensure long-term household 
fi nancial wellbeing. 

 The goal of all efforts— fi nancial education  , 
research, policies, and regulations—must be to 
help people increase their fi nancial capabilities, by 
increasing fi nancial knowledge, improving skills, 
and developing constructive habits. Through 
research we can improve approaches to educating 
people in a way that infl uences their fi nancial 
behaviors resulting in improved fi nancial status of 
their households over the long term. Furthermore, 
research can assist in identifying appropriate poli-
cies and business practices to create a safe external 
fi nancial environment where individuals may suc-
cessfully demonstrate these desirable fi nancial 
behaviors (Power & Hira,  2010 ). 

 There is no doubt that if challenges are met 
and opportunities are acted upon, individuals and 
families can be better prepared to meet the com-
plex and forever changing economic environ-
ment in the future. Furthermore there is every 
reason to believe that with proper education and 
skill development on the one hand, and appropri-
ate policies and strong regulations we can 
increase chances of fi nancial stability for house-
holds and at the same time ensure a somewhat 
stable economic situation of the economy as a 
whole during future fi nancial crises. 
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