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ABSTRACT 

 

The world is growing older. With the shift in demographic, it is crucial that policymakers 

take such changes into account. Although the US is aging, only a small number of 

Americans have adequate retirement savings. Therefore, the government should 

encourage people to save and invest more to ensure they are financially self-sufficient 

when they retire. Given the high stake of this issue, several studies have examined factors 

affecting individuals’ retirement savings. Most studies focus on socioeconomic 

characteristics and financial education in school, but very limited studies focus on how 

parents could affect their off springs’ retirement savings. This paper focuses on the 

effects of parental financial socialization on individuals’ retirement savings. The paper 

further explores whether there is a difference between the effects of mother and father on 

their children’s retirement savings through the parental financial socialization process. 

The findings suggest that only mothers influence their children’s retirement savings.  
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CHAPTER I – INTRODUCTION 

An aging population is a global issue. It poses challenges for the older persons 

themselves, younger generations, and governments. More retirees and fewer young or 

working-age population imply that there is an increase in financial responsibility for the 

government to the older population through entitlement programs. This disproportional 

support for older people also leads to a debate about U.S. intergenerational justice 

(Gusmano & Okma, 2018; Lusardi & Mitchell, 2011; Uhlenberg, 2009a). With such an 

increasing burden, governments must encourage individuals to be financially 

independent. A need for such financial independence is urgent, especially when the 

government transitions from defined benefit pensions to a set of financial products that 

require individuals’ financial knowledge to plan their retirement investment (Lusardi & 

Mitchelli, 2007).  

To be financially independent during retirement, individuals must have sufficient 

financial knowledge to accumulate wealth and savings to be used later in their lives. 

People obtain financial knowledge from various sources. Based on the Experiential 

Learning Theory (ELT), individuals acquire financial knowledge by learning financial 

education in school, having hands-on experience, and observing their parents’ financial 

behavior (Tang & Peter, 2015). However, it is not always the case that individuals with 

more financial knowledge will make better financial decisions. Other personal 

characteristics and external factors also affect their actual financial behavior, such as self-

discipline, thoroughness, and parental influence (Tang et al., 2015). Therefore, recently, 

we can see more literature attempting to study the effects of other factors apart from the 

financial knowledge that shapes how individuals behave financially. In 2011, 
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Gudmunson and Danes proposed one of the well-known theories called the family 

financial socialization or parental financial socialization theory.  

In addition to the financial socialization theory, there is clear evidence of a 

positive relationship between parental education and an individual’s educational and 

occupational success (Dubow et al., 2009). Such success often leads to an individual’s 

positive financial behaviors. However, less often studied is whether the effects of 

financial knowledge and financial behaviors acquired through parental financial 

socialization continue when individuals reach retirement age (LeBaron & Kelley, 2020). 

Additionally, a better understanding of whether mothers and fathers similarly affect their 

off springs’ financial behaviors is needed. Therefore, to clearly understand how 

individuals become financially independent later in life, it is important to understand how 

mothers and fathers play a role and how it affects individuals in the long run. 

This study uses the Survey of Household Economics and Decisionmaking 2020 

by the Board of Governors of the Federal Reserve System. The survey examines the 

economic well-being and financial lives of U.S. adults and their families. I perform a 

regression analysis using probit models. The primary objective is to determine whether 

parental financial socialization is associated with an individual’s financial independence 

during retirement. To answer the question, I first provide estimates of the relationship 

between parental education as a proxy for parents’ financial capability and parental 

financial socialization and individuals’ financial well-being. Next, I provide estimates of 

the relationship between parental education and the likelihood that individuals have on-

track retirement savings. Lastly, I examine whether there is any difference in such effects 

between mothers and fathers. 
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The central focus of this study is the extent to which the effect of parental 

financial socialization accounts for individuals’ financial success later in life. And 

whether mothers and fathers play such roles similarly. The results will shed light on how 

individuals gain financial knowledge through parental financial socialization. It will also 

provide insight for the government about potential family-based programs which will 

help ensure that Americans are financially self-sufficient in the current aging and 

uncertain generation. 
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CHAPTER II - PRIOR STUDIES 

Aging Population and Financial Readiness in the U.S. 

Global demographic changes were not evident until the early 18th century when 

there were some changes in several factors such as a decrease in fertility, greater 

longevity, and global migration (David E. Bloom & David Canning, 2004).  Currently, 

the term “aging population” is well-known. Some countries are transitioning to become 

aging countries. Others, such as Japan, have already wholly become an aging nation. The 

U.S. is one of those graying countries (Vespa et al., 2018). In 2019, 54.1 million people 

aged 65 and above accounted for 16 percent of the population (The Administration for 

Community Living, 2021). In 2060, it is estimated that this group will increase to 94.7 

million, accounting for 23 percent of the U.S. population. The aging population comes 

with both advantages and disadvantages. One clear positive sign of the aging population 

is that it implies that there is an improvement in health and longevity (Committee on the 

Long-Run Macroeconomic Effects of the Aging U.S. Population, 2012). One key 

downside is an elevated dependency ratio. 

The aging population affects not only older adults but also young people. The old-

age dependency ratio is a quantitative measure that could easily show how young people 

are affected by the rise in old people. This ratio measure of potential burden on the 

working-age population by the division of people aged 65 and older, by people aged 18 to 

64. The higher the age dependency ratio, the more worrying, for it means that a greater 

share of people are financially dependent on others. In 1960, the old-age dependency 

ratio was 17 percent, meaning that for every 100 working-age people, there were 17 

people aged 65 and older. In 2060, it is expected to have 41 people aged 65 and older for 
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every 100 working-age people (Vespa et al., 2018). Due to a higher old-age dependency 

ratio, the government has to spend more on programs targeting older people. This 

disproportional support to older people also leads to a debate about U.S. intergenerational 

justice (Gusmano & Okma, 2018; Lusardi & Mitchell, 2011; Uhlenberg, 2009b). 

With such an increasing burden to the government, many are concerned about the 

sustainability of the Social Security program. In fact, it is estimated that the Old-Age and 

Survivors Insurance (OASI) Trust Fund, a trust fund that pay monthly payment to the 

retirees, will only be able to pay benefits in full up to 2033 (The Board of Trustees, 

Federal Old-age and Survivors Insurance and Federal Disability Insurance Trust Funds, 

2021). Therefore, the government must help individuals to be more financially self-

reliant. A need for such financial independence is urgent, as the government has been 

transitioning from defined-benefit (DB) pension plans to defined-contribution (DC) 

pension plans, or a set of financial products that requires an individual’s financial 

knowledge to plan their retirement investment (Lusardi & Mitchelli, 2007). Also, it is 

important to note that relying solely on social security might not be sufficient for seniors 

to live comfortably. 

The National Retirement Risk Index (NRRI) is one of the indicators showing to 

what extent American working-age households are financially self-sufficient. NRRI is 

calculated based on the Federal Reserve’s Survey of Consumer Finances (SCF). In 2019, 

49% of American working-age households, although they could annuitize their assets, 

were at risk of not being able to maintain their pre-retirement lifestyles after they retire at 

65. It means that even though people continue working until retirement age, most of them 
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still do not save enough to maintain their current living standards. The Center for 

Retirement Research estimated that NRRI for 2021 will increase to 51%, meaning the 

majority of Americans are at risk of lowering their standard of living in retirement (Alicia 

H. Munnell et al., 2021).  

Retirees face many problems, such as healthcare, housing, and, as mentioned 

above, livelihood. Fortunately, they could lessen such problems if they have well-

prepared financial plans. Financially literate people save and invest enough to afford 

decent health services and housing, reducing the risk of having anxiety about life after 

retirement (Kadoya et al., 2018). Therefore, if more people are financially literate, future 

retirees will have a better well-being than previous and current retirees. 

Financial Literacy and Retirement Savings 

Financial literacy has several definitions. One is the ability of individuals to 

manage their financial plans effectively in order to secure financial stability throughout 

their life spans. It also means knowing financial products and having numerical skills 

necessary for making financial decisions (Hastings et al., 2013). Financial literacy firstly 

emerged from economic and personal finance disciplines. It later became the subject of 

multidisciplinary research. Huston (2010) reviewed prior studies and found no 

standardized measurement of financial literacy. She filled this gap by summarizing all 

measurements used and proposing a conceptual model of financial literacy. Huston’s 

model suggests that financial literacy is comprised of two elements: individuals’ financial 

knowledge or financial understanding and the ability to apply that knowledge in their 

personal finance decisions. Therefore, the standardized measurement for financial 
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literacy must measure both elements. Tang & Peter (2015) used another theory named 

Experimental Learning Theory (ELT) to explain financial literacy. Based on ELT, 

individuals acquire financial knowledge in three different ways. Individuals acquire 

financial knowledge by first learning financial education at school. Second, by having 

hands-on experience. Third, by observing their parents’ financial behavior. 

Scholars further studied financial literacy and its connection with retirement 

behaviors and found that financial literacy is strongly correlated with retirement planning 

and savings (Lusardi & Mitchell, 2011; van Rooij, Maarten C. J et al., 2012). 

Furthermore, people with more financial knowledge are more likely to have positive 

financial behaviors, such as having money set aside in case of an emergency (Hilgert & 

Hogarth, 2003). Obviously, financial literacy is crucial, yet evidence from eight countries 

with diverse levels of financial market development and pension schemes, including the 

US, shows that there is still low financial literacy. However, governments and researchers 

are increasingly giving more attention to financial literacy (Lusardi & Mitchell, 2011).  

Nevertheless, some studies argue that it is not always the case that more financial 

knowledge will lead to better financial decisions. Other personal characteristics and 

external factors, such as self-discipline, thoroughness, and parental influence, also affect 

their actual financial behavior. For this reason, we can see more recent studies attempting 

to examine the effects of other factors apart from the financial knowledge that shape how 

individuals behave financially. One of the well-known theories is the family financial 

socialization or parental financial socialization theory, firstly proposed in 2011 by 

Gudmunson and Danes. They proposed a model that captures effects of family and 
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parental characteristics through the family socialization process on individuals’ financial 

behavior and financial well-being. 

Factors Reflecting Retirement Savings 

It is sensible to assume that people want to maintain their pre-retirement lifestyles 

after retirement. However, it is less evident why people do not plan and save enough to 

afford such lifestyles. In fact, there are several factors affecting how much people save 

for their retirement, including their level of financial literacy and other factors. 

One of the reasons people fail to save enough retirement savings is that they are 

not sufficiently financially literate. Having a decent retirement plan and retirement 

savings is not only about collecting as much money as possible to use after retirement. It 

also involves financial tools and products that individuals must understand and be able to 

make informed financial choices about. Some examples of financial knowledge that 

financially literate people have, but others do not, concern compound interest rates, risk 

diversification, portfolio allocation, financial service fees, etc (Lusardi & Mitchell, 2011). 

Beyond financial literacy, other individuals’ factors also explain heterogeneous patterns 

of retirement plans and retirement savings. Some factors are age, income, employment 

status, saving habits, gender, and family size (Fernández-López et al., 2010).  

People are more likely to have a retirement plan and retirement savings when they 

become older. The first apparent reason is that people have a higher income after several 

years of working. With higher income, they have more financial resources, making it 

easier for individuals to consider saving some money today to use during the retirement 

period. Second, when people are still young, they are more likely to procrastinate 
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thinking about their retirement plan as it is not an immediate event. Additionally, young 

workers are less likely to have a retirement plan and retirement savings because they do 

not have enough information about how to manage their financial futures (Lakshmi 

Malroutu & Xiao, 1995). 

Individual psychological characteristics also affect how individuals manage their 

retirement savings. For instance, how people save for their retirement is also in line with 

how they generally save money. Fernández-López and colleagues (2010) found that there 

is a strong positive correlation between saving habits and saving for retirement. People 

who are savers are more likely to save for their retirement too. In contrast to Fernández-

López and colleagues, Tomar and colleagues (2021) found that psychological 

characteristics, such as goal clarity and attitude toward retirement do not affect retirement 

planning behavior among women. 

Among all demographic factors, Speelman and colleagues (2012) found that 

gender has the most considerable influence on individuals’ retirement plans and 

retirement savings. They found that women are more likely to invest in relatively low-

risk financial assets in their retirement investment portfolio, making women more likely 

to gain fewer returns from investment. This is because women are generally more risk 

averse. However, this result might be upwardly biased. Lusardi & Mitchell (2008) argued 

that women are more likely to be less financially literate. With a lower level of financial 

knowledge, women may not feel comfortable investing in high-risk and high returns 

assets, regardless of their level of risk aversion. 
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Parental Financial Socialization Theory (Family Financial Socialization Theory) 

Although financial literacy has been a popular topic for decades, it is only 

recently that scholars began examining how individuals obtain financial knowledge 

through socialization. Shim and colleagues (2009) conceptualized a model that shows 

how individuals obtain financial knowledge and develop their financial behaviors. 

According to their model, socialization agents and demographic characteristics affect 

individuals’ level of financial knowledge, using family and school as socialization agents. 

Grohmann and colleagues (2015) further developed by adding the working experience as 

another socialization agent. They found that parents have the highest effect on 

individuals’ financial literacy. They also found that experience at school only has an 

indirect effect by improving individuals’ numerical skills. However, they did not find a 

positive relationship between the work experience and financial literacy. 

Parents have the potential to influence their off springs’ financial literacy both 

directly and indirectly. These influences are captured by the parental financial 

socialization model, originally proposed by Gudmunson & Danes (2011). This model is 

the foundation of other studies that attempted to examine how parents play a role in 

individuals’ financial attitudes and behaviors. This model suggests that through the 

family financial socialization process, parental characteristics affect how parents interact 

with their children and how they purposively impart financial knowledge to their 

children. 

According to Serido & Deenanath (2016), parents could indirectly influence their 

children’s financial attitudes and behaviors through interpersonal communication, 



 11 

relationship quality, and parenting style. Children observe parents’ typical financial 

behaviors, for example whether parents pay bills on time, then imitate their parents’ 

financial behaviors in the future. 

Parents’ demographic characteristics influence how parents act as socialization 

agents through the family financial socialization process. For instance, Luhr (2018) found 

that parents with lower social class feel less comfortable teaching financial subjects to 

their children. It is because these parents think that they do not have enough knowledge 

themselves to teach their children. Therefore, these parents are more likely to steer clear 

from the financial conversations. 

Although most studies examine parents’ role in children’s financial behaviors, the 

family financial socialization framework also includes other members in the model. For 

instance, partners also influence individuals’ financial capabilities and financial 

behaviors. Payne and colleagues (2013) found that, through the family financial 

socialization process, individuals decide how much to save for retirement based on how 

much their partner has saved for his or her retirement. They also found that retirement 

savings levels between couples is similar. 

Parents and Children’ Retirement Savings 

According to Gudmunson and Danes (2011), “parents influence children’s 

financial behaviors through the parental financial socialization process.” However, 

Robertson-Rose (2019) found that how parent manage retirement savings influence how 

their children manage retirement savings later in life. This result provides evidence that 

parents' influence on their children’s financial behaviors has a long-term effect. This 
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result also aligns with Gudmunson & Danes (2011) that the impact of parental financial 

socialization continues into adulthood.   

Conceptual Framework and Hypothesis 

In the present paper, I model the effects of parents’ education on an individual’s 

financial behavior using the Family Financial Socialization theory and several papers 

studying a relationship between an individual’s demographic and financial behaviors. In 

the model presented below, the extent of parents’ education and other characteristics on 

the individual’s financial behavior is categorized into two pathways. 

First and foremost, parents’ education and other characteristics are associated 

with parents’ financial knowledge. I hypothesize that higher educated people are likely to 

have a better financial understanding than those with lower levels of education. 

Combining with the Family Financial Socialization theory, parents’ financial knowledge 

gets transferred to their offspring explicitly and implicitly. According to Danes (1994), 

financial socialization is “the process of acquiring and developing values, attitudes, 

standards, norms, knowledge, and behaviors that contribute to financial viability and 

individual wellbeing.” 

As a result, an individual’s financial knowledge accumulates over time. Even 

though other actors affect an individual’s financial knowledge (e.g., school-based 

financial education, workplaces, and peers), still, parents play the most vital role through 

financial socialization (LeBaron et al., 2020). Finally, individuals will make financial 

decisions based on the financial knowledge they possess. Given the scarce research on 
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this topic, this thesis will explore this pathway further to strengthen these interconnected 

concepts. 

Second, parents’ education and other characteristics are associated with children’s 

education and other characteristics. For instance, highly educated parents may see the 

importance of education and invest relatively heavily in their children’s education. Also, 

high-income parents may have greater exposure to more financial services and products, 

so they have more financial knowledge to transfer to their children.  Consequently, all 

these factors would eventually affect their children’s financial behaviors. In summary, 

my model differs in that I integrate two interconnected concepts to enlarge the 

relationship between parents’ education and their children’s financial behavior. 
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CHAPTER III - DATA AND METHODS 

Data and Analysis Sample  

This analysis uses individual datasets from the Survey of Household Economics 

and Decisionmaking (SHED) 2020, conducted by The Board of Governors of the Federal 

Reserve System, to find the effect of parental educational attainment and individual 

retirement savings. SHED has been conducted annually in every fourth quarter since 

2013. The purpose of this survey was to measure the economic well-being of U.S. 

households. It includes a wide range of information about individuals’ financial behaviors 

(e.g., credit access and behaviors, loans, savings, and retirement). It was administered 

entirely online with a sample size of 11,648 people, representing adults aged 18 and older 

living in the United States. Since it is an online survey, some samples that do not have 

access to the internet were provided with laptops and internet access to complete the 

survey. 

The survey used in this study had been fielded from November 13 through 

November 30, 2020. Based on the purpose of this study, I drop 3,341 observations so that 

all observations have information on the dependent variable and key independent 

variables: whether their retirement savings are currently on track, their mother’s 

education, and their father’s education. I also drop 7,385 observations who are younger 

than 60. In addition, I drop another 105 observations whose information about their 

income is not available. Lastly, I drop 18 observations that do not have information about 

their financial behaviors. The final sample consists of 823 observations. 
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Variables  

Dependent Variable 

The dependent variable for this study is a binary indicator of whether the 

respondent has on-track recrement savings as of the 2020 SHED survey. I use this 

variable as a proxy of an individual’s financial retirement readiness. I use this variable 

instead of the total amount of money participants have saved for their retirement because 

of two reasons. First, people have different pre-retirement lifestyles. Therefore, each 

person requires a different amount of retirement savings to smooth their consumption 

after retirement. Measuring the total amount of retirement savings might not reflect how 

financially self-reliant individuals would be after retirement. Second, the only variable in 

this survey providing information about the total amount of retirement savings is a 

categorical variable with a wide gap among each category. Therefore, it might not 

provide accurate information, for there might also be a significant difference within a 

category. 

Key Explanatory Variable 

My key independent variables are categorical: father’s highest level of education 

and mother’s highest level of education. There are seven levels of education: less than 

high school degree, high school degree or GED, some college but no degree, certificate 

or technical degree, associate degree, Bachelor’s degree, and Graduate degree. For 

simplicity, I reduce the seven categories into only four categories: less than high school, 

high school, college, and Bachelor’s degree or higher and create dummy variables for 

each. 
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Other Explanatory Variable and Control Variables 

As described in chapter 2, several factors apart from parents, who act as financial 

socialization agents, influence an individual’s retirement plan and retirement savings. 

Therefore, I incorporate other socio-economic and demographic variables into the model 

to reduce a potential source of omitted variable bias. 

Some socio-economic and demographic variables controlled in this study are 

educational attainment, race, gender, marital status, income, and age. Educational 

attainment is originally a categorical variable consisting of four levels of education: less 

than high school, high school, college, bachelor’s degree or higher. I generate four new 

dummy variables representing respondents’ level of education. Race is originally a 

categorical variable consisting of 5 races: White, Black, Hispanic, Asian, and others. I 

generate five new dummy variables representing respondents’ race. I also generate a new 

dummy variable named female for gender; where one means the respondent is female and 

male if otherwise. Marital status is originally a categorical variable consisting of six 

types of marital status: married, widowed, divorced, separated, never married, and living 

with partner. I generate six new dummy variables representing respondents’ marital 

status. Income is originally a categorical variable consisting of 4 ranges of income: less 

than $25,000, $25,000-$49,999, $50,000-$99,999, and $100,000 or more. I generate four 

new dummy variables representing respondents’ income. Age is a continuous variable 

ranging from 60 to 90 years. However, these factors alone are not sufficient to conclude 

that my estimates are unbiased.  
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I also include other variables measuring individuals’ level of financial burden. An 

example of these variables is whether respondents currently owe money used to pay for a 

child or grandchild's education. It is a dummy variable in which one means respondents 

owe any money used to pay for their child or grandchild’s education. To accurately 

capture this financial burden, I incorporate another dummy variable named havechild in 

which one means respondents have a child or children, and no if otherwise. 

In addition, I also incorporate variables measuring respondents’ financial assets. It 

is because people with more financial assets are probably less likely to depend on 

retirement savings alone, as they will receive some returns from these financial assets in 

the future. An example of these variables is whether respondents own a business or real 

estate that will provide income in retirement. It is a dummy variable named passiveinc in 

which one means respondents own a business or real estate that will provide income in 

retirement, and no if otherwise. Means and standard deviations for all study variables are 

presented in Table 1. 

Data Limitations 

Despite its strength of being a reliable and nationally conducted survey, SHED 

2020 has some flaws. First, it was conducted amid the Covid-19 pandemic. People’s 

confidence toward their retirement savings may change compared to periods with no 

pandemic or financial crisis. 

Second, most of the variables used in this study are binary or categorical. In some 

instances, such as the income variable, would have more precision if they were 

continuous variables.  
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Third, the dependent variable is the respondent’s subjective evaluation of whether 

he/she is “on track” for retirement. This may not be an accurate assessment of their 

financial preparedness for maintaining their pre-retirement standard of living once they 

leave the labor market. 

Fourth, this study is based on the family financial socialization or parental 

financial socialization theory. However, there is no publicly available dataset to capture 

how parents who act as socialization agents actually impart financial literacy to their 

children. Using parental education as a proxy for parental financial socialization may 

only capture a part of parents' total effects on children’s retirement plans and retirement 

savings. However, using parental education as a proxy for parental financial socialization 

has been one in prior studies (Mitchell et al., 2009). 

Finally, this study does not control for any other family members. Indeed, other 

family members other than parents could also influence how individuals manage their 

retirement plans and retirement savings. Thus, it is important to keep in mind this 

limitation. However, I will incorporate marital status in the model in order to partial out 

those who have partners.  
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METHODOLOGY 

Empirical Model and Estimation Strategy  

Given that my dependent variable is binary, this study uses probit regression as 

the primary tool to analyze whether parental financial socialization influences the 

likelihood that individuals will have their retirement savings on track. The key 

assumption of this strategy is that there are no variables omitted from the regression, 

related to whether individuals have their retirement savings on track, father’s highest 

level of education, and mother’s highest level of education. I present marginal effects for 

ease of interpretability. 

 

 

 

Figure 1. Conceptual Model 
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Table 1. Descriptive Statistics         

Variable N Mean SD 

Dependent Variable       

Have on-track retirement savings 844 0.59 0.49 

Main Independent Variables       

Mother's education       

Less than high school 844 0.2 0.4 

High school 844 0.45 0.5 

College 844 0.21 0.41 

Bachelor's degree or higher 844 0.14 0.35 

Father's education       

Less than high school 844 0.24 0.43 

High school 844 0.35 0.48 

College 844 0.2 0.4 

Bachelor's degree or higher 844 0.21 0.41 

Control Variables - 
characteristics       

Age 844 64.58 4.77 

Gender 844 0.46 0.5 

Income       

Less than $25,000 844 0.11 0.31 

$25,000. 49,999 844 0.17 0.37 

$50,000 - 100,000 844 0.28 0.45 

More than $100,000 844 0.45 0.5 

Education       

Less than high school 844 0.02 0.16 

High school 844 0.2 0.4 

College 844 0.32 0.47 

Bachelor's degree or higher 844 0.46 0.5 

Race       

White 844 0.76 0.43 

Black 844 0.08 0.28 

Hispanic 844 0.08 0.26 

Asian 844 0.03 0.17 

Others 844 0.05 0.21 
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Table 1. (Cont.)       

Variable N Mean SD 

Marital status       

Married 844 0.65 0.48 

Widowed 844 0.06 0.24 

Divorced 844 0.17 0.38 

Separated 844 0.02 0.14 

Never married 844 0.09 0.29 

Control Variables - financial behaviors       
Owe money used to pay for child or 
grandchild's education 728 0.11 0.32 
Have 401(k), 403(b), Keogh, or other 
defined contribution plan through an 
employer 842 0.63 0.48 

Have pension 838 0.4 0.49 
Own a business or real estate that will 
provide income in retirement 833 0.21 0.41 
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CHAPTER IV – RESULTS 

The central question of this study is whether parental financial socialization 

influences the likelihood that individuals will have their retirement savings on track. In 

Table 2, I present levels of parental financial socialization and socioeconomic 

characteristics for the two groups distinguished by their retirement savings readiness: 

have on-track retirement savings and do not have on-track retirement savings. Next, I 

estimate a series of models using probit regression to examine the impact of parental 

financial socialization on the likelihood that children will have on-track retirement 

savings. 

Bivariate Results  

I begin with the question of whether there are different characteristics between 

people who have on-track retirement savings and people who do not have on-track 

retirement savings. Table 2 compares the characteristics of people who have on-track 

retirement savings and those who do not in three parts: differences in a level of parental 

financial socialization, differences in socioeconomic characteristics, and differences in 

financial behaviors. 

Differences in a Level of Parental Financial Socialization 

As highlighted in the previous chapter, parents’ level of education is associated 

with the level of parental financial socialization. It has been used as a proxy for parental 

financial socialization in previous studies. The results from Table 2 suggest a difference 

in parents’ education between individuals who have and do not have on-track retirement 

savings.  
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Clearly, mothers with a college degree and above are more prevalent among 

individuals with on-track retirement savings. Among the sample of people who have on-

track retirement savings, 40 percent of mothers have at least a college degree. On the 

other hand, only 30 percent of mothers who have at least a college degree are found 

among people who do not have on-track retirement savings. Also, while only 16 percent 

of mothers with less than a high school degree are observed among individuals who have 

on-track retirement savings, up to 26 percent of mothers with less than a high school 

degree are observed among individuals who do not have on-track retirement savings. 

Similarly, among the on-track retirement savings group, 44 percent of fathers 

have at least a college degree. A slightly smaller share, 38 percent, of fathers have at least 

a college degree among the non on-track group. Also, while only 21 percent of fathers 

with less than a high school degree are observed among people who have on-track 

retirement savings, up to 28 percent of fathers with less than a high school degree are 

found among people who do not have on-track retirement savings. 

Differences in Socioeconomic Factors: Gender, Income, Education, and Race 

Among all the socioeconomic factors: age, gender, income, education, race, and 

marital status, age is the only factor that does not differ between people who have on-

track retirement savings and people who do not have on-track retirement savings. What 

stands out in this table is the role of gender in retirement savings. Table 2 reveals that 54 

percent of people who do not have on-track retirement savings are women, while the 

comparable figure for people who have on-track retirement savings is only 40 percent. 
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This is in line with previous studies; women are generally less likely to have on-track 

retirement savings.  

Income also presents apparent differences between the two groups. Among people 

who are financially well-prepared for retirement, 60 percent of them have an income of 

$100,000 and above in recent years. On the contrary, only 22 percent of people who earn 

at least $100,000 are not financially well-prepared. Similarly, only 14 percent of 

individuals who are financially well-prepared for retirement make less than $50,000 a 

year, while up to 48 percent of people who are not financially well-prepared earn less 

than $50,000 a year. 

Education also differentiates the financially prepared from the unprepared. By 

categorizing education into four groups—less than high school, high school, college, and 

bachelor’s degree or higher—it is evident that educational attainment is positively 

associated with people’s financial readiness for retirement. The proportion of individuals 

with less than a bachelor’s degree is greater among people who do not have on-track 

retirement savings than their counterparts. The only exception to this pattern relates to 

individuals with bachelor’s degrees and above. Fifty-four percent of people with on-track 

retirement savings have a bachelor’s degree or higher. In comparison, only 34 percent of 

people without on-track retirement savings have a bachelor’s degree or higher. 

Another differentiating factor is race. Suppose races are not associated with 

whether an individual will have on-track retirement savings. In that case, there must be a 

similar distribution of the proportion of people from each race in both groups. However, 

Table 2 shows that disproportionally more White people have on-track retirement 
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savings. While Asians are equally represented in both groups, other races are less 

represented in the on-track retirement savings group, especially Blank and Hispanic 

people. 

Last but not least, marital status is also associated with the likelihood that an 

individual will have on-track retirement savings. Among married, widowed, divorced, 

separated, and never-married people, married people are the only group that is 

disproportionally represented in the group of people with on-track retirement savings. 

While just over half (53 percent) of individuals without on-track retirement savings are 

married, the vast majority (82 percent) of people with on-track retirement savings are 

married. 

Differences in Financial Behaviors 

Financial burdens and financial assets define how individuals consider themselves 

financially ready for retirement. Table 2 uses whether individuals owe money to pay for a 

child or grandchild’s education to proxy for financial burdens. There is a slightly higher 

percentage of people who have to pay for their child's or grandchild’s education in the not 

on-track group. Fourteen percent of people without on-track retirement savings have to 

pay for their child or grandchild’s education. In comparison, 10 percent of people with 

on-track retirement savings have to pay for their child or grandchild’s education. This 

suggest that having financial obligations to family members inhibits retirement readiness. 

It may also be that this group is disproportionately younger and therefore less focused on 

retirement readiness.  
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There are several financial behaviors of individuals that make them feel more 

comfortable considering themselves as being financially ready for retirement. Looking at 

Figure 2, it is apparent that people who have the following financial assets are more 

represented in the group of people with on-track retirement savings: 401(k), 403(b), 

Keogh, or other defined contribution plan through an employer. Forty-seven percent of 

people without on-track retirement savings have at least one of these plans, while up to 

75 percent of people with on-track retirement savings have at least one of these plans. 

Having a pension or owning a business or real estate that will provide income in 

retirement is also more prevalent in the group of people who define themselves as being 

on track with their retirement savings. Fifty-two percent of people with on-track 

retirement savings have a pension, while only 24 percent of people without on-track 

retirement savings have a pension. Furthermore, 27 percent of people with on-track 

retirement savings have a pension, while only 12 percent of people without on-track 

retirement savings have a pension. 

Multivariate Analysis 

Having found evidence of an association between whether individuals have on-

track retirement savings and parental financial socialization, socioeconomic 

characteristics, and financial behaviors, I explore to what extent parental financial 

socialization and other factors account for the likelihood that individuals will have on-

track retirement savings not of individual characteristics. To address this question, I 

estimate four different probit specifications in the analysis: in specification I, I consider 

only mother’s education (as a proxy for parental financial socialization); in specification 
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II, I incorporate father’s education; in specification III, I consider socioeconomic 

characteristics, and in specification IV, I consider financial behaviors.  

Impact of Parental Financial Socialization 

In Model I, I use four categories of mothers’ education to estimate the probability 

that individuals will have on-track retirement savings. I find that people who have a 

mother with a higher level of education are more likely to be financially prepared for 

their retirement. Holding all other variables constant, having a mother with a high school 

degree is associated with 35.3 percent higher likelihood that individuals will have on-

track retirement savings (p < 0.01), compared to the baseline (mother’s education less 

than high school). People whose mother has a bachelor’s degree or above have the 

highest probability of having on-track retirement savings, 52 percent (p < 0.01), 

compared to those in lowest education category. 

In Model II, I add the father’s education as an additional proxy for parental 

financial socialization. Surprisingly, the relationship between fathers’ financial 

socialization is small and not statistically significant when mothers’ education is 

controlled. This interesting result leads me to explore further whether there is a 

relationship between a father’s financial socialization and the probability that individuals 

will have on-track retirement savings if I exclude the mother’s financial socialization 

from the model. Therefore, I produce an additional probit model (Model V) to address 

this concern. Model V shows that, among all levels of fathers’ education, only fathers 

with a bachelor’s degree or higher influence their children’s financial readiness for 

retirement. An individual whose father has a bachelor’s degree or above is 45.9 percent 
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more likely to have on-track retirement savings (p < 0.01) compared to those with the 

lowest educational attainment. 

As illustrated in Model I and Model V, the influence of parental financial 

socialization mainly comes from mothers rather than fathers. These results answer both 

questions of this study. First, parental financial education influences individuals' 

likelihood of being financially prepared after retirement. Second, the role of mother and 

father in financial socialization is dissimilar: financial socialization with mothers is more 

likely to contribute to the likelihood that individuals will have on-track retirement 

savings. However, it is essential to note that other factors could potentially affect an 

individual’s retirement savings. Therefore, I also estimate Model III and IV to examine 

how parental financial socialization operates after controlling for other factors. 

Impact of Socioeconomic Characteristics  

Model III includes socioeconomic characteristics: age, gender, income, education, 

race, and marital status. Income, race, and marital status display the most significant 

effects among these variables. People with income ranging from $50,000 to $100,000 are 

74.4 percent more likely to have on-track retirement savings (p < 0.001) compared to 

those in the less than $25,000 income group. And people with incomes greater than 

$100,000 are up to 136.8 percent more likely to have on-track retirement savings (p < 

0.001). This finding makes sense because, all else constant, people with higher income 

have more wealth and financial freedom to consider themselves as having on-track 

retirement savings. 
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Among all races, only being Hispanic influences the likelihood that individuals 

will have on-track retirement savings. Model III suggests that Hispanics are 62.2 percent 

less likely to have on-track retirement savings (p < 0.01).  Among all marital statuses, 

only being separated influences the likelihood that individuals will have on-track 

retirement savings. People separated from their partners are 111.6 percent less likely to 

have on-track retirement savings (p < 0.05). 

Although the direct effect of parental financial socialization is no longer 

significant in Model III, it is important to note that this effect could operate through 

newly added variables. It is reasonable to assume that part of the effect of parental 

financial socialization operates indirectly through an individual’s income. In other words, 

more educated parents are more likely to talk with their children about finances, which 

will eventually affect how individuals manage their retirement savings. Also, more 

educated parents are more likely to invest more in their children’s education, resulting in 

their children getting better jobs and higher income, which eventually influences whether 

individuals have on-track retirement savings in the future. 

Impact of Financial Behaviors 

Model IV includes financial variables: owing money used to pay for child’s or 

grandchild's education, having 401(k), 403(b), Keogh, or other defined contribution plan 

through an employer, having a pension, and owning a business or real estate that will 

provide income in retirement. All these financial variables have large and statistically 

significant effects on an individual’s financial readiness for retirement. I used owing 

money used to pay for a child’s or grandchild's education as a proxy for financial burden. 



 30 

The model suggests that people owing money used to pay for a child’s or grandchild's 

education are 47.1 percent less likely to have on-track retirement savings (p < 0.05).  

Among all three sources of wealth, having a pension has the greatest influence on 

being financially ready for retirement. People who have a pension are 74.4 percent more 

likely to have on-track retirement savings (p < 0.001). People having 401(k), 403(b), 

Keogh, or other defined contribution plans through an employer are 51.1 percent more 

likely to have on-track retirement savings (p < 0.001). People who own a business or real 

estate that will provide income in retirement are 38.8 percent more likely to have on-track 

retirement savings (p < 0.01). 

Note that, after controlling for financial variables, the effect of being separated 

from partners on the probability of having on-track retirement savings is quite consistent 

with the previous model. In Model IV, people separated from their partners are 115.0 

percent less likely to have on-track retirement savings (p < 0.05). Moreover, Black people 

are now more vulnerable in this model; Black people are 45.4 percent less likely to have 

on-track retirement savings (p < 0.05). 
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CHAPTER V – CONCLUSIONS 

This study set out to answer two questions: (a) Does parental financial 

socialization affect the probability that individuals have on-track retirement savings, and 

(b) do fathers and mothers have a similar influence on the probability that individuals 

have on-track retirement savings? Let us begin with the first question. Consistent with 

previous research, the results of my study show that parental financial socialization has a 

positive impact on individuals’ retirement savings, and such an effect continues into 

adulthood. Several mechanisms of the impact of parental financial socialization were 

identified. Parental financial socialization has both direct and indirect effects on the 

probability that individuals have on-track retirement savings. In answer to my first 

question, unlike previous studies, my analysis revealed that the impact of parental 

financial socialization on an individual’s retirement savings not only continues into 

adulthood, but also prolongs until individuals retire.  

Prior to this study, the influence of fathers’ financial socialization on individuals’ 

retirement savings had not been thoroughly investigated. To answer my second question, 

I added father’s education into Model II. I found no statistically significant effect of 

fathers’ financial socialization on the probability that individuals will have on-track 

retirement savings not of controls for mothers’ education. Then, I created an additional 

probit model (Model V) to examine further whether including fathers’ education without 

mothers’ education will yield similar results. I found that only fathers with a bachelor’s 

degree or higher positively affect the probability that their offspring will have on-track 

retirement savings. These results answer my second question that mothers and fathers do 

not have an equal influence on the probability that individuals will be financially ready 
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for their retirement. While mothers have strong and statistically significant influence, 

fathers only have a small and insignificant influence. 

Note that the coefficients of parental financial socialization as measured by parent 

education decrease in Model III and VI after incorporating socioeconomic characteristics 

and financial behaviors. However, it does not imply that parental financial socialization 

no longer impacts whether individuals have on-track retirement savings. Instead, it is 

reasonable to assume that there is an indirect influence of parental financial socialization 

that operates through these other variables, such as individuals’ income and financial 

behaviors. 

The findings in this paper are subject to at least five limitations due to data short-

comings and methodology complexity. First, I do not have a direct measure of financial 

socialization—I am forced, due to data limitations, to use parental educational attainment 

as a proxy. Second, this study does not quantify parental financial socialization's direct 

and indirect effects. Third, the dependent variable, a subjective measure might be 

objectively inaccurate, not reflecting the actual situation. All else constant, people with 

higher confidence may overestimate their financial readiness for retirement, and vice 

versa. Fourth, the generalizability of this study is limited since the majority of this study 

is White people. With an ongoing transition into a more multiracial country in the U.S., 

the results would be more accurate if the respondents from different races were 

proportionately included in the data set. The results might also differ if the survey was 

not conducted during the Covid-19 pandemic. Lastly, the results would be more accurate 

if the effects of other financial agents were controlled for, such as partners and peers. 
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The results of this study raise several opportunities for additional research. First, it 

would be beneficial to delve deeper into why father financial socialization does not 

impact whether individuals have on-track retirement savings. Second, future studies 

should incorporate more information about parents’ characteristics, for instance, parents’ 

financial literacy and parents’ financial readiness. Third, future studies should use a more 

quantitative variable to measure an individual’s financial readiness for retirement. Lastly, 

future studies should prioritize developing a solid measurement of parental financial 

socialization to accurately capture the effects of parental financial socialization on 

whether individuals have on-track retirement savings. 

The present findings also suggest some areas that policymakers should consider 

when making policies to improve the financial self-sufficiency of older people. As 

parents play a role in determining the likelihood that their children will be financially 

ready for retirement, family-based programs intended to cultivate positive financial 

behaviors since early ages are necessary. Specifically, more attention should be given to 

educating parents to be more financially literate so that they could be financially self-

sufficient themselves and be able to teach their children finance both directly and 

indirectly through parental financial socialization. 
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APPENDIX 

 

Table 1. Descriptive Statistics 
  

Variable N Mean SD 

Dependent Variable       

Have on-track retirement savings 844 0.59 0.49 

Main Independent Variables       

Mother's education       

Less than high school 844 0.2 0.4 

High school 844 0.45 0.5 

College 844 0.21 0.41 

Bachelor's degree or higher 844 0.14 0.35 

Father's education       

Less than high school 844 0.24 0.43 

High school 844 0.35 0.48 

College 844 0.2 0.4 

Bachelor's degree or higher 844 0.21 0.41 

Control Variables - characteristics       

Age 844 64.58 4.77 

Female 844 0.46 0.5 

Income       

Less than $25,000 844 0.11 0.31 

$25,000. 49,999 844 0.17 0.37 

$50,000 - 100,000 844 0.28 0.45 

More than $100,000 844 0.45 0.5 

Education       

Less than high school 844 0.02 0.16 

High school 844 0.2 0.4 

College 844 0.32 0.47 

Bachelor's degree or higher 844 0.46 0.5 

Race       

White 844 0.76 0.43 

Black 844 0.08 0.28 

Hispanic 844 0.08 0.26 

Asian 844 0.03 0.17 

Others 844 0.05 0.21 
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Table 1. (Cont.) 
  

Variable N Mean SD 

Marital status       

Married 844 0.65 0.48 

Widowed 844 0.06 0.24 

Divorced 844 0.17 0.38 

Separated 844 0.02 0.14 

Never married 844 0.09 0.29 

Control Variables - financial behaviors       

Owe money used to pay for child or 
grandchild's education 728 0.11 0.32 

Have 401(k), 403(b), Keogh, or other 
defined contribution plan through an 
employer 842 0.63 0.48 

Have pension 838 0.4 0.49 

Own a business or real estate that will 
provide income in retirement 833 0.21 0.41 
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Table 2. Bivariate Analysis 
  

  

Do not have 
on-track 

retirement 
savings 

Have on-
track 

retirement 
savings 

Variable 
Mean 

(N=348) 
Mean 

(N=496) 

Main Independent Variables     

Mother's education     

Less than high school 0.26 0.16 

High school 0.44 0.45 

College 0.19 0.23 

Bachelor's degree or higher 0.11 0.16 

Father's education     

Less than high school 0.28 0.21 

High school 0.34 0.35 

College 0.22 0.20 

Bachelor's degree or higher 0.16 0.24 

Control Variables - characteristics     

Age 64.23 64.82 

Gender (Female) 0.54 0.40 

Income     

Less than $25,000 0.20 0.05 

$25,000. 49,999 0.28 0.09 

$50,000 - 100,000 0.30 0.26 

More than $100,000 0.22 0.60 

Education     

Less than high school 0.04 0.01 

High school 0.26 0.16 

College 0.36 0.29 

Bachelor's degree or higher 0.34 0.54 

Race     

White 0.68 0.82 

Black 0.12 0.06 

Hispanic 0.11 0.05 

Asian 0.03 0.03 

Others 0.06 0.04 
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Table 2. (Cont.) 
  

  

Do not have on-
track retirement 

savings 

Have on-track 
retirement 

savings 

Variable 
Mean 

(N=348) 
Mean 

(N=496) 

Marital status     

Married 0.53 0.74 

Widowed 0.09 0.05 

Divorced 0.23 0.13 

Separated 0.04 0.01 

Never married 0.11 0.07 

Control Variables - financial behaviors     
Owe money used to pay for child or 
grandchild's education 0.14 0.10 
Have 401(k), 403(b), Keogh, or other defined 
contribution plan through an employer 0.47 0.75 

Have pension 0.24 0.52 
Own a business or real estate that will provide 
income in retirement 0.12 0.27 
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Table 3. Marginal Effects of Parental Financial Socialization, Socioeconomic 

Characteristics, and Other Mediators on Retirement Savings Readiness 

  
Variables Model I Model II Model III Model IV 

Main Independent Variables         

Mother's education         

High school 0.353** 0.332* 0.174 0.0464 

  (0.128) (0.136) (0.151) (0.158) 

College 0.476** 0.406* 0.199 0.0924 

  (0.148) (0.165) (0.18) (0.192) 

Bachelor's degree or higher 0.520** 0.36 0.242 0.171 

  (0.172) (0.202) (0.213) (0.225) 

Father's education         

High school   0.0165 -0.0504 0.0597 

    (0.134) (0.144) (0.15) 

College   -0.0191 -0.206 -0.153 

    (0.153) (0.169) (0.171) 

Bachelor's degree or higher   0.246 -0.134 -0.0373 

    (0.172) (0.185) (0.192) 

Control Variables - characteristics         

age     0.0194 0.0324**  

      (0.0105) (0.0116) 

female     -0.118 -0.121 

      (0.105) (0.113) 

Income         
$25,000. 49,999     0.145 0.166 

      (0.208) (0.214) 

$50,000 - 100,000     0.747*** 0.581**  

      (0.197) (0.206) 

More than $100,000     1.368*** 1.131*** 

      (0.202) (0.21) 

Education         

High school     0.0713 -0.00524 

      (0.313) (0.362) 

College     0.147 0.00758 

      (0.312) (0.36) 

Bachelor's degree or higher     0.265 0.115 

      (0.314) (0.365) 
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Table 3. (Cont.) 

  

Variables Model I Model II Model III Model IV 

Race         

Black     -0.343 -0.454*   

      -0.196 -0.209 

Hispanic     -0.622** -0.532*   

      -0.2 -0.218 

Asian     0.125 0.185 

      -0.284 -0.316 

Others     0.0945 0.0387 

      -0.323 -0.344 

Marital status       

Widowed     -0.119 -0.241 

      -0.222 -0.209 

Divorced     -0.167 -0.218 

      -0.146 -0.151 

Separated     -1.116* -1.150*   

      -0.434 -0.492 

Never married   -0.0352 -0.139 

      -0.188 -0.193 

Control Variables - financial behaviors  

Owe money used to pay 
for child or grandchild's 
education 

      
-0.471* 

-0.204 

Have 401(k), 403(b), 
Keogh, or other defined 
contribution plan 
through an employer 

      
0.511*** 

-0.116 

Have pension       0.744*** 

        -0.117 

Own a business or real 
estate that will provide 
income in retirement 

      
0.388** 

-0.148 

_cons -0.125 -0.129 -1.886* -3.031*** 

  -0.107 -0.118 -0.76 -0.864 

N 826 826 826 826 

Standard errors in parentheses 

* p<0.05, ** p<0.01, *** p<0.001 
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Table 4. Model V: Marginal Effects of Father’s Financial Socialization 

Variables 
Have on-track 

retirement savings 

Father's education   

High school  0.163 

  (0.126) 

College 0.142 

  (0.142) 

Bachelor's degree or higher 0.459** 

  (0.142) 

_cons 0.0230 

  (0.0973) 

N 826 

Standard errors in parentheses 

* p<0.05, ** p<0.01, *** p<0.001 
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