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Antecedents and Consequences of
Newlyweds’ Cash Flow Management

Deborah D. Godwin'

This study focused on exploring the process and outcomes of cash flow
management among randomly-selecied newlywed couples. Descriptive data
suggested that family cash flow management is much more complex than
revealed in previous studies asking "whether families have a budget.” Three
dimensions of family cash flow management--budgeting, financial
record-keeping, and goal-setting and analysis---were performed with varying
frequency by newlyweds. The most consistent antecedents that predict the
Jrequency with which couples perform these tasks were indicators of their
willingness to manage, even after their ability and need to manage were
controlled. Performing the recommended cash flow management tasks more
Jrequently appears to have few objective benefits, at least in the short term,
while one dimension, record-keeping, did predict greater satisfaction with the
Jamily’s financial situation.

KEY WORDS: family cash flow management, net worth, financial satisfaction

Evidence suggests that more families are having difficulty managing their
finances. Concern about families” financial management revolves around
evidence of high debt loads, low savings, lack of liquid assets, and increases
in credit delinquency, home mortgage foreclosures, and bankruptcy filings.
Consumers’ delinquency rate on bank credit cards rose to 6.13% in March,
1991, a 30% increase over the previous March ("Sharp rise in credit card
delinquency...”, 1991). Nonbusiness bankrupicy petitionshave increased from
282,105 in 1984 to 811,206 in 1991 (U.S. Bureau of the Census, 1992, p-
532). Family financial management is the subject of many textbooks, college
and university courses, and popular literature, but surprisingly little theoretical
development and empirical research. There is little understanding of the actual
behavior of families in their management of their financial resources. How
do families manage their cash flow? What causes different families to manage
differently? Do families who "practice what the textbooks preach" enjoy
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better financial status or do they feel better about their finances? [f programs
aimed at enhancing consumers’ choices in the financial services mlarket and
helping them manage their money are to be effective, such questions need
better answers than presently available. Answers to such questions are also
needed to inform policies and programs aimed at helping families avoid
financial problems and helping families who are already in financial ‘troulble.
The purpose of this study is to explore these questions. A first objective is to
describe the cash flow management of newlywed families using a more
comprehensive measure than in the past. A second objective is {o e.xplore the
factors that relate to newlywed couples’ cash flow management, testing several
hypotheses about the antecedents of more extensive cash flow management.
The third objective is to investigate the consequences of their cash flow
management, i.e., fo see whether better management produces better results.

Definitions:  Budgeting, Cash Flow Management and Family Financial
Management

Much of the difficulty in making conclusions about families” cash flow
management stems from the absence of conceptual definitiqns of several
important constructs. What is family financial management? I§ it Synonymous
with budgeting? Does budgeting mean that families project their fyture income
and expenditures or is it something more inclusive? No consistent definitions
of such terms exist. For example, the term family financial management I-las
been operationally defined to include everything from current cogsqn}ptlon
expenditures, general goal-setting and planning beh.a\.fiors, and the division of
responsibility between spouses for financial decisions. . Such broad and
inconsistent definitions do Httle to advance our understanding of the patterns
of families’ behavior or its causes and consequences.

Early examinations of family financial management focused on the freque'n.cy
of planning behavior, the existence of a written budget, or Whethe.r families
kept records (Dickens and Ferguson, 1957; Honey, Britton & Hotchkiss, 1959;
Honey and Smith, 1952; Syckle, 1951; Van Bortel & Gros‘s, ‘1954; Wel.ls,
1959). Most of these studies included only a single item, paid little attejnt{on
to the time referent of the behavior, and reported enly the barest descriptive
data on the measures. Similar problems continued to plague some of the more
recent research. Some investigators (Mullis & Schnittgrund, 1982) have used
simplistic, single-item measures of financial management. Others (Hira, 1987;
Hira & Nagashima, 1988; Mueller & Hira, 1984; Jeries & Allen, 1986) have
used from 5 to 17 very different items in studies purporting to measure some
aspect of financial management. Questions typically address who makes
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financial decisions, attitudes about credit, whether the family has financial
problems, and satisfaction with financial status, along with the behavioral
measures of planning, budgeting, and record-keeping. In some analyses,
these items are examined separately, although they are clearly interrelated and
should be assessed for their measurement properiies as indicators of broader
concepts. In other studies, these items are summed into an index with no
attention to the scalability of the items. In sum, lack of attention to the
conceptual and measurement issues of studying families’ cash flow
management and the lack of consistent terminology has made accumulation of
knowledge about such behavior difficult.

A few exceptions to this include recent studies with clearer definitions of
financial management that focus on behavioral indicators (Beutler & Mason,
1987, Godwin & Carroll, 1986; Williams, 1985). The best conceptual
treatment is the work of Beutler and Mason (1987), who defined a variable
called budget formality. They measured family budgeting behavior "along a
continuum ranging from formal and extensive to informal and minimal,
Formal budgeting consists of written plans made in advance for a period of up
to a year, with written records of expenditures followed by regular review and
evaluation” (p. 5). The indexed four variables: (a) planning horizon--point
of purchase to one year; (b) have written plans--never to always; (¢) have
written records--never to always; and (d) review and evaluate plans--never to
always.  While this represents an advance over previous operational
definitions, it does not include several aspects now being discussed in
textbooks as components of effective cash flow management, N

In this study, cash flow management is defined as the relatively short-term
planning, implementing and evaluating involved in allocating the family’s
income in order to meet their tacit or explicit financial goals. It is a set of
activities performed, albeit with varying degrees of frequency and
effectiveness, by all families. Cash flow management is a subset of financial
management, which includes other issues from savings and investment,
insurance, and retirement and estate planning. All families do not make
decisions about insurance, investment, retirement or estate planning, but all
make decisions about how their cash flow is managed. Whether they realize
what they are doing, families typically make and implement these decisions on
a frequent basis, perhaps daily or several times a week. Family cash flow
management subsumes but is not identical to budgeting. In addition to
including the tasks which typically comprise budgeting (e.g., projecting future
income, projecting expenditures, and reconciling or "balancing" the two),
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family cash flow management also includes other t‘asks, such as us.ing f%nanc%ai
statements to assess the family’s current financial status, malgng f1pag01a
goals, and keeping and analyzing records. To ac_comphsh the first objective,
newlyweds’ patterns of cash flow management will tl)e explored through a s;at
of 20 items, derived from current textbooks and designed to comprehensively
measure all aspects of their cash flow management.

Antecedents of Family Cash Flow Management

No theoretical model exists that specifies and explains the antecedents oi
family cash flow management. Most studie-s that have used a cqnceptua
framework for their study of family financial rn’anagement behavmrf ha'\;e
employed some version of Deacon and Firebal_lgh s (1988) model of family
resource management to conceptualize financial managemt-ant beha:v'mrs das1
throughputs in the family managerial system. Deacop and Fl'rebaugh § mo ed
proposes two types of inputs that influence that behavwr—famﬂy resources an

demands on the family.

According to Deacon and Firebaugh (1988}, famil}r resources influence I;’lle]:;
ability to manage effectively. Family members ability to manage thei
finances is a function of their human capital, as me.asurfad by_ their age, years
of formal schooling and specific training in family financial meulag'f:rner'lg.1
Having training in cash flow management and knowledge of_ th’e ?nanc?al
marketplace is indicative of greater ability tg manage the famﬂ)./ s manci)
resources. In today’s changing economic enVIrfJnment, some famll'le‘s mayh e
overwhelmed by the complexity of the financufllmanagement de.cmmns they
must make. Lack of knowledge of the complexities of the financial marlftl:lt is
expected to constrain the extensiveness of cash flow management of fami 1;13£
Previous research on the determinants of cash flow management suggests tha
the extent to which families engage in cash ﬂqw managemertt depends u;zion
their ability to accomplish the tasks. In Godwgl aI:ld Cgrroll s (1986) stuthy,
if wives or husbands had any type of education m.1“11‘12111(;1a1‘managemenii?:,I ey
reported more extensive financial management. Similarly, in a study 031' owa
households Beutler and Mason (1976) found that greater budget form 1t‘y 2
families was reported by more educated and. older respopdents. Bﬁu}hi
Schnittgrund (1982) suggested that one possible explanation why t elllrﬂow
income "non-budgeting" families did not use more formal styles of cat:i ow
management is that they "feel inadequate‘ly prepareml;l to use bu ggtmg
successfully” (p. 118). The implicithypothesis of educational programs aime
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at increasing skills at financial management is that such abilities will increase
the frequency of such activity.

According to Deacon and Firebaugh (1988), demands on the family also
influence the frequency of managerial behavior through their effect on the need
for families to manage. Families’ need to engage in more extensive cash flow
management is a function of their inifial endowments of financial capital, as
well as family circumstances that create financial needs. In previous studies,
this has been captured by use of such variables as family size, life cycle stag=,
and life events scales. In Beutler and Mason's (1987) study, a modest positive
relationship between budget formality and the intensity of family demands
suggests that families who perceive a greater need for formal bud-eting ar~
more likely to practice it. Income is conceptualized here as an addit® °
variable reflecting family need to manage (whereas, in most previous studies,
it has been conceptualized as a family resource). When family income is high.
there is more "cash" to manage and, perhaps, more decisions to make  ut
its allocation. As evidenced by previous research (Hefferan, 1982: Day.s &
Schumm, 1987), there appear to be threshold levels of family income, income
adequacy, and wealth below which families’ ability to engage in some financial
management behavior is constrained. Very low income may force families to
focus on the immediate consumption needs to the exclusion of future-orienied
management behaviors. However, the more likely effect of low income is to

increase the need for management. Because of the relative scarcity of money,

there may be more motivation among low income families to monitor incom:

and expenses, assess and adjust expenditures, and keep financial records.

But, there are other aspect of income besides the total amount, such as how
many sources their income they have and how certain and stable the Tamily’s
income is, that may capture families’ need to manage. Farmilies who have
more sources of income (e.g., from previous savings and investment) may
have a greater need :o> manage because of the complexities of their assets and
the financial markets and institutions with which they deal. It is likely that
income from sources other than regular wages and salaries is more variable
and perhaps more sporadic than earned income. Everything from monitoring
income to budget balancing and balance sheet assessment may increase in
complexity with the number of sources of family income. Families who are
less certain of their future income may also feel a greater need to manage their
cash flow more regularly and extensively. Uncertainty about future income
availability or amount should increase the frequency and amount of attention
given to managing it.
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Based on this literature, two hypotheses are posed regarding the second
objective of this study--to investigate the antecedents of couples’ cash flow
management. A first hypothesis is that couples’ ability to perform cash flow
management tasks will affect their performance of those tasks; i.e., the more
able couples are to manage their cash flow, the more extensive will be their
cash flow management. The second hypothesis is that the greater couples’ need
to manage their financial resources, the more extensive will be their cash flow
management behavior.

Deacon and Firebaugh’s model does not mention attitudes toward management
or include any element that encompasses perceptions of the expected value of
cash flow management for the family. Their model suggests that the more
families know how to manage and the greater the need to manage, they more
they will do. What about the expected benefits from such management? What
about the costs to families in terms of spending time and energy in these tasks?
If families do not believe spending time in cash flow management will do
much good, or if they do not feel the benefits would exceed the cost of such
management, why would they do it? No theoretical or conceptual framework
within family resource management encompasses such an idea. However,
subjective expected utility theory (Fishbein & Ajzen, 1975) provides a
framework for analyzing the willingness of families to manage and suggests
that individuals’ decisions to engage in a specific behavior are dependent upon
the rewards and costs they expect to result. Behavior will be performed when
the expected benefits of a behavior exceed the costs of performing it. The
more net benefits families expect from engaging in cash flow management, the
more willing they will be to devote scarce time and energy to such tasks.
Therefore, a final antecedent of the extensiveness of family cash flow
management is their willingness to spend their scarce resources of personal
time and energy in such tasks. The third hypothesis is that couples will
perform cash flow management tasks more frequently when they are more
willing to do so.

Family members’ attitudes toward financial management have rarely been
investigated in previous work, but when they have been assessed, results
suggest some support for this hypothesis. Moderate positive correlations have
been found between spouses’ attitudes toward financial management and the
number of financial management tasks they reported practicing {Godwin &
Carroll, 1986). Such factors as individuals’ attitudes toward planning (whether
it is seen as important and beneficial versus burdensome), their time horizen
(future vs. present orientation), their feelings of control, and the perceived
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benefits of cash flow management all should relate to how extensively families
perform cash flow management tasks.

Consider the implications for educational programs and financial counselors
that flow from a test of these three hypotheses. Depending on the factors
jfound to influence cash flow management, the prescriptions for education and
intervention may be very different. If families do not engage in cash flow
management because they do not perceive it to be beneficial, programs would
need to focus on the prospective benefits of more extensive management.
However, if families are convinced of the benefits of cash flow management

but are unable to do it adequately, education would need to focus on enhanciné

spouses’ knowledge and skills in the tasks of cash flow management and their
confidence in performing them.

Consequences of Cash Flow Management

For decades, family finance textbooks have recommended that families practice
2 variety of financial management tasks with the implicit promise of better
financial outcomes for those who take the advice. According to the textbooks,
budgeting, record-keeping, financial goal-setting, and assessing the family
balance sheet leads to better financial status as a result. But, little research has
investigated whether these recommendations "work", i.c., whether families
who perform the recommended tasks have better financial outcomes. Only a
few recent studies have assessed the relationships between financial
management behavior and financial outcomes such as net worth and families’
safisfaction with finances.

Objective Financial Status of Families

One possible ontcome of better cash flow management is improved f(inancial
status, e.g., higher net worth, more liquid savings for emergencies, and lower
debt/asset ratios. Evidence of the effectiveness of cash flow management
would be that it results in better financial status, independent of what would
have occurred anyway. Some previous work has examined changes in the
objective financial status of families over time, but few studies have
investigated whether families’ cash flow management behavior has affected the
amount or direction of change.

Two stdies (Foster & Metzen, 1981; Hefferan, 1982) have examined factors

related to change in family net worth, although both use data from prior to
1973. Each study investigated socioeconomic factors as influences on family

©1904, AFCPE 167




Financial Coumseling and Planning, Volume 5, 1994

financial status. Factors such as income, prior asset holdings, education, .a?ld
wives’ employment and earnings affected changes in net worth. Families
increase their net worth more with higher income and assets and greater
human capital. But, problems with these studies, such as their low
explanatory power and the complex patterns of effects fqund Wh?I} th,e gampl.es
were disaggregated, imply that additional factors affecting farmhﬂes financial
status need to be investigated. As Hefferan (1982) speculates, the level of
saving within a family depends not such much on incm}rie as on p%'eferences
for, and past experience with, saving... Income constrﬁams all family bu_dge‘tI
decisions, but motivation and experience may also be important constraints
(p. 54-55).

As important as financial and human capital may be i.n inﬂuencigg families’
financial status over time, other factors, such as the efficacy of their cash ﬂgw
management, should explain additional variance in the net worth of famlh:as
with similar incomes at similar life cycle stages. In Beutler and Maspg 8
(1987) study of 665 lowa families, their budget formality had a small positive
effect on their net worth and their preparedness for a large emergency, even
after income, life cycle stage, age and life events were controlled. Similarly,
Titus, Fanslow and Hira (1989) found in a sample of 123 lowa l{ousehc?lds that
net worth was higher when the family did more financial planning; this effsact
was moderately strong and held even when income, age, and housel%o.ld ,51ze
were controlled. They found no significant relationship between f.amﬂ.l,es net
worth and the extent to which they more frequently engaged m.fm‘ar.lmai
implementing behaviors. In each case, the lack of stronger or more significant
effects of financial management behavior on families’ financial outcomes may
be related to the limited measure of such behaviors that they used.

Satisfaction with Financial Status of Families . o . '

Another outcome of families’ cash flow management is their satisfaction with
their financial situation. While an objective indicator such as net \.JVOI'ﬂl
presumes that all families have wealth accgmulation as a goal, using a
subjective indicator such as satisfaction recognizes that families k'1ave a v‘anety
of financial goals and needs. Just as there has beep no censistency in the
definition of family cash flow management, there is no consensus on the
appropriate conceptualization of satisfaction with ﬁne’mces. Severzfl researcl;ers
(Davis & Schumm, 1987, Garman, Lytton & Dail, 1988; Jeries & Allen,
1986; Lawrence, Carter & Verma, 1987) have assessed some a‘spec!‘. of
satisfaction via a single general item. Other studies have used @ultlple item
measures. Godwin and Carroll (1985) used 11 items such as satisfaction with
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level of consumption of durable and nondurable goods, savings, and
record-keeping to measure subjective outcomes. Davis and Helmick (1985)
defined their construct to include satisfaction with consumption, wealth, and
financial security (itself an index of family savings, emergency reserves, and
expectations of future financial well-being). In their analysis of couple
consensus, Withelm and lams (1986) assessed satisfaction with level of
income, ability to handle financial emergencies, savings, and debt. They also
included the couples’ assessment of their financial situation over time (ie.,
how well off they feel this year compared to last) and their satisfaction with
their financial situation relative to other families’ situations.

Despite the differences in measurement, there have been some consistent
findings regarding influences on family financial satisfaction. Families with
higher incomes have consistently been found to be more satisfied (Beuiler &
Mason, 1987; Davis & Helmick, 1985; Davis & Schumm, 1987: Williams,
1985), although in some studies {e.g., Godwin and Carroll, 1985; Davis &
Schumm, 1987) a modest positive but nonsignificant relationship was found for
some groups. Other objective indicators of financial status, among them net
worth (Davis & Helmick, 1985), level of savings (Davis & Schumm, 1987;
Hira & Nagashima, 1988), and debt/income ratio (Davis & Heimick, 1985),
also have been found to relate positively fo financial satisfaction.

Human capital of family members has been found to relate only sporadically
to families’ financial satisfaction. Age has been found to relate positively to
satisfaction in several studies (Garman et al., 1988; Hira & Nagashima, 1988;
Lawrence et al., 1987; Titus et al,, 1989), but not in others (Williams, 1985;
Beutler & Masen, 1987). Williams (1985) found more educated farnily
members to be more satisfied with their finances, but in several other studies
with additional factors controlled, spouses’ education had no effect on their
salisfaction (Beutler & Mason, 1987; Davis & Schumm, 1987: Godwin &
Carroll, 1985; Hira & Nagashima, 1988).

Families’ attitudes toward financial management also have been investigated
as influences on their satisfaction. Davis and Helmick (1986) analyzed
satisfaction in relation to "reference points"--aspirations for improvement in
financial status and perceptions of changes in status. Spouses’ reference points
were consistenily the strongest predictors of financial satisfaction, even when
income and net worth were included. Davis & Schumm (1987) found couples’
values about financial security to be strongly related to their savings. The
observed relationship between the importance of savings and financial security
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and families’ satisfaction was curvilinear; subjects’ satisfaction 'tvith. their
savings decreased as the importance they placed on savings reached its highest
peak,

Relatively few studies have examined the relationship bf-:twee‘n the cash flow
management behavior of families and their financial satlsfactmr}. Those that
have studied this have found mixed results. For example, Godwin and'Carr(?ll
(1985) found a positive relationship between the frequency qf fm.anmal
management behavior and husbands’ satisfaction, but the same relationtsmp.was
not found for wives’ satisfaction. Williams (1985) found the opposite, i.e.,
more extensive financial management positively influenced women’s
satisfaction, but was not significantly related to men’s. Jeries.and Allen
(1986), studying married college students, found no relat-ionshlp betwee.n
between their budgeting and record-keeping of expenditures al?d th.elr
satisfaction. The only practice that was related to college students’ satisfaction
was record-keeping; studen(s were more satisfied- when they repo’rted they
diligently recorded expenditures by check. In Beut!er anfi Ma'son s' (1987)
study, budgeting formality was related to neither famllly satisfaction with level
of living nor their perceived income adequacy. Titus et E-il. (1989) four‘ld
subjects to be more satisfied with their finances when‘ they. did more ﬁnancu‘il
implementing tasks, but their financial planning behavior did not relate to their
reporis of financial satisfaction,

Tt is implicitly promised in family finance textbooks that one .route to .better
objective financial well-being and greater satisfaction v.v1th fl'nan.ces is fqr
families to practice what the textbooks preach. The third objective of 'th}s
study is to test the extent to which that holds. Thus, the fOIII:th hypothesm is
that engaging in more extensive cash flow managemc.nt 'behavmr will result- in
better objective financial status. The fifth hypothesis is ti.lat more extensive
cash flow management will lead to greater satisfaction, .mcludmg not only
couples’ satisfaction with the process and outcome of their xr?anagement, but
also their comparative satisfaction, relative to where the family thought they
would be and compared to other similar families.

The effect of family cash fiow management behavior on financial outcomes
will be assessed in a multivariate model in which other plausible causes of
families’ objective and subjective financial status are 001_1t.rolled. Although
these hypotheses are thought to be generalizable to all famlhes: they are tested
with a sample of newlywed couples in their first year of marriage. Although
limiting in terms of external validity, testing the hypotheses on a sample that
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is homogeneous in terms of family size and stage of the family life cycle
controls a number of potentially important confounding variables, including

differences in financial needs based on life cycle changes and family size
demands,

Methods

Sample and Data Collection

Newlywed spouses were selected through a two-stage random sampling
process. First, 53 counties in Georgia were selected from its 159 counties.'
Then, marriage license applications in the county offices were systematically
randomly sampled to obtain a mailing list of newlywed couples in their first
marriages. Of the approximately 4200 names gathered, 800 were randomly
sampled from the list. In May, 1992 questionnaires were mailed to the
couples with a cover letter and a self-addressed, return postage guaranteed
envelope, using Dillman’s (1978) techniques. A follow-up postcard and
another questionnaire were sent approximately two and four weeks later,
respectively. Because of undeliverable questionnaires, ineligible couples and
nonreturns, the data for this analysis are from 256 newlywed couples. 2

The cover letter instructed that the spouses who was primarily responsible for
the finances should complete the questionnaire. In 38.4% of the cases the
husband completed the questionnaire, in 27.5% the wife completed the
questionnaire, and in 34.1% of the cases it was completed by both spouses.
This reflects the couples’ perceptions of their roles in the financial
management process. The couple is the unit of analysis, although some of the
variables represent individual traits of one or the other of the spouses and
other variables represent the status of the couple.

Table 1 on page 173 shows descriptive data on the sample. The sample
Spouses were mainly in their twenties, although over one-fifth of the husbhands
and one-tenth of their wives were 30 or older, not unexpectedly given today’s
higher average age at marriage. Husbands’ and wives® education averaged
about 14 years. The husbands were employed in many occupations, ranging
from professionals to unskilled laborers. Of the 75% of wives who were
employed, over one-third worked in sales or clerical jobs. About 25% of both
husbands and wives had received some form of training in financial
management issues at some time in the past,
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Measures

The measurement and descriptive data on the indicators of families’ need,
ability, and willingness to manage are also shown in Table 1. The indicators
of ability to manage included the age of the financial manager in years. If the
couple indicated that both completed the questionnaire, then the age of the
husband, which were highly correlated with the wife’s (.83), was us§d.
Another indicator of ability was whether the financial manager had any prior
training in financial management. Again, if both spouses completed .the
questionnaire, the husbands’ prior training variable was used. The final
variable representing couples’ ability to manage was the employment status (_)f
the wife, a dichotomous variable coded one if the wife was employed in a paid
job and zero otherwise.

The couples’ need to manage was measured by four variables. Totall fam:ﬂy
money income before taxes in 1991 was measured with a single question with
18 ranges of income available (30, $1 - 2499, $2500 - 4999, $5000 - 7499 ...
$60,000 - 69,999, $70,000 - 79,999, $80,000 and over). Response§ were
recoded to the midpoints of these categories and treated as a contmuqus
variable. Respondents were asked whether they received any income during
1991 from any of 12 different sources; they answered yes or no to each
source. The variable, number of sources of income, was the total number. of
sources from which they received any income, A third variable representing
need to manage was the certainty of income receipt by the couple._ One
Likert-type item measured this variable, which was treated as a continuous
variable. The final variable capturing the couples’ need to manage was the
number of major changes that occurred in their houschold during 19.91. "I'he
respondent was asked whether any of six major structural or snugtmnal
changes (added or lost family member, started or quit job, experienced
unemployment or significant health problem) had happened to them. The
continuous variable computed was the sum of the number of household
changes that had occurred.
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ble 1

Measurement of Variables in the Model and Sample Characteristics
Variable Unit of measurement Mean Std. dev. Min, Max.
Ability to Manage
Age Age of financial manager 25.53 439 18 43
Education Years of schooling completed by 14,28 2.51 4 21
financial manager
Family financial Whether husband had any training in 25 - 0 1
mgt. training financial management (0=No; 1=Yes)
Wives’ Whether wife is employed in paid job 75 -—- i 1
employ ment (0=No; 1=Yes)
Need to Manage
Income Total family meney income before  $35,722 22,553 0 90,000
taxes in 1991
Sources of Number of sources of income from: 3.29 1.58 1 8
income © Interest from checking, savings, stocks, bonds, etc.
@ FHach spouses’ earnings @ Other sources
Certainty of How certain are you that you will 4.04 1.05 [ 5
income receive the same amounts of income from main sources next yeat?
5=Very, 4=Certain, 3=Neither, 2=Tncertain, 1=Very uncertain
Changes Number of major changes in 1991 1.67 1.46 0 6
@ Added a child to household @ Lost household member(s)

® Either spouse quit or started a job @ Either unemployed
o Either had a significant health problem

Willingness 10 Manage

Feelings of Index of four Likert-type statements 13,70 2.79 4 20
control & Don’t have enough controf over the direction my life is taking.
alpha = .70 ® Prelty sure my life would work out the way I want it to,

® Haven't atways been sare that my life would work as I planned,
e Have little influence over things that happen to me.
(1=Strongly disagree; 5=Strongly agree)

Attitudes Index of three Likert-type items 12.86 1.79 6 15
toward ® Planning is essential to successfully managing one’s life.

planning @ Thinking about where you will be financially in 5-10 yrs. is essential
alpha = .63 for financial success.

@ Planning for the future is the best way of getting ahead.
{1=Strongly disagree; 5=Strongly agree)

Time horizon Two 11-point semantic differentials 14.09 4,37 2 22
@ Do you think 2 lot about things that might happen in the
afpha = .74 future (11) vs. usually take things as they come 1y

@ Are you the kind of person that plans Hfe ahead all
the time (11} vs. lives more from day to day {1)?
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Table 1 (continued} o
Measurement of Variables in the Model and Sample Characteristics

Variable Unit of measurement Mean Std. dev. Min, Max.
Perceived Index of six Likert-type statements: 21.80 4.57 6 30
benefits of "Doing more financial mgt. would..."

cash flow @ be gasier to pay our bills

management @ help us be able to afford more luxuries that we want
alpha = .85 e help us have money set aside in case of emergencies
@ help us avoid arguments about meney
® help us be able to afford more of the things we need
@ help us stay out of debt tronble
(1=Very uncertain; 5=Very certain)

Cash Flow Management

Budgeting Index of 10 items 34,34 7.23 i1 50 o
@ Estimate income @ Monitor income
alpha = .89 @ Estimate fixed expenses ® Monitor expenditures
® Estimate flexible expenses ® Balance budget .
@ Reestimate cxpenditures ® Assess fixed spn?nd:ng
@ Monitor balance ® Decrease spending
{1=Never; 5= All the time)
Goal-setting  Index of 7 items  20.42 5.48 7 3s
& balance sheet ® Set short-term goal (1 year)
@ Set long-term goal (5-10 years)
alpha = .82 ® Assess assets @ Assess dt?bt
® Assess emergency funds @ Increase income
® Decrease spending
Record-keeping Index of 5 items 15,12 4.48 5 25
@ Record income in writing
alpha = .83 @ Record most spending in writing @ Assess fixefi EXpeEnses
@ Record every dollar of spending @ Assess flexible expenses

Financial Outcomes

Net Worth Total assets - total liabilities $49,184 92,175 -44,400 852,920
Assets = sum of 29 assets valued at fair market value Dec. 31, "01
Liabilities = sum of 19 outstanding loan balances on Dec. 31, '91

Financial Index of 5 Likert-type items 18.32 4.18 5 25
satisfaction ® way you manage your money

8 financial situation o
alpha = .87 ® compared o where you thought you would be, financial situation

® compared to other families you know, financial situation
® way you divide up financial management tasks
(1=Very dissatisfied; 5=Very satisfied}
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Four variables were measured that captured some aspect of families’
willingness to manage. The first three variables were derived from a factor
analysis of a set of 20 items that had been adapted from previous instruments
in a pilot study. Principal components factor analysis with varimax rotation
was used to discern whether there were underlying common components or
factors that could more parsimoniously represent the variability in a larger
number of variables. Item loadings show the relationship of each item to the
underlying factor and are used to determine whether an item "loads” on a
factor. A factor loading cut-off point of .40 was used to identify each item
that loaded on each factor, These faciors were then analyzed for the content
of the items that load on each. Cronbach’s alpha coefficient was then
computed from each scale calculated from the factor analysis; it measures the
average interitem reliability of the items for measuring a theoretical construct,
The higher the Cronbach’s alpha, the more reliable the scale is.

The analysis yielded four factors, the first three of which were named feelings
of control, attitudes toward planning, and time horizon. Each of the computed
variables is the sum of the items that had loadings of .40 or higher on its
respective factor. The exact items comprising each index are shown in Table
I. Feelings of control indexed four Likert-type statements measuring the
extent to which respondents felt that their lives were under their control; the
scale had an Cronbach’s alpha reliability of .70, Three Likert-type items
comprised the attitudes toward planning scale, which had an alpha reliability
coefficient of .63. The time horizon variable was composed of two semantic
differential items where the ends of a bipolar continuum were anchored with
the phrases “think a lot about things that might happen in the future” and
"usually take things as they come" for one item and "kind of person that plans
life ahead all the time" and "lives more from day to day" for the second itern.
A line under the phrases included the numbers one to 11 and respondents were
asked to circle the number that best represented their view of themselves, This
index had a Cronbach’s alpha of .74. The fourth indicator of willingness was
a scale developed by the authors to more exactly represent Fishbein and
Ajzen’s notion of subjective expected utility, i.e., respondents’ perceptions of
the benefits of doing more cash flow management. Respondents were asked
how certain or uncertain they were that cash flow management would produce
each of six possible benefits. A five-point Likert-type response format was
available, ranging from very certain to very uncertain, The variable was
computed by summing responses to the six items and was treated as a
continuous variable; it had an alpha coefficient of .85.
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To operationally define family cash flow management, a first step was to
develop an inventory of normative prescriptions recommended by current
textbooks. Textbooks on family finance (e.g., Garman & Forgue, 1988;
Gitman & Joehnk, 1987, Rosefsky, 1989; Winger & Frasca, 1986) typically
include the following as part of the cash flow management process: (a) assess
the family’s financial position via a balance sheet (i.e., analyzing assets,
liabilities, and net worth), (b} assess the past financial behavior with a cash
flow statement (i.e., analyzing past income, expenditures and surplus or
deficit), (c) project the goals which the family would like to achieve, both
long-term and short-term, (d) aftach time horizons and dollar va-lues to
prioritized family goals, (e) project family income over a fu_ture period, ()
plan expenditures for fixed and flexible consumption categories, (g) an.alyze
the preliminary surplus or deficit, (h) if necessary, adjust planned expen'dltures
to balance the budget, (i) analyze irregular expenditures and plan savings to
make cash available when needed, (j) record and monitor income and
expenditures as they occur, (k) if necessary, adjust expenditures, (1)‘ analyze
and evaluate the plan and its implementation at the end of the per.md, (m)
begin the process again for the next period. Twenty ifems reﬂelctmg these
tasks were developed for the measure of cash flow management instrument.

One obvious dimension of cash flow management is whether families perfqrm
each task. Early studies (e.g., Dickins & Ferguson, 1957; Honey & Smith,
1952; Van Bortel & Gross, 1954) and more recent researchers {e.g., Mullis
& Schnittgrund, 1983} measured merely whether families engaged in these
tasks, e.g., whether they planned or whether they "budgeted.”. Howev;r,
some of the tasks are optimally performed once a year, such as projecting
income and expenditures. Others, such as monitoring expenditureg are
optimally petformed continuously over the year and even then, are contingent
upon the need for doing such (e.g., adjusting family expenditures). Thus, the
frequency with which each activity is performed should be 311.easured and
patterns of how frequently typical families engage in such activities should be
investigated. Respondents were asked how frequently they performed each
task and a 5-point Likert-type scale, ranging from all the time (coded 5) to
never (1) was the response set.

The two financial outcomes measured were family net worth and satisfaction
with their finances., Net worth was computed from summing the reported
dollar value of all of the couple’s assets valued on December 31, 1991 al.ld
subtracting the outstanding liabilities as of December 31, 1991. Fmanc‘nal
satisfaction was a index of five Likert-type itemns with response sets ranging
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from very dissatisfied to very satisfied. The alpha reliability for this scale was
87.

Data Analysis

The hypotheses were tested with multiple regression analyses. Each dimension
of cash flow management was regressed on the indicators of need, ability, and
willingness to manage. Each financial outcome, net worth of the couple and
financial satisfaction, was regressed on the three dimensions of cash flow
management behavior, in addition to the indicators of need, ability, and
willingness. Standardized regression coefficients {(Beta weights) reveal the
relative importance of each independent variable in relation to the dependent
variable.

Results

Frequency of Cash Flow Management

The first objective of this study, describing the cash flow management of
newlyweds, included exploring the conceptual dimensions of the cash flow
management consiruct using an instrument that more comprehensively
examined couples’ behavior. A principle components factor analysis of these
20 items was performed (Appendix). Three factors that collectively retained
58% of the variance in the original items were formed. An itemn was placed
in a factor if its factor loading was .40 or greater. The first factor retained 10
items focusing on estimating income and expenditures, and balancing and
monitoring the budget. The second factor included 7 items, including setting
short-and long-term goals, and assessing assets, debts, and emergency funds
{liquid assets). The third factor included 5 items on recording and assessing
income and expenditures.

The average frequency with which newlywed couples performed the tasks of
cash flow management is also shown in the Appendix. The typical newlywed
couple reported doing the budgeting tasks between "sometimes" and
"frequently” (as indicated by the means for these items which are mostly in the
range between 3.00 and 4.00). About one-tenth of these couples reported that
they budgeted "all the time". Very few couples reported that they "never" did
the budgeting tasks, The goal-setting and balance sheet assessment tasks were
typically performed by newlywed couples between "rarely" and "sometimes."
Compared to the proportion who never did the budgeting activities, a larger
proportion, almost one-third of families, reported they "rarely" or "never" set

©1994, AFCPE 177




Financial Counseling and Planning, Volume 5, 1994

goals or assessed their assefs and debts. T ypical newlywed families reported
that they "sometimes" did record-keeping, with about equal proportions
performing record-keeping tasks both more and less frequently than that. It
appears that, while there is a minority of families who perform very few of the
recommended tasks of family cash flow management, most newlywed couples
do many of the tasks at least sometimes during their first year of marriage.
There appears to be a lot more cash flow management activity, performed
more frequently, among newlywed couples than has been previously reported.
Of course, these higher estimates of the frequency of family cash flow
management behavior may result from the use of a more extensive set of items
to measure the construct,

1e 2
Regressions of Antecedents of Newlyweds’ Cash Flow Management on
Demographic and Attitudinal Variables.

Antecedent Budgeting/ Goal-setting Record-keeping
monitoring assessment
Ability to manage
Financial manager’s age - 17 % -07 -.09
Financial manager's training - 10 11 A5
Wife’s employment .05 03 14 #
Need to manage
Family income (1000°5) =10 .00 -12
Number of sources of income -.08 -.142 0
Income certainty .01 -.16 * -.04
Changes during year 09 -.05 .05
Willingness to manage
Feelings of control .09 A5 #* 20 w#*
Attitudes toward planning 23wk AR g5
Time horizon Ao 10 .06
Perceived benefits of c.f.m. 16 * 137 .03
Adjusted R? 17 10 10
F-value 5.39 *&+ 3.36 4= 3.34 #kx
p < .10

*p < 05 #p < 01 o p < 001

Antecedents of Cash Flow Management

Investigation of the antecedents of the frequency of spouses’ cash flow
management was the second objective of this study. Three types of
antecedenis were hypothesized to relate to the frequency of cash flow
management of newlywed couples, Table 2 shows the results of regression
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analyses of the three dimensions of couples’ cash flow manageient on
families’ ability, need and willingness to manage.

The first hypothesis, that couples with more ahility to manage will do cash
flow management more frequently, received some support, primarily regarding
record-keeping activities. Looking across the first three rows in Table 2, it
appears that financial manager’s age is negatively related to budgeting and
monitoring, while financial manager’s training and wife’s employment are both
related to the frequency of newlyweds’ record-keeping. Couples in which the
financial manager had some past training in financial management and in
which the wife was employed engaged in financial record-keeping more
frequently than other couples. It appears that ability to manage may explain
some of the record-keeping activity of newlywed couples. In addition,
younger, less experienced couples performed the budgeting activities more
frequenily than older newlyweds; this is opposite of the finding expected if
older age indicates greater experience with and ability to perform the tasks of
financial management. This finding may result from the fairly strong
relationship (r = .47) between age and income. Younger couples have lower
incomes, which in turn may increase the need for careful cash flow
management. In order to investigate this possibility, the regression for
budgeting was redone excluding age from the analysis. In this equation, the
coefficient for family income (-.06) was statistically significant (t=-2.77, p <
.01), indicating that couples with lower income performed budgeting more
frequently than higher income couples. This finding indicates that, in the
previous equation, age may not be capturing the effect of ability so much as
it indicates the need to manage that accompanies having a lower income
constraint,

The second hypothesis was that cash flow manggement would be more
frequent among newlywed couples with a greater need to manage their
resources. This hypothesis received limited support and only for the activity
of goal-setting and assessment. The next four rows in Table 2 show that the
only "need" variable significantly related (at the .05 level) to a dimension of
cash flow management was the degree of income certainty the couple reported,
although the number of sources of income was significant at p < .10, The
fewer sources of income a couple had and the less certain they were that their
income would be stable, the more frequently the couple set goals and assessed
their progress toward achieving those goals. The indicators of need to manage
had no significant effect on either the frequency of budgeting or
record-keeping activities of newlywed couples.
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Couples’ willingness to manage was the third hypothesized antecedent of
newlyweds’ cash flow management. This hypothesis received the most support
of the three. Couples’ feelings of control were instrumental in two dimensions
of cash flow management--the frequency of goal-setting/assessment and
record-keeping. The more they believed that they had control of their lives the
more frequently they set goals and kept financial records, Couples’ attimdes
toward planning was related to all three dimensions of cash flow management.
The more essential and beneficial the couple viewed planning for the future,
the more frequently they budgeted their resources, set and assessed future
goals and kept financial records. The measure of perceived benefits also
related to two cash flow management activities, although this variable was
related to goal-setting at only the .10 level. The more beneficial they viewed
cash flow management in terms of helping them manage, the more frequently
they budgeted and set and assessed goals. Of the three categories of
antecedents, these indicators of willingness to manage demonstrated the most
consistent and strongest (as indicated by the size of the standardized
coefficients) on the cash flow management of the couples.

Consequences of Cash Flow Management

The third objective of the study was to assess the effects of cash flow
management on both objective and subjective measures of financial outcomes.
Table 3 shows two regression analyses testing fourth and fifth hypotheses on
the effects of newlyweds’ budgeting, goal-setting, and record-keeping behavior
on their net worth and their financial satisfaction.

The regression of couples’ net worth revealed no support for the fourth
hypothesis. Only the frequency of couples’ record-keeping was significantly
related to their net worth and the relationship was the opposite of that
hypothesized. The Beta weight of -.21 indicates that the more frequently the
couples kept and analyzed financial records, the lower was their net worth,
This negative effect of record-keeping on net worth occurs not because
families with lower incomes have lower net worth, because the effects of
dollar income and several other dimensions of income are controlled in the
analysis. At least in the short term, performing the recommended tasks of
cash flow management more frequently produced no objective benefit for
newlywed couples.
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abie 3
Regressions of Consequences of Newlyweds’ Cash Flow Management on
Demographic and Attitudinal Variables.

Variable Net Worth Financial Satisfaction
Abitity to manage
Financial manager's age 04 -13a
Financial manager's training .08 .03
Wife's employment -05 =07
Need to manage
Famity income (1000°s) A7 * A1
Number of sources of income 2] kE A5 *
Income certainty -.04 18 #*
Changes during year -03 -14 %
Willingness to manage
Feelings of control 14 ¥ 20y
Attitndes toward planning -.00 -06
Time horizon .02 14 *
Perceived benefits of ¢.f.m. .01 -.06
Cash flow management
Budgeting & monitoring =05 -10
Goal-setting & assessment A1 12
Record-keeping -21 % 18 *
Adjusted R? .15 29
F-value 3,73 #kk 7.8 #*k
¥%p < 001 ap < .10

*p < 05 #p < 01

However, several other factors were significantly related to the couples’ net
worth. The higher the income and the more sources of income the couple
had, the higher was their net worth, relationships that are entirely expected.
Additionally, the greater the sense of control over their lives the newlyweds
reported, the higher the couples’ net worth. The adjusted R? for this equation
shows that about 15% of the variance in couples’ net worth was explained by
the equation. An equation including all of the ability, need, and willingness
variables, but excluding the cash flow management variables had an adjusted
R* of .13. This indicates that the addition of the three cash flow management
variables added no significant explanatory power to the equation, additional
evidence that the fourth hypothesis was not supported.

The final hypothesis was that more frequent cash flow management would

produce a greater sense of satisfaction with their financial status. Again, the
only significant effect of any of the cash flow management variables was found
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for frequency of record-keeping. The Beta of .18 indicates that couples who
rep.or'ted more frequently recording and analyzing their finances were more
satisfied with their financial status. This relationship held even when several
other ant.ecedents were controlled. But neither the frequency of budgeting nor
goal-setting and assessment significantly affected the couples’ satisfaction.

Several other factors were also related to the newlyweds’ financial satisfaction
Couples with more different sources of income and those who felt they coulci
predlc.t their income in the future were more satisfied, as were those who had
expenem.:ed fewer changes in their family circumstances during the first year
of marriage.  Couples who felt more in control and those with a
futuTe_-onented time horizon felt more satisfied with their financial status

Afldltlonatly, there is some indication that younger couples were more satisfieci
with their financial status than older couples,

The adjusted R® for this equation indicated that 29% of the variance in
newlywed couples® financial satisfaction was explained by the equation. An
eqpanon excluding the three dimensions of cash flow management ha;d an
adjusted R? of .26, a small difference from the full equation. Adding the three
cash flow management variables to the analysis did not add much additional

explanatory power to our understanding of the financial satisfaction of
newlywed couples,

Becanse thefre was some evidence of an effect of record-keeping frequency on
couples satisfaction, further analysis of the sources of such satisfaction was
warranted. To further explore the relationships between performing cash flow
managenllent tasks and newlyweds’ satisfaction, a series of one-way analyses
2f covariance were performed. Couples whose satisfaction index scores were
20 or greater (n = 112) were labelied satisfied, whereas those scoring lower
than 20 were designated (n = 143) dissatisfied. These two groups of couples
were C(?mpared on the individual tasks of cash flow management, after
contro}llng' for the other variables that were significant in the regr’ession
ana]y.ms (financial manager’s age, number of sources of income, income
certainty, changes, feelings of control, and time horizon)., Table 4’ on page
186 shows a profile of the differences in the frequency of performing the cash
flow management tasks between satisfied and dissatisfied couples.

As expegted from the regression results, these two groups of couples differed
on all five .of the record-keeping tasks. Satisfied couples performed the
record-keeping and assessment tasks more frequently than dissatisfied couples.
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As indicated by the mean scores, the typical satisfied couple recorded their
income and spending and assessed their fixed expenditures several times a
month, while dissatisfied couples did the same tasks significantly less
frequently, Satisfied couples assessed their flexible expenditures about once
a month or so and recorded every dollar of spending a few times a year on
average.

Although the goal-setting and assessment variable was not significantly related
to couples’ satisfaction in the previously-reported regression, two of the
individual tasks in that index were performed with different frequencies by
satisfied and dissatisfied couples, Satisfied couples more frequently set a
short-term financial goal than did dissatisfied couples. Satisfied couples
engaged in goal-setting about once a month on average, while dissatisfied
couples did this an average of only a few times a year. There were also
significant differences in how often the couples assessed the amount of
emergency money available. Satisfied couples assessed their emergency funds
about once a month, while dissatisfied couples did so less frequently.

Discussion

The purpose of this study was to explore the process and outcomes of cash
flow management among newlywed couples beginning their marital and
financial life course together. Describing the frequency and patterns of
couples’ cash flow management was a first objective. Family cash flow
management among newlywed couples is not an all or nothing phenomenon.
When previous studies have asked families questions such as "whether they
have a budget", responses have generally shown high proportions of
affirmative responses. For example, Davis and Carr (1992) found that 88%
of "beginning” families sampled in Kansas in 1984 had a budget, although
over half of them reported their plan was "mainly mental." Rather than
focusing on a dichotomous yes-no question, this study investigated the
frequency with which newlywed couples reported that they performed 20
discrete tasks described in family finance textbook as "cash flow
management.” Results reveated quite a bit of variability in the frequency with
which newlyweds performed three different types of cash flow management.
The most frequent tasks were those fraditionally associated with
budgeting--projecting and assessing future income and expenditures and
balancing the two--which was done by about half of all newlywed couples
frequently or all the time. Financial record-keeping was also performed
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frequently or all the time by about one-third of the newlywed couples. Fewer

newlywed couples reported setting goals and assessi i
o Erooontly gg sessing their balance sheet data

A seconq objective of the study was to investigate why some newlywed
couples did more of these tasks than others. The most consistent anteceflents
of {wwlyweds’ cash flow management were indicators of fhe couples’
w1111ngn.ess to manage--their attitudes toward planning, their locus of control
and their perceptions of the henefits of management for their daily lives1
Couplf:s Who believe that planning is important and produces benefits tha%
outwelgl? Is costs engage in all three types of tasks more frequently than those
})vho beh.eve planning is burdensome and not worth its costs in time and
meonvenience.  Couples who feel in control of their lives report more
frequently engaging in the type of future-oriented goal-setting and assessment
and record-keeping that the textbook authors recommerd.

The implication of this finding for educators and practitioners is clear. It has
gener‘:;l!ly been assumed that when families don’t manage their finances
effef:tlvely, it was because they lacked the knowledge or skilis to do so. But
Fhe 1m;?qrtance of the families’ willingness to maitage in explaining va'riatior,i
in families’ cash flow management calls this assumption into question. It is
not _epough to teach people how to manage or to patrticularly focus on‘ those
families whose need for cash flow management is greatest because of limited
iesources or greater situational demands. In order to increase the use of the
recomended cash flow management practices, potential clients must be
convinced that planning is important, that they can indeed influence what
happelns to them financially, and that managing better can provide important
benefits to them, First prospective audiences must be motivated to do cash
ﬂow_ management, in addition to, or perhaps instead of, teaching them the
specific skills of budgeting, record-keeping and financial statement analysis.

It is also important to note the absence of several expected effects of other
vanztbies. Few of the indicators of families’ ability and need to manage were
consistently related to their cash flow management. Age was related only to
the fregucncy of budgeting, with younger couples more frequently engaged in
budgeting than older couples. Education and wives’ employment were onl

.relatecl to the dimension of financial record-keeping. The absence of az
mcome effect is also notable. The absolute level of family income had no
effect on couples’ budgeting, goal-setting and assessment, or record-keeping

However, the number of sources of income and the certainty of income warf;
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related to goal-setting. Couples with both fewer different sources of income
and who were less certain of their future income more frequently set financial
goals and assessed their progress toward those goals.

These results have some potential in terms of identifying potential rarget
audiences for training from educators and financial counselors. Couples who
do less of at least some of the tasks of cash flow management inciude younger
couples, those with no prior training, couples in which the wife is not
employed, those with fewer sources of income (i.e., one-earner couples, no
prior savings and investment), and those with uncertain income (i.e., those
with seasonal jobs, sporadic hours of work, and/or who work on commission
instead of wages or salaries). These types of newlywed couples may benefit
most from the efforts of educators and financial counselors.

The third objective of the study was to assess the consequences of newlywed
couples’ cash flow management. Family financial textbooks describe a process
of cash flow management that, if systematically performed, is presumed to be
beneficial to famities. Beutler and Mason (1987) concluded that greater
formality in the family budgeting process had an impact, albeit a modest one,
on family net worth and preparedness for financial emergencies. Titus et al.
(1989) concluded that effective financial management affected both families’
net worth and their satisfaction, Results of these analyses in this study were
that more frequent cash flow management had few short-term benefits for
newlywed couples. Indeed, record-keeping may be inversely related to
objective financial status. And only one dimension of cash flow management,
the frequency of record-keeping, had a positive impact on the family’s
satisfaction with their finances. As Beutler and Masen cautioned, it is
important to avoid concluding that there are no longer term benefits to cash
flow management. They suggested, "it may be that the greater benefits are
those, like the accumulation of wealth, that are realized in the longer run from
the accumulated effects of vears of effective management” (Beutler & Mason,
1987, p. 10). An extension of this study that follows newlyweds across the
first few years of their marriage in a panel design is needed in order to assess

this question.

The next important step is to replicate and extend these results with broader
samples, taking advantage of and furthering some of the conceptual and
methodological refinements of this study. It is important to examine the
dimensions of cash flow management comprehensively and specifically in
order to understand something other than whether families have a budget or
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whether they write down their expenditures. It is also important fo determine ; 1%) of the eligible couples responded with a refusal to answer the questionnaire, although
whether the patterns of behavior established early in a couples’ marriage :

persist or changc over their life course. Of course, the ultimate objective is E 3. This raises the question of what exacily is being reported for some of the variables, i.e., time
to effectively resolve the question of whether better management results in ]

better financial outcomes for the family.

of course, others implicitly refused by failing to respond to the multiple mailings,

horizon, aftitudes toward planning, etc. When either husband or wife completed the items,
it probably represents his/her individual perception, When the couple checked "both”, these
responses probably represent some "average” of the spouses’ feelings. To check Jor whether
this affecied the analyses, one-way ANOVAs on all of the major variables by "type of
respondent” (husband, wife, or both) were run and no significant differences were found.

Table 4
F-tests Comparing Satisfied to Dissatisfied Newlywed Couples
Satisfied Dissatisfied : Appendix
Cash flow management tasks couples(n = 112} couples{n=143) F-value
Record-keeping -
Recorded in writing most spending? 3.38 3.00 6.01%* _ Factor Analysis of Cash Flow Management Scale
Recorded every dollar of spending? 2.52 2,18 5.46* Descriptive Data
Assessed the amount of money you : Item Mean Std. Dev.
spent on flexible expenses? 3.05 2.80 3.91%
Recorded in writing your actual income? 3.46 3.18 4.34% 1. ESTIMATED fixed expenses {rent, car
Assessed the amount of money you : payments, etc.) for a future period? 3.77 .94 ;
spent on fixed expenses? 3.58 3.30 3.80° 2. ASSESSED whether expenditures arc L
Goal-setting & balance sheet assessment fess than or equal to income? 3.54 29 -
Set a financial goal that you hoped to ; 3. ESTIMATED expected .income for a future peried? 3.57 t.00 |
reach within a ycar? 315 2.78 6.00%+ : 4, INCOME meet expectations? . 3143 1.1¢ :
Assessed the amount of money you 5, R.EE%STIMATED future exp'cndxrurfas after
; : finding that they exceed estimated income? 2.92 1.1
can us¢ during an emergency? 2.95 2.49 12,572 E 6. MONITORED spending to determine if it is
*n < 05 ¥p < 01 #EE < 001 ap < ,10 : within income? 3.62 1.03
i ; i e R = : 7. ESTIMATED flexible expenditures {food, clothing,
recreation, etc.) for a future period? 3.55 .97
8. MONITORED spending? 3.44 1.01
9. ASSESSED the amount of money
Endnotes spent on fixed expenses? 342 101
L0. DECREASE expenses to malch income? 3.18 1.11
1. Originally, the counties were randomly selected from a list of counties in the state. However, i 11, SET financial goal to reach w/in five-ten yrs? 2,63 [.23
the names of newlyweds in the various county offices were sampled by students for course o 12. ASSESSED value of owned goods? 2.39 1.1¢
credit. In a couple of instances, because of a lack of cooperation of county officials or 13. SET financial goal to reach within a year? 2.94 1.37
students” logistical difficulties, a substitute county had to be sampled, Nevertheless, most of : 14. ASSESSED total amount of debt? 321 1.18
the counties sampled were randomly selected and the 53 counties were diverse, 15. ASSESSED amount of money that
geographically and socio-economically. The initial list of over 4000 names available for the : can be used d.u ring an emergency? 2.69 1.08
. , : 16. INCREASE income to match needs/wants? 3.37 [.07
second stage random sampling helps ensure the representativeness of the newlywed couples 17. RECORDED in writing most spending? 316 1.26
sampied. ' 18. RECORDED every dollar of spending? 2.33 1.28
2. Ofthe questionnaires sent to the original 800 sampled couples, 105 packets were returned 19. ASSESSED amount moncy spent on flexible expenses? 2.91 L.05
undeliverable (they had moved with no forwarding address, the forwarding address had ;0' RE(S:ORDED in wrifing your actual income? . 3.30 .18
expired, or the address was incomplete or unknown). Of the remaining 695, three envelopes !+ ASSESSED amount of money spent on fixed expenses? 3,42 1ol
were returned indicating the sample members were ineligible for the study (2 had diverced
and 1 had moved out of the state), which left a total of 692 eligible couples who received
questionnaires. Qf these, 274 questionnaires were refurned (274/692 = 40%). Of these 274,
18 questionnaires that were returned were discarded Jrom ihe final sample because of
incomplete answers, leaving a total of 256 returned, useable questionnaires, Only 6 (or <
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Factor Analysis of Cash Flow Management Scale (continued)

e Factor 1 Factor 2 Factor 3
ll\3dudg.eting &  Goal-setting & Record-

onitozin, i i
1. ESTIMATED fixed expenses for future .80 - e _— —
2. ASSESSED whether exp. <= income 79 P
3. ESTIMATED income for fuhare lTG A
4, INCOME meet eXxpectations '66 o
5. REESTIMATED futire expenditizes l65 i
6. MONITORED spending .63 @
7. ESTIMATED flexible expenditures ‘63 Py
8. MONITORED spending l54 -
9. ASSESSED fixed expenses ‘50 P
1¢. DECREASE €Xpenses © maich income '44 51 pr
11, SET goal to reach in 5-1¢ years ‘ I'? pe
12, ASSESSED value of owned goods .63 o
13. SET goal to reach within g year l6 "
14, ASSESSED (otal amount of debt .6: -58
15. ASSESSED money for emergency .61 P
16. INCREASE income o match needs/wants .56 o
17. RECORDED in writing most spending '81 »
[8. RECORDED every dollar of income ‘ s
19, ASSESSED amount spent on flexible 4 2
20. RECORDED in writing actual income o 3
21. ASSESSED amount Spent on fixed 40 g? P

. St .62

Proportion of variance retained
Cronbach’s alpha for index 24;;;% 17.;% 15.893%
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