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(ABSTRACT)

This study was designed to compare the financial
attitudes, financial behaviors, and financial satisfaction
of limited income households and middle income households.
Deacon and Firebaugh’s family resource management systems
theory was used as the theoretical model for this study.
Measures of financial attitudes concerned the areas of
planning, credit, spending, saving, insurance, financial
responsibility, and expectations. Measures of financial
behaviors concerned the areas of planning, spending, saving,
credit, insurance, taxes, and financial responsibility.
Measures of financial satisfaction concerned satisfaction
with standard of living and amount of money saved or
invested.

The respondents were a sub-set of an existing data

base, Financial Attitudes and Practices of Virginia

Citizens, Form A, (N=529). Forty-one respondents who
reported a 1989 income below 125% of the poverty guidelines
were included as the limited income sample. One hundred

eight respondents who reported an income in 1989 between



$30,000 and $44,999 were included as the middle income
sample.

Descriptive statistics were used for demographic items.
T-tests and chi-square tests were used to compare responses
to the individual measures by income group. A t-test
compared the mean summed scores for the measures of
financial attitudes using a Likert type response scale.

There was a significant difference in the financial
attitudes of limited income households and middle income
households (p = .00). Using the same method for the
measures of financial behaviors and financial satisfaction,
it was found that there also were significant differences in
the financial behaviors (p = .00) and financial satisfaction

of limited income households and middle income households

(p = .00).
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CHAPTER I
INTRODUCTION

Educators know that the better they understand
their students, the better they can meet those students’
needs. When teachers understand the situations in which
students live, their expectations, and aspirations, the
education they offer can be targeted to the specific
concerns of the students.

Cooperative Extension is part of the land grant
universities in each state whose mission it is to share
research based information with local citizens. Those
citizens are the students of Cooperative Extension
educators.

Extension programs are designed to target the
specific needs of citizens. The recession, military
"downsizing", business reorganization, and other factors
have caused many families to experience financial stress
in recent years. Many communities have become aware
that the segment of their population that can be
considered a "limited resource audience" is growing.
Better serving these citizens has become an Extension
goal. While all local Extension goals are not state or
national goals, serving limited resource citizens more
effectively continues to be a national goal (Reaching

Limited Resource Audiences, 1991). However, many
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Extension educators recognize that their understanding

of the needs, expectations, and aspirations of limited
resource citizens is inadequate.

Schuchardt, Marlowe, Parker, and Smith (1991)
stated that Extension has primarily focused on
programming for reaching middle income audiences. They
reasoned that it may be easier for Extension staff to
understand the audience when the leader and participants
have similar values, beliefs, and economic backgrounds.
Most Extension staff is middle income.

Extension has some programs, such as the Expanded
Food and Nutrition Education Program (EFNEP), which are
targeted to limited resource audiences. EFNEP employs
technicians from the targeted audience as teachers.
These technicians tend to understand the audience since
they are from the targeted audience. Some financial
management education is included in the curriculum which
emphasizes nutrition education.

Extension’s definition of limited resource
audiences includes more than income, as noted in the
report, Reaching Limited Resource Audiences.

Limited resource audiences include those

individuals and families with limited income and/or

limited education struggling to maintain supportive
environments. They do so with the burden of

limited access to adequate nutrition, affordable
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health care, quality housing and child care, and

transportation alternatives.

Limited income is defined as less than a
designated percentage of the median family income
for the state or éounty. The specific percentage
is determined by the relative economic
disadvantages of a geographic area.

Limited education is defined as anything less
than a high school diploma and functional literacy.
(Reaching Limited Resource Audiences, 1991, p. 1)
Schuchardt et al. (1991) believed that Extension

can be a leader in educating limited resource consumers
if educators realize that what works for middle income
consumers will not necessarily work for those who have
limited resources. They maintain that understanding the
audience is a priority in planning, developing, and
implementing programs. Without this understanding,
these programs will continue to fail to fully meet the
needs of the limited resource audience.

Although Extension recognizes that limited resource
households may lack more than income, income is a major
determinant of the situations in which many households
find themselves, and it is worthwhile to study its
influence. The financial attitudes, behaviors, and
satisfaction of any houséhold, whatever its income, also

are related to the situations in which households find
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themselves. 1If, for example, limited income households
feel that they are not in control of their finances, a
financial management educator should certainly teach
them differently than if they were middle income
households who feel they control their own destinies.

There is a perception that households with lower
incomes have different financial attitudes, behaviors,
and satisfaction from their counterparts with middle
incomes. For example, Deacon and Firebaugh (1988)
believed that low income households "have a sense of
readiness to meet demands rather than a specific plan to
meet demands" (p. 255). They also contended that some
low income families exist in a world of "what will be,
will be," and this can affect planning considerations.
As a result, these households may see no reason to try
to plan.

Justification

The researcher became aware of the need for this
research as more and more requests for financial
management education came to her local Cooperative
Extension office. The response from limited income
audiences to existing materials was often "This does not
apply to my financial situation. This is for rich
folks."

Cooperative Extension has recognized the importance

of reaching limited income households. Schuchardt and
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Baugher (1992) reported that the middle income group is
shrinking as a result of lower middle income households
experiencing hardships and falling into poverty. Lower
income households also tend to get trapped in minimum
wage jobs which means the families may spend a greater
part of their life span in poverty. Families who are in
poverty become a burden to those not in poverty as they
rely on government assistance programs supported through
taxation. Clearly, the limited income audience will
continue to represent a sizable part of the population
which needs the education that Cooperative Extension
offers and which may help families escape poverty.

Many people do not recognize Cooperative Extension
as a source of information on financial management
(Pounds, 1985). However, several successful programs
have been implemented by Cooperative Extension
throughout the nation. A National Impact Study (1987)
of some of those programs showed that 62% of the
respondents felt that their financial situations were
better as a result of participating in an Extension
financial management program. Another impact determined
from the study was that 79% of the respondents felt
their ability to handle their finances improved as a
result of the Extension program. There is increased
emphasis on implementing these programs because of the

importance of helping families make financial decisions
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in an uncertain environment (National Impact Study:
Financial Planning and Management Programs, 1987).

Schuchardt and Baugher (1992) noted that, to be
successful with limited income audiences, Cooperative
Extension must provide programs that are client
centered. Client centered programs are those that
consider the needs and wants of the clients or
participants. Schuchardt and Baugher further explained
that programming for this audience will take more time
and different approaches than work with more advantaged
audiences. Programming with limited income audiences
tends to require more preparation time for teaching and
more hands-on teaching methods. Often more teaching
sessions are scheduled with limited income audiences in
order to achieve the same outcome because of lower
educational levels of this audience. Those with lower
educational levels often find it difficult to retain
knowledge unless the teaching is more repetitious and
incorporates the use of hands-on teaching methods.

Purpose
This study was designed to help those persons

developing and delivering financial management
curriculum understand some of the differences and
similarities between limited and middle income
households. This knowledge can be incorporated into

curriculum which will meet the needs of both of these
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audiences. Specifically, the purpose of this study was
to compare the financial attitudes, behaviors, and
satisfaction of limited income and middle income
households.

Uses of the Study

The results of this study will be most useful for
financial management educators, especially those
educators who teach limited income audiences. Those
involved in writing financial management curriculum for
both income groups also will be able to incorporate the
implications from this study into the curriculum.
Decision makers involved in public policy concerning
limited income households may find the results very
useful in making more informed decisions. Financial
counselors who work with limited income households also
may find the results will increase their understanding
of their clients.

Research Questions
The basic questions to be addressed in this study
were:

1. What are the similarities and differences in
financial attitudes of limited income and middle
income households?

2. What are the similarities and differences in
financial behaviors of limited income and middle

income households?
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3. What are the similarities and differences in
financial satisfaction of limited income and
middle income households?

The following null hypotheses were tested:

1. There is no significant difference in the
financial attitudes of limited income households
and those of middle income households.

2. There is no significant difference in the financial
behaviors of limited income households and those of
middle income households.

3. There is no significant difference in the
financial satisfaction of limited income
households and those of middle income households.

Theoretical Model
The theoretical foundation for this study was

Deacon and Firebaugh’s (1988) family resource management

systems theory. The elements of the system include

input, throughput, and output (Figure 1). Several
researchers have used this model to investigate similar
topics. Davis and Helmick (1985) investigated the
impact of reference points on family financial
satisfaction. Davis and Schumm (1987) compared low and
high income groups in saving behavior and satisfaction
with savings. Godwin and Carroll (1985) studied
spouses’ financial attitudes and behaviors using this

model. Hira (1987) studied satisfaction with finances,
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10
and Jeries and Allen (1991) studied wives’ satisfaction
with financial management of families. Mugenda, Hira,
and Fanslow (1990) also studied satisfaction with
particular emphasis on satisfaction with financial
status and quality of life.

As defined in the model, input includes demands and
resources of the family. Demands can be defined as
goals or events that necessitate action. As the number
of goals increases, the financial management of the
family becomes more complicated because of the increased
demand on the families’ resources. Resources are means
by which the demands placed on the family by goals or
events can be met. The resocurces in the family include
the skills, abilities, and knowledge of the individuals
in the family and the material resources, such as the
tangible goods, including income, available for
consumption and the savings and investments of the
family. The input answers the questions of why, what,
and whether in the family finances. For example,
analyzing the input should answer why resources are
allocated in a given way or what resources are allocated
(Deacon & Firebaugh, 1988).

Deacon and Firebaugh (1988) defined throughput as
the process of transforming the inputs of the system
into outputs. The activities of planning and

implementing are included as throughput in the



11
management system. Planning is a series of decisions
about future standards and/or actions. Implementing is
actuating plans and procedures and controlling the
actions. The throughput answers the questions of how,
how much, how well, when, and where. For example, a
part of the throughput would concern where the family
would buy their children’s clothing for school.

The output of the system includes demand responses
and resource changes. Output is defined as the "matter,
energy, and/or information produced by a system in
response to input and from throughput processes"

(Deacon & Firebaugh, 1988, p. 12). Demand responses are
the output from managerial actions relating to values
and satisfaction. For example, a family’s satisfaction
with its level of saving would be considered a demand
response. Resource changes are the output from
managerial actions relating to human and material
resources. For example, the clothes the family
purchased for the children would be considered a
resource change.

The empirical model (Figure 2) illustrates
those variables that were investigated in this study.
The input, income, is a resource that the family can use
to fulfill its demands.

The activities of financial attitudes and financial

behaviors are measures of planning and implementing
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included as throughput in the management system.
According to Deacon and Firebaugh (1988), a component of
planning is standard setting. Standards are influenced
by the feelings one has about a certain topic.
Attitudes concern one’s state of mind or feelings, thus
financial attitudes are included in this part of the
model. Financial attitudes investigated in this study
were related to goals and values, spending, credit,
planning, and expectations.

Attitudes precede and affect any behavior including
financial behavior (Fishbein, 1975). Other marketing
researchers also have considered the concept that
attitudes precede behaviors. Rosenberg (1960) found
that there are three classes of responses to attitudes.
One of these is behavioral, which indicates that
attitudes do precede behaviors. The behavior is the
response to the attitude.

The other component of the throughput,
implementing, also was investigated in this study.

Since implementing is defined by Deacon and Firebaugh
(1988) as actuating plans and procedures and controlling
the actions, financial behaviors were used to test this
part of model. The financial behaviors that were
investigated include credit usage, banking services
usage, financial responsibility, spending and saving

behavior, and record keeping practices.



14
Financial satisfaction is the demand response that
was investigated in this study. The measures of
satisfaction considered were satisfaction with the level
of living of the household and satisfaction with the
amount of money saved or invested.

Delimitations

The study was delimited to those households who
filed Virginia state income taxes in 1989. The limited
income sub-sample included only those respondents who
reported a range of income that was no more than 125% of
the 1989 poverty income guidelines adjusted for family
size (Appendix A). The income for this sub-sample
ranged from under $10,000 for a household of one to
$25,000 for a family of eight people. The middle income
sub-sample included only those respondents who reported
an income of 80% to 120% of the median income in
Virginia in 1989, which was $38,213; therefore, the
middle income range was $30,000 to $44,999 regardless of
household size.

Limitations

The limitations of this study lie in the use of an
existing data base. As a result, the study was limited
to the questions and variables included in the survey
instrument. Particularly limiting were questions
relating to financial satisfaction. Only questions

concerning satisfaction with present level of living







































































































































































































































































































































