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Today most househoids must cope with an increasingly complex and uncertain
economic environment, It 15 hypothesized that households with greater sconomic re-
sources are better able to cope with the present economic environment than lhose
with fewer resources. |t s not only the amount of resources, bot also the effective
management of resources that contributes to a household's ability to successfully func-
tion in it economic environment. Factors such as money management practices and
atttudes towards use of credit may miluence a households financial strength and
ability tv manage resources effectively. In order to develop appropriate educational
malenals and programs in the area of fomily financial management, it ig important to
determine how satsfied people are with specific aspects of household finances and
what factors influence the satisfaction level,

The overall objective of this study was to determine the level of sitisfaction wilh
selected aspects of [nancial management i Japanese hooseholds. The secondary
ohjective was to determine the socioeconomic variables and money management prac-
tices that influenced the level of satisfaction.

A principhe 10 family resource management s that fnancial resources such as
money and credit, are interdependent with such human resources as skill, knowledge.
and cooperation, Thus it is hypotbesized that some honseholds with adequate income
lach the human resources (o effectively manage financial resources and therefore have
problems, KEesourceés are also considered as fimte or Imited and scarce relative to a
household's wants and needs. Viewing resource use as a process aver time. family
members may expand their needs and wants to exceed resources and then adjust thei
wants to balapce them (1, 5, 120

The mportance of sound financial management practices s emphasized i Tamily
resource management and personal finance texthooks, and by professionals in such
prodessions as sockl work and financial counseling. These sources cluim sound money
management practices contribute to financial gecurity and independence (15).
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Reloted Litorature

Much of the research in the area of financial management is descriptive, More is
known about the [amilies who are likely to have a budget, use credit cards or save,
than iz known about the relationship between practices, attitudes and satisfaction with
financial management (13, 14, 16).

People generally are aware of the mportance of financial practices such as gay-
mgs, wrillen financial goals and formalized budgets, bot few follow recommended
financial management practices. Goodwin and Carroll (1985) found that, on the aver
age, fewer than six of ten recommended financil management behaviors Lo be prac-
ticed {4). The number of years married, completion of a course in consumer education,
and occupational status of wife were found Lo contribate to positive financial minage-
meni aitiludes and behanor

How a family allocates its limited resources influences its finameinl well-being.
During a particular penod, a family may choose to use all of its current income to meet
censummption needs and improve its current level of living or it may elect to sive some
of the current income to increase its net worth and financial security. Household size,
mcome, age of household head and labor force characteristics are winong the factors
found to influence the savings behavior of farmibies (2, 6). Hefferan presents a complex
picture of households' savings patterns. The decision to save is influenced by income,
and the level of savings is influenced by total assets, housing tenure and education (§).

Credit also can be an idicator of inancial management. Practives related to credit
card management were the most significant predictors of household gsolvency status in
a study by Hira and Mueller (7). The greater the number of credit cards and the larger
the amount the household was willing to charge on those cards, the lower was the level
of solvency.

Achieving satisfaction with the family's financial management can be viewed as a
goal. Satisfaction may be achieved through met demands, resources available to the
tamily and management skills used to meet the demands (3). Savings and investment
are areas of financial mansgement in which famihes are relatively dissansfied (9, 10,
11). Hira identified that a large proportion of money manapers who were satisfied with
various aspects of their howsehold finances, had clanhed financial goals, saved larger
amoints of income, gsed larger nombers of credit cards, and had Iower debt-to-income
ratind as compared Lo those who were not satisfied (8),

Procedures
The data m this study were collected in Japan during the fall of 1986, Of the 000
questionnaires, 537 were returned, & return rate of 8% percent. The data were col-
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lected from the Kansal region which includes the eities of Usaka, Kobe and Kyoto
(42%), Magova (38%), and rural areas of Nara, Tovama and Wakayama (20%). In cach
area a professor was identified who agreed to cooperate with researchers. This porson
agreed o invite researchers to class to explain the project and to distnbute question-
naires to students. Students took the questionnaire to their parents and asked the
parent who had major responsibifity to manage household finances to complete it. Stu-
dents were asked to return completed questionnaires to their {eacher in bwo weeks,
The gquestiommaire included items related to money management praclices, mcluding
fnancial poals, use of consumer credit, household income, savings and satisfaction with
selected aspecls of household fimances, Most of the questions were closed end gues-
Hons., Satisfaclion was messurcd with Likert-type scale, A satisfaction index wag
derived [rom five Likert-type ilems on nine selected money management praclices.
The relatality was .R6. Pearson product moment correlation between socioeconomic
charscteristics and money management practices was computed to study the intercor-
refations of the variables, Kegression analvses were used to determing sociogconomic
variables and money management practices that mfluenced satisfaction level

Resukis

Sociodemographic characteristics

Tahle 1 deecribeg information on socioeconomic characteristics of the sample. A
typical respondent was a 45 year old married female whoe had been marnied for 16 to 25
years. The typical household consisted of five members with 40 percent of the lamilies
having parents of one spouse bving with them. Seventy percent of the wives had a high
school diploma, and slightly over half of them were fully employed outside the home.
Nearly half of those employed (46%) were in occupations reflected by professional,
managerial and public service categories. The maprily of respondents owned their
hemes (82% ) and almost hall of them (45%) lived in cities. Nearly half of the respond-
ents did not complete questions related to household income and assets. Mean house-
hold income for those who provided this information in 1985 was 5, 740,(00) yens or
$37.032, and the mean value of total savings was 3,790, 000 ven or $24,451 {Table 1).
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Table 1. Sociodemographic Charactenstics of the Sample

Sex

Females %

Males 30%
Marital Status

Married L e
Housing Status

Cheners H20%
Household Size

Mean 5
Wife's Age

Mean 45 ymare
Huband's Age

Mean 47T years
Wile's Employment Status

Fully employved %
Husband's Employment

Fully employed FLU
Wife's Education

High Schoal 1%
Husbands Education

High School 5%
Place of Residence

LCites 45%

Lountry 3%
Hushand's Oecupation

Professional management and 46%

Public Servica
Meai Income

3, 740, M) vens Ba7, 32
Mean Savings

3, 790, 00 yens 24,451

Money Mensgement Practices

Among Japanese households in the sample, spending plans were either developed
by wives (49%) or jointly by hushand and wife (34%). Financial decisions, however,
were either made by husbands (34% ) or jointly by both husband and wife (33%). About
one-fourth of respondents (25% ) said the wife made financial decisions, A large major-
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Tabbe 2. Money Management Practices

Wha develops spending plan
Wives
Both
Mo ane

Who makes financial decisions
Husband
Buoth
Wile
Mo one
Had Financial Goals
Yes

Type of goals
Adequitie Retirement Fund
Child’s Education Fund
Travel Fund
Build S3avings
Be Findncially Well 041
Child’s Marriage Money
Stay Out of Debt
Home Ownership

Specific Plans to Develop Retirement Fund
Mo
Yes

Used Borrowed Money
Mo
Ve
Mo answer

Used Credit Cards
Mo
Yoo
Missing

Had iificulty in Keeping up Debt Payment
MNever, Seldom
Sometimes, (ften

Had Arguments about Money
Yeu

Freguency of Arguments
[ifen
Decasionally
Sometimes

18450
S4%
17%

LR S
J3%
20%

T

J9%
24%
24
26
&1%
15%
1%
14%

ah%
45%

G55
6%

3%
I
21%

4%
AR

I

165
25%
H%
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ity of respondents (70%) said they had financial goals. Various goals identified by re-
spondents are listed in Table 2, Mot frequently mentinned guals included “adequate
retorement funds,” “money for childeen’s educabion,” “build savings" and “travel
funds.” Respondenis were asked if retirement fund was one of their goals, did they
have specific plans o build adequate retirement fund? Shightly more than hatf (50%) did
nat have specific plans, nearly one-third of the respondents {20%) said they had some
plans, and only 13 percent identified having well developed plans for reticement (Table
2).

Hira (8) reported thal among househalds surveyed in a midwestern town m the
United States, 59 percent had financial goals and most frequently mentioned goals in-
cluded: to be financially secure (35% ), have adequate retirement income (22%), home
ownership (19%), and education fund {12%).

Credit cards were used by J6 percent of the Japanese households, On an average,
a howsehold used one card; however 12 percent indicated they used three to four cred-
it cards. Use of borrowed money was not common among Japanese households in this
sample. Slightly more than one-fourth (26%) indicated they borrowed money. Money
wis usually borrowed to purchase homes ar cars of for home remodeling (Table 2). In
a study using a sample of U.5. households. Hira (8) reported 42 percent of the re-
spundents used two to tour credit cards, and 31 percent did not use any credit cards:
furthermore, one-third of the households did not have any consumer deht.

In response to the question, "have you experienced difficulties in keeping up debit
paymenis?,” about 36 percent indicated having had some difficulty, When asked if
there were arguments about money between spouses, 38 percent of married respond.-
ents indicated having had arguments related to money matters. OF those who had argu-
ments, 16 percent argued often, 26 percent argued occasionally, and more than half
(58% ) reported arguing sometimes {(Table 2). According to Swift and Hira (19870 in a
study of 1.5, househaolds, 37 percent of the married respondents had arguments about
money {16}

Satisfaction with Selected Aspects of Family Finances

Table 3 summarizes the imformation on level of satisfaction with all aspects of
household fmances. Somewhere between 47 percent to 59 percent of the respondents
were neutral abourt all aspects of househald finances. Four aceas of household finances
with which relatively larger proportions of respondents were satisfied included ahility
Lo pay back borrowed money, money management practices, ability to stay out of deht,
and current life style. Almost one-four of the respondents (24%) were satisfied with
their ability to pay back borrowed money. Between 21 and 22 percent of the respond-

33—



ents were satisfied with their current life style, money management pracbices, and
ability to stay out of debt, The three aspects of houselold finances with which a larger
proporbon of housebolds were dissatisfied ipcluded aldlity o save (23%), level of cor-
rent assets (46%) and ability to mect emergency expenses (13%). Less than 20 per-
cent of respondents were satishied with the following four aspects of finances: overall
quality of bfe, willlngness of family members to talk about money, ability o meel
emergency expenses and level of current assets. (nly 10 percent were satishied with
their ability to zave {Table 3). These results are quite different than those reparted by
respondents of a study conducted in the United Sates, where it was reported that the
majonty of the respondents, that s, ¥ percent or more were satished with ther
money management practices, ability to stay oul of debl, alality to pay back borrowed
money and family memberg” willingness to discuss Gnances (8), The specific sepects of
finances with which a larger proportion of respondents were dissatisfied included, abil-
ity to meet emergency expenses (45%) and their ability to save (40%), A distin-
pwshing factor & that most respondents n the United States study were either satis-
iied or dissatished, whereas a larger proportien of Japanese respondents were in the
nedtral category. Based on the researcher’s work experience in Japan, the difference

Table 3. Satisfaction with Selected Aspects of Household Finances

— s — o e e —

Level af Sahsfcton
Selecied Aspects Extremely Sanished and
of Household [rissatisfied and Extremely
Fipances :  Dissausfied Meutral Satisfied
b T "

Money management practice B 58 23
Current life style 6 od 21
Ahility to save 23 od 10
Ability to stay out of debi B 54 22
Ability to pay back fi 47 24

bormowed nomey
Level of current assets 26 al 12
Willingness of family members 14 B 14

Bew 1o 1k whiosat maoney
AbTity 1o meel emergeney 13 59 13
[verall quality of life 141 o 18

N=357
* =Totale for three catepones sativhed, newtral, diesatisfied do not add to 100 % duse to
fissng cases.
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can be explamed by a difference m two cultures. Most Japanese, unlike North Amer-
icans, do not usually feel comfortable in expressing specific opinions on issues. Howev-
er, in both studies, larger propertions of houscholds were dissatisfied with same
mspects of honsehold finances such as ability to mect cmergency expenses, level of
assets, and ability to save.

Caorrelation Between Socioeconomic Characteristios and Money Management Practices

Table 4 presents the results of Pearson product moment correlation between 13
socioeconomic vaniables and eight money management practices. Respondents' sex
wis strongly related to twa practices, “vsed borrowed money™ and “had difficulties in
keepmg up debt payments.” More men than women reported use of borrowed money;
whereas more women than men reported having difficulties in keeping up debt pay-
ments. Marital status was significantly and positively related to only one practice,
whno made financial decisions,” indicaling financial decisions were made jointly by moar-
ried couples. Household size was significantly and negatively related to two practives,
“had retrement plans” and “used credit cards.” A larger proportion of amaller than
larger households had made specific retirement plans and used credit cards.

Wile's age was significantly related to four practices. A larger number of house-
holds with younger than older wives osed borrowed money. A larger proportion of
households with older (han younger wives also had difficulty in kecping up debt pay-
meents, argued sbout money and argued mote frequently (Table 4),

Wile's education level was significantly and positively correlated with three practices.
More households where wife's education level was higher had made retivement plans
and vsed borrowed money than households where wile's education level waz lower.
However, fewer of these households had difficulty in keeping up debt payments. Place
of residence was correlated with ome practice, ‘used credit cands;" more respondents
living in cities and 'bed towns' (like suburbs in the U_5.A. ) used credit cards than those
who lived in rural areas, A lrger proportion of respondents from regions with large
metropolitan areas as compared to those from rural arcas had difficulty in making debt
payments and argued abowt money. & larger proportion of home owners (han renters
made financial decisions jointly and had specific retirement plans (Table 4),

Husband's age was significantly and negatively relatod to four practices, In house
holds with younger than older husbands, financial decisions were made jointly, bor
rowed money was used, there wereé srguments about money, and arguments were
mare frequent, Husbands education was significantly and positively related to four
practices. Larger proportion of households where husband's education level was higher
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than lower, fnancal decisions were made jointly, credit cacds and Borrowed money
were used. and difficulty in keeping up debt pavment was reported. Hushand's employ-
ment status was correlated with three money management practices, In more house-
holds with full time employed husband than unemployed or pari time employed huos-
hand. financial decisions were made by only one person, there were arguments on
money matters, snd arguments occurred more frequently.

Husband's vecupation was negatively related (o two practices, “who male finan-
cial decisions” and “had arguments about meney. " In housebolds where husbands were
emploved in mamagerial and professional occupations than blue collar and farming
occupations, decisions were made by husbands and there were fewer arguments re-
parding money matters. On the other hand, husband’s occupation was positively re-
lated to two practices, “had reticement plans™ and “frequency of arguments " More
households with husbands in professional and managerial than blue collar and farming
pecupations had retirement plans, and reported more frequent arguments. The van-
able, ‘amounts in savinge-1985," was significantly related to three management prac-
tiees. Households with larper savings than those with smaller saving had financial
goals. Un the other hand, households with smaller savings than larger savings used
borrowed money and had difficully in keeping up debt payments (Table 4).

Determinants of Satisfaction with Selected Aspects of Housebold Finances

Tahle 5 presents the resalts of regression analysis used to test the relationship
between dependent and independent varables. The dependent varmble is represented
by the satisfaction index. The dependent variables mcluded six socioeconemic
characteristics; household size, wiles age, hushamls age, and cducation. place of resi
dienwe, and household savings in 1985, Independent variahles also included four prac-
tiees: Tl reticement plans, who made financial decisions, argued about money, and
usedl horrowed money. To determine the inflluence of selected socioeconomic charac-
teristics and money management practices, on satisfaction level, the percenlage of
variance was computed (R°) for the regression equation. Inspection of Table 5 shows
that 32 percent of variance in satigfaction level was explained hy selected socotco
nomic and money management variables (RBF=0.32, F=4.04, P=.001). Five varables
were major contributors to the variance m respondents’ satisfaction level. Households
who had developed specific retivement plans with projected cash flows needed, were
less satisfied than those who had no plans, some plans, or plans with no cash fow
projections, Respondents who reported spousal arguments about money were less
satistied than those who did not argue. Kespondents from households with larger
amounts 0 savings in 1985 were more satisfied. Both husband's and wife's ages were
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Tarvle 5. Factors Influencing Level of Satisfaction

[Indhegrendent Yarialibes Feta
Household Size i
Wite's Ape L
Amount in Savings (1965 3 kg
Had Specitic Retirement plans T s
Arpue about money; — BhTRR
Who made hrancial deciaons —. 14
Place ol residence -
Used borrowed money? -1
Husbands education jevel 2
Husband's age AL

R - 042 ap= 10
F - g Dgne o (5
seipe )]

alzo significant prodictors of satisfacion level, Nder respondents whose spouses were
also older were more sattsfied than vounger respondents with young spouses.

One relationship i the abeve model requires more explanation. There was a
negative relalionship between "had retirement plang’ and level of satislaction. One
could conclude that hooseholds that had retirement plans were less satizfied than those
who did got hive retrement plans, When attention @8 given to how the variable was
operationalized, the key factor 15 specibic plans versus just some plans. Categones for
this varishle included: no plans =0, general plans=1, specific plins=2, plans with some
money estimates=23, specific plang with speciiic meney estimates=4. Il can he specy
lated thal whtn there are no plans, of very geneeal plans, Lhere is a feeling of either po
concern about the retirement needs, or there is an inadequate understanding of fanmlys
ablity 1o meet retirement needs; hence no dissatisfaction expressed. Un the other
hand, when elforts have heen made to develop more specilic plans, there s an aware-
negs about long term needs, and perhaps the challenges involved m providing [or the
retirement needs adequately. However, this relationship requires further exploraton.

Hira (R}, o her study of U5, households found money nanagers” level of satisfac-
tion with selected aspects of household finances was influenced by household size and
marital status, Furthermore, households wha had larger amounts in savings and had
financial goals reported higher level of satisfaction than those who had smaller amounts
in savings and did not have fimancial goals,
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Conclusion and Implications

This study describes money management practices of Japanese households and
therr satisfaction with selected aspects of household finances. Most respondents indi-
cated they il financial goals, most frequently mentioned goals being adequate retire-
ment funds, build savings, children’s education and travel funds, Slightly more than
one-third of respondents reported using borrowed money and even smaller proportion,
one-fourth, used credit cards, Shghtly over one-third of the respondents had experi-
enced difficulty in keeping up debt payments and had argued about money with their
SPOUIES,

Aspects of household finances with which relatively larger proportion of tespond-
ents were satisfied included money management practices, current life style, aality to
stay out of debt and ability to pay back borrowed money. However, specific arcas with
which relatively larger proportions of respondents were dissatisfied included ahility to
Aave, level of assets and ability to meel emergency expenses. Reasons for dissatisfac
tiom with these three specific areas were not explored in this project. However, it can
be speculated that the dissatisfaction was due to the fact that respondents did not have
adequate funds to meet their specific needs, or that they did not fully undersiand the
extent of their needs and the adequacy of funds in savings and assets. Educators and
linancial counselors agree that good money management practices are instrumental in
helping families build their savings, increase ability to meet emergency expenses and
have a higher level of assets over the time period. Since these were the areas with
which a larger propartion of respondents were dissatisfied, it is important that further
investigation focuses on specific causes of dissatisfaction. The educational programs
should emphasize both financial management skills do help build emergency fund, level
of savings and assets as well as skills to understand the status or househeld finances to
determine adequacy of funds to meet specific shart and long term goals

A notable feature of responses to ‘satisfaction’ question was the fact that a large
majority chose “neutral” response rather than "satisfied” or “dissatisfied" response. [t
15 not clear whether respondents actually had neutral feelings towards most aspects of
their houschold finences, or they did not know enough about their financigl situation to
form a clear opinion, or they did not want to reveal therr actual feelings and felt some-
what comloriable in selecting a neutral response. Household economists in Japan have
a challenge to explore this issue further. Other topics of future research should include
the in-depth ook at the satisfaction level with reticement planning. Are people in Japan
tissalishied with retirement planning because they believe that the funds may nol be
adequate at retirement?

Results of this study provide evidence that several money management practices
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significantly relale to satisfaction level. These results mav he helpiul m dentiving
specific fopies: that should be mcleded m houzehold economics and family reseurce

managemenl courses. speciic areas w be emphasized i such courzes may mclwde
development of financial geals, spending and savings plans, development and mter-

pretation of family Anancial statements, credit management, and commimication related

0 MmOoEy mallers,

= Hira 15 pl.'L'-IL'Eaur in the [?Ppﬂrlmrrm o F|||'|'u-|].' Enrtrunment at lowa State s ErEily
**) Napsshima = an associate professar at Nara Women's University, Nasa, Jupan.
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