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Credit card ownership among college students has become
nearly ubiquitous in recent years. Current research indicates that
approximately threefourths of all college students have at least
one credit card (Nellie Mae, 2005). While several studies indicate
that the majority of students who have credit cards use them
responsibly, irresponsible use by a few has raised the alarm of
educators, administrators, and consumer advocates (Lyens, 2007,
2008; U.S. General Accounting Office, 2001). For this minority,
risky credit behaviors, such as making late payments, maxing out
credit limits, and regulatly carrying a credit card balance, can
result in a number of short and longterm negative consequences
(Lyons, 2007, 2008). For example, risky credit card behaviors can
result in substantial late fees, interest rate hikes, and a higher
overall cost of borrowing. Also, many prospective employers and
landlords check credit reports. Thus, prospective employees and
tenants may also face constrained employment and housing
opportunities. This is because poor credit behaviors can lead to
lower credit scores, which can impact the ability to get credit
when needed. In addition, insurance scores, which provide a
guide to pricing and insurability, can also be affected by credit
scores. Thus, poor credit management in college can lead to
reduced access to credit after graduation, as well as more limited
access to employment, housing, and insurance opportunities.
There is additional evidence that poor credit management can
also lead to negative health outcomes and an increased likelihood
of dropping out of school (Lyons, 2007, 2008).

Some studies have found that young adults are woefully
under-prepared when it comes to personal finance education, In a
1997 Jumpstart Coalition survey on financial literacy, high school
seniors in the U.S. answered, on average, only 57% of the

g e



questions correctly (The Jumpstart Coalition for Personal
Financial Literacy, 1997). Subsequent Jurmpstart surveys have
continued to reflect the dismal state of financial literacy among
high school seniors (The Jumpstart Coalition for Personal
Financial Literacy, 2000, 2002, 2004, 2006, and 2008). For
example, the 2006 survey found that students answered just
52.4% of the questions correctly on average. This percentage
declined again in 2008, when students answered only 48.3% of
the questions correctly. However, scores for the questions related
to credit use and management were found to be slightly higher
than those for the overall test. This finding suggests that students
may be more knowledgeable about credit than commonly
thought, perhaps because of greater exposure to credit or greater
interest in credit information than other financial management
topics.

Increasing financial education is generally accepted as a
solution to reducing risky financial behaviors (Fox, Bartholomae,
& Lee, 2005). Current research suggests that special programs
should be designed for financially atrisk students who are likely to
engage in risky credit behaviors (Lyons, 2007, 2008; Xiao, Shim,
Barber, & Lyons, 2007). Researchers have examined existing
information regarding the prevention and intervention of risky
health behaviors (e.g., smoking and excessive alcohol and drug
use) in an effort to link that knowledge to risky credit behaviors so
as to better measure behavior change and evaluate the impact of
financial education (Lyons, 2005).

We believe that extending research from the health
prevention and intervention field to financial behaviors may
indeed be a useful direction to explore. In that spirit, we offer a
possible extension of health prevention and intervention work for
financial educators and researchers to consider. Current health
communications research suggests that perceived norms are
related to college students’ risky health behaviors, such as
excessive alcohol use (Clapp & McDonnell, 2000; Perkins,
Haines, & Rice, 2005; Perkins & Wechsler, 1996). There is

evidence to suggest that financial knowledge and attitudes
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concerning financial behaviors are transmitted through peers,
school, family, and the media (Fox, Bartholomae, & Gutter,
2000; Lee & Hogarth, 1999; Shim, Xiao, Barber, & Lyons, 2008;
Xiao et al., 2007), with family being the primary socializing agent.

Children learn financial knowledge through observation of,
and participation in, financial behaviors and through rtheir
parents’ instruction, which can directly and indirectly impact their
financial knowledge and disposition (Mandell, 1997; McNeul,
1987; Moschis, 1987). Several studies have begun to explore the
idea of financial socialization (Shim et al., 2008; Xiao et al., 2007).
The implication of this type of social learning is that the more an
individual perceives that others engage in a particular risky
behavior, the more likely one is to engage in that behavior
themselves.

In this exploratory study, we examine a possible link between
perceived norms and risky credit behaviors. There has been some
speculation that perceived social acceptability of debt may
contribute to risky credit behaviors (Manning, 2005). Is there, in
fact, a relationship between the perceived pervasiveness of risky
credit behavior and one’s own behavior? From rthe financial
education literature, we might expect parents to have an influence
on an individual’s financial behavior (Hibbert, Beutler, & Martin,
2004). Does this bear out’ Perhaps one’s closest friends are a
significant reference group. Manning hypothesized that a broader
perception that “everyone’s doing it” can lead to an increased
likelihood that an individual will engage in particular behaviors -
an idea referred to as environmental press. Peer pressure and the
media are two examples of presses that often impact one's
behavior. Wilken (2005) described the responses to presses in the
environment as often resulting in individuals working toward and
changing particular behaviors or situations. Thus, one such
environmental press could be exposure to financial education.
This may affect what one’s perception of normative behavior is,
and thus, may act as a countermeasure to spending and
consumption presses facing students. Therefore, this study also

-75 -



explores the effect that financial education has on the degree to
which perceived norms influence one’s behavior.

Methodology
Sample

The sample for this study consisted of 249 students in a
personal finance class who completed a pre-class survey in fall of
2006 at a large Midwestern university. It is important to
acknowledge upfront that a limitation of this study is that the
results are subject to selection bias. While many of the students
were required to take the course as part of a degree requirement, a
sizable percentage took the course as an elective. Thus, some of
the students in the sample were enrolled in the course because
they had to, while others may have been enrolled out of personal
interest or a desire to improve their own financial management
skills. Also, this was a convenience sample of students which
limits our ability to generalize the findings to the campus as a
whole and to the general population of college students in the
U.S. Still, this exploratory study provides some interesting results
and insight into the financial socialization process of young
adults. Note that data were collected from students at three
different points throughout the course. Data collected from
students prior to the class are presented in this paper.

With respect to the demographics, the sample was
predominantly white (89%), with about two-thirds being female
(67.9%). Less than 10% of the sample was over 22 years of age,
with the remainder being between the ages of 18 and 22. About
half were working and about 13% qualified for a Pell Grant. The
Pell Grant can be a useful indicator of a family’s level of financial
resources; eligibility for the Pell Grant is based on the expected
family contribution formula used to determine federal financial
aid needs. The percentage in the sample qualifying for a Pell
Grant was a little lower than the average for the university. Thus,
the sample may have been comprised of students with greater
family financial resources. Finally, only about 28% of the sample
reported having had a financial education class in high school.
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Key Variables and Analysis

This study is interested in perceived patterns of behavior for
various reference groups and the relationship of these perceived
patterns of behavior with college students’ own selfreported
financial behavior. Students were asked to report the frequency of
their own creditrelated behaviors and the frequency with which
they believed others (i.e., parents, close friends, and typical
students) engaged in the same behaviors. With regards to others,
students were asked the following: “Think about vyour
PARENTS/CLOSE FRIENDS/TYPICAL STUDENTS. CIRCLE
the answer that indicates how often you think they do each of the
following credit card behaviors: regularly carry a balance, max our
their credit cards, and make late payments.” All of these are
behaviors that can negatively impact one's credit rating.
“Regularly carries a balance” was defined as not paying off the
monthly balance on their tredit cards and carrying a balance
across billing cycles. “Maxes out their credit cards” was defined as
borrowing up to the maximum limits on their credit credits such
that they are unable to make any additional charges. “Makes late
payments” was defined as being late on any credit card payment.

Students were asked to indicate how frequently they thought
each reference group engaged in the credit card behaviors using a
fivepoint Likert scale with “1” indicating “Never” and “5”
indicating “Always.” Students could also select "N/A" if they
thought the reference group did not have any credit cards or the
behavior was irrelevant. For example, a student may have had the
ability to reach their credit limit but their parents paid off their
credit card bill in full each month, so in this sense, they were not
responsible for making payments. Forthcoming results will show
that only a smaller percentage of students reported “N/A” for
their parents, and none of the students reported “N/A” for close
friends or typical students.

Using the 5-point Likert scale, students were also asked to
report the frequency with which they personally engaged in the
same three credit behaviors. Note that 67.1% of the total sample
{167 out of 249) reported having a credit card and 32.9% (82 out
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of 249) reported not having a credit card. The results will show
that the percentage of students without a credit card
corresponded roughly to the percentage of students who reported
“N/A” for the three creditrelated behaviors. Also, note that
some 18vear-old students in the sample who reported having a
credit card may not have had credit for more than a year. Even so,
the sample of students as a whole spanned an age range that
included students with varying degrees of credit experience.

With rtegards to the analysis, descriptive statistics and
correlations were used to explore the relationship between the
perceived behaviors of the reference groups and the selfreported
behaviors of the students. Descriptive statistics and correlations
were found for the entire sample. Then, the sample was split into
those who had taken a personal finance course prior to college
and those who had not, to determine if prior financial education
had any effect on the relationship between perceived and self-
reported behaviors.

Results

Table 1 reports the frequency with which students reported
engaging in the three creditrelated behaviors, as well as the
frequency with which they believed the reference groups (i.e.,
parents, close friends, and typical students) engaged in the same
behaviors. With regards to the first credit behavior, Table I shows
that 10.8% of the students reported that they either “frequently”
(4.8%) catried a balance on their credit cards or “always” (6%)
carried a balance. However, 38.9% of the sample reported that
they “rarely” or “never” carried a balance (8.4% and 30.5%,
respectively). With regard to perceived behavior, the results show
that students thought the reference groups were more likely than
themselves to carry a balance on their credit cards. Over 22%
believed their parents “frequently” (13.7%) or “always” (8.4%)
carried a balance. Almost 50.2% of the sample believed their close
friends “sometimes” carried a balance, with over 11.6% believing
that they “frequently” did so. The sample also believed that other
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college students carried a balance more “frequently” than
themselves. Recall that only 4.8% of the sample reported that they
“frequently” carried a balance. However, almost 16.5% of them
felt that typical college students “frequently” carried a balance.
Overall, students’ perception was that the reference groups were
more likely than themselves to carry a credit card balance.

Table 1 also reports frequencies related to maxing out, or
reaching the credit limit, on one’s credit cards. About 59% of
students in the sample reported “rarely” (10.8%) or “never”
(48.2%) maxing out their credit cards. However, the reference
groups were perceived to max out their credit cards more
frequenty. Almost 9.2% of the students believed that their
parents “sometimes” reached their credit limit; while 3.6% felt
their parents “frequently” or “always” reached their limit. This
was slightly higher than the 4.8% of the sample that reported
“sometimes” and the 2.4% that reported “frequently” or “always”
maxing out their cards. The perceived frequencies for close
friends showed that almost 49% of the sample felt their close
friends “sometimes,” “frequently,” or “always” maxed out their
credit cards. The perceived frequencies reported for typical
students were even higher, with 57% of students feeling typical
students “sometimes” maxed out their cards and 6.4% feeling
they “frequently” did so. Thus, students in the sample felt that all
of the reference groups, especially close friends and peers, typically
maxed out their credit cards (i.e., reached their credit limits) more
frequently than themselves.

With regard to payments, Table 1 shows that the majority of
students in the sample (54.2%) reported that they were “never”
late making credit card payments; only 10% indicated that they
were “rarely” or “sometimes” late. Students felt that their parents
were “somewhat” more likely to be late. Over 65.5% of the sample
thought that their parents were “never” late and only 2% believed
that their parents were “frequently” or “always” late. However,
students felt that close friends and typical students were far more
likely to be late on their payments. Over 42% of the sample felt
their close friends were “sometimes” (36.5%), “frequently” (5.6%),
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or “always” (0.4%) late. An even greater proportion of the sample
felt that typical students were often late, with 60.2% of the sample
perceiving typical students as being “sometimes” (56.6%) or
“frequently” (3.6%) late on their credic card payments. In
sumimary, students in the sample felt the reference groups were
late on payments more frequently than themselves. .

Table 1
Self-Reported Frequency of Own Credit Card Behavior and Perceived Behavior of
Others ‘
Carries Makes Late
Balance on Mazxes Out Payments on
Credit Cards  Credit Cards  Credit Cards
% % %
Never 305 48.2 54.2
Rarely 8.4 10.8 8.4
SeliRepoteed gometimes i3.3 4.8 1.6
Rehavior Tequently 4.8 2.0
Always 6.0 0.4 -
N/A 36.9 33.7 35.7
Total 100.0 100.0 100.0
Perceived Behavior of Reference Groups
Never 25.7 59.8 65.5
Rarely 16.5 22.1 18.1
Sometimes 25:3 9.2 8.8
Parents Frequently 13.7 2.4 1.6
Always 8.4 1.2 0.4
N/A 10.4 5.2 5.6
Total 100.0 100.0 100.0
Never 12.0 15.7 18.1
Rarely 20.1 353 39.4
) Sometimes 50.2 37.8 36.5
F(r:i:rfzs Frequently 11.6 9.2 5.6
Always 6.0 2.0 4
N/A - - -
Total 100.0 100.0 100.0
Never 3.2 4.8 4.0
Rarely 12.9 317 35.7
) Sometimes 65.9 57.0 56.6
Szu"g:;ls T 1655 6.4 5E
Always 1.6 -
N/A - . -
Total 100.0 100.0 100.0
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A positive relationship was expected between students’ self-
reported behaviors and their  perceived norms of others’
behaviors, such that students who reported a higher mean
frequency of engaging in an imprudent behavior were more likely
to report a higher perceived frequency of others’ engaging in the
same imprudent behavior. Correlations between own behavior
and others’ behavior were tested to examine this relationship.
Table 2 presents the results for the entire sample. The correlation
results were also computed separately for those who had taken
and not taken a personal finance class prior to college. These
results are also included in Table 2. T-tests were used to identify
correlations that were significantly different from zero.

Table 2

Correlation Between Own Behavior and Perceived Novms for Referenice Groups,

by Pre-College Class Status

Carties Balance

Makes Late Payments

Entire Pre- No Pre- | Entire Pre- No Pre-
Sample | College { College | Sample College | College
Class Class Class Class

Parents | 0.476** | 0,286 0.541* | 0.117 0136 | 0.210"
Close 0.393** | 0.035 0.516* | 0.148 0.240 0.091
Friends
Typical [ 0.155 0.038 | 0.208* | -0.036 0.036 0.070
Students
*p<0.05, * p<0.01

Maxes Qut
Entire Pre- No Pre-
Sample | College | College
Class Class

Parents | 0.359** | C.424** | 0.343**
Close 0.244** 1 0.326* | 0.192

Friends
Typical 0.026 0.136 0.137
Students
*p<0.05* p<0.01

In exploring the frequency of carrying a balance, several
significant relationships were found (see the first block of Table
2). Greater perceived frequency of parents or close friends
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carrying a balance was positively correlated with selfreported
frequency of carrying a balance. This relationship was significant
for the whole sample and for those who had not taken a pre
college personal finance class. Also, note that the correlations
were higher for those without a precollege personal finance class
than for the entire sample. In addition, the correlations were
much higher when compared to those who had taken a pre-college
personal finance class. The correlation between the perceived
frequency of typical students carrying a balance and selfreported
frequency of carrying a balance was also positive and significant,
but was smaller in magnitude than the relationship found for
parents and close friends. The findings suggest that, in the
absence of formal financial education, parents and peers may play
a more important role in students’ financial socialization,
especially with regard to credit card repayment behavior.

In exploring the frequency of making late payments, only one
cotrelation was found to be significant. Specifically, Table 2 shows
a positive and significant correlation between perceived frequency
of one’s parents making late payments and one’s own self-reported
frequency of making late payments, but only for students who had
no pre-college financial education. This finding also suggests that,
in the absence of formal financial education, parents may be an
important socialization factor when it comes to paying credit card
bills on time. It could also be that students tend to universally
perceive that making late payments is an unacceptable behavior. If
that is the case, students may be unlikely to engage in the
behavior themselves, even if they perceive others engaging in the
behavior. Why is this? When an individual makes a late payment,
there are often immediate negative consequences, such as a late
fee or perhaps embarrassing calls from the creditor’s collection
department. Other behaviors such as carrying a credit card
balance, or maxing out a credit card limit, have negative
consequences, but the consequences may be less severe and not
immediately felt. This could result in differing levels of avoidance
that are unrelated to students’ perceptions of others’ behaviors or
formal financial education. It could be that students have a strong
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preference for wanting to avoid the shortterm, negative
consequences associated with making late payments and being
delinquent.

Finally, in exploring the frequency of maxing out credit,
several significant relationships were observed between perceived
frequencies of parents and close friends maxing out their credit
cards. Regardless of prior financial education, greater perceived
frequency of parents maxing out their credit cards was positively
correlated with selfreported frequency of students maxing out
their credit cards. A positive correlation was also observed
between perceived frequency of close friends maxing out and self-
reported frequency of students maxing out for the entire sample
and for those who had taken a pre-college personal finance class.
The fact that parents’ behaviors were a significant influence
regardless of students’ prior financial education is interesting to
note, especially since parents and students are likely to have very
different limits on their credit cards. This finding could be a
reflection of shared family socio-economic status. In any case, the
finding suggests that for some financial behaviors both parental
influence and formal financial education may impact students’
own behaviors.

Conclusions and Implications

The preliminary findings from this study are consistent with
previous literature that has explored the relationship between
various norms and youth behaviors {e.g., Shim et al., 2008). The
results of this study suggest that a relationship between perceived
norms and imprudent credit card behaviors is likely to exist. This
supports the notion that financial socialization may play an
important role in young adults’ formation of financial behaviors
and habits. The results also suggest that the financial socialization
process may interact with formal financial education as well.
Thus, both social and formal learning methods may be key
determinants of financial behavior. Moreover, the role of parental
modeling may be particularly important in forming financial
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behaviors, and to a lesser, but also important extent, so may be
beliefs about peer behavioral norms.

While this study is exploratory in nature and is subject to
sampling and selection biases, the findings are still informative
and have several important implications for financial educators
and professionals, especially those working with youth and young
adults. One implication for outreach is perhaps the recognition
that there may be a greater need for social marketing to youth. In
particular, social marketing strategies might be able to change the
perception of what others are doing or thinking about with
respect to financial management issues. This could be
accomplished by sharing accurate statistics regarding the financial
behavior of the reference groups. Social marketing also could be
used to project the image that college students are trying to be
more financially responsible by not engaging in these risky credit
card behaviors. Additionally, financial education campaigns and
programs that target youth could provide examples and models of
appropriate behaviors through peer education efforts or even
through reaching out to family units to promote greater dialogue.
College students may lack awareness of the consequences of their
actions, and as a result, this may be influencing the degree to
which they engage in risky credit behaviors.

The results related to whether students had taken a personal
finance course were somewhat mixed so it is difficult to draw any
clear conclusions from the findings. The fact that the results were
generated using a small, convenience sample limits our ability to
explore this question in more detail. Despite this, several of the
correlations were found to be significant. Yet, it may be that the
relationship between students’ own behavior and their
perceptions of others’ behavior is more associated with social
learning rather than formal education. However, one key pattern
was established. Students in the sample seemed to believe that
others were more frequently engaging in risky credit card
behaviors, especially patrents and close friends. Educators can use
these findings to incorporate information into existing programs
and curricula about how the actions and behaviors of parents and
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peers can in turn affect the financial behaviors of youth and
voung adults. New programs and materials that specifically
address this financial socialization component may alsc need to be
developed. One example might be to design a financial education
program that includes information on how entire families can
enhance financial communication and how parents can model
more positive financial behaviors for their children. This could be
beneficial in helping youth and young adults to understand
prudent behaviors and dispel misunderstandings about the
behaviors of others, especially those of their peers.

This study should be replicated and the sample expanded to
include a larger, more robust, sample so as to further understand
the role of perceived norms. Also, to further validate our results,
additional research is needed which takes into consideration how
financial education fits into a broader ecological model of habit
formation. Financial education evaluation should also consider
the effects of socialization in trying to understand why certain
outcomes are met and others are not. Overall, more research is
needed to address the following questions. Are certain financial
behaviors more influenced by norms than others! Are certain
reference groups more influential than others? How does financial
education affect the relationship between norms and personal
financial behaviors?
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