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PAUL GERRANS AND DOUGLAS A. HERSHEY

Financial Adviser Anxiety, Financial Literacy, and
Financial Advice Seeking

Seeking professional financial advice to assist with financial decision
making is an important option for consumers faced with increased
responsibility for their own financial circumstances. We explore the
role of two potential barriers/enablers to accessing financial advice.
First, we explore the role of a variety of financial literacy measures to
explain observed financial advice consultation. Second, we introduce a
newly developed measure of financial adviser anxiety. We define adviser
anxiety as (an existing or prospective clients’) concerns involving the
prospect of meeting with a financial adviser. The notion of adviser
anxiety is inspired by evidence from medical settings that suggest
individuals may refrain from seeking advice when objectively, it is in
their best interests to do so. This anxiety may be due to embarrassment,
worry, or other forms of apprehension associated with the consultation
process. A new scale is presented which has strong validity and a
demonstrated ability to explain reported future levels of professional
advice seeking.

INTRODUCTION

Increases in both personal financial responsibility and sophistication of
financial products confronting consumers (Davis 2007; Hastings, Madrian,
and Skimmyhorn 2013) have made the development of financial literacy
“more important than ever” (Lachance 2014). Financial advice can either
act as a substitute, complement, or developer of a consumer’s own financial
literacy in making these decisions. Consumer willingness to seek financial
advice from a financial professional is therefore of considerable interest,
and existing empirical research has examined a range of sociodemographic
variables associated with accessing financial advice. This type of approach
has allowed for the identification of groups of individuals who are unlikely
to seek advice. However, as observed in other advice seeking settings,

Paul Gerrans (paul.gerrans @uwa.edu.au) is Associate Professor of Finance at the UWA Business
School, The University of Western Australia, and Douglas A. Hershey (douglas.hershey @okstate.edu)
is Professor of Psychology at Department of Psychology, Oklahoma State University. We gratefully
acknowledge a grant from the National Seniors Productive Ageing Centre which made this research
possible. A technical report from that funded project was titled “Financial Literacy and Financial
Advice Seeking in an Ageing Australia.”

The Journal of Consumer Affairs, 2016
DOI: 10.1111/joca.12120
Copyright 2016 by The American Council on Consumer Interests



2 THE JOURNAL OF CONSUMER AFFAIRS

“such research offers little direction in terms of viable interventions”
(Consedine et al. 2004, 501) to impact advice seeking. What is needed in
such cases is to identify variables that influence advice seeking “that are
both amenable to change and for which there is room for improvement”
(Consedine et al. 2004, 501). This is the innovation of our article as we
examine the role of a construct we refer to as financial adviser anxiety.
That is, anxiety individuals may have at the prospect of an encounter with
a professional financial adviser. We examine the role of financial adviser
anxiety as it relates to consumer demand for professional financial advice.

Some 14% of Australian adults (Slade et al. 2009) confront serious anx-
iety issues each year. This is an incidence rate comparable to that seen in
other westernized nations (National Institute of Mental Health 2012). Anx-
iety disorders tend to be more common among women than men (Slade
et al. 2009) and less common among older individuals relative to persons
at other stages of the adult lifespan (Kessler et al. 2005). Far more indi-
viduals, however, are affected by less serious forms of anxiety that do not
qualify as clinically significant psychological disorders.! However, as with
diagnosable, clinically significant disorders, these milder forms of anxi-
ety are accompanied by a variety of troubling symptoms, including worry,
nervousness, discomfort, and apprehension, which are particularly promi-
nent when individuals are confronted by the feared object, circumstance,
or event. Anxiety issues can take many different forms and stem from a
variety of different sources, but in the present context, we are primarily
concerned with anxiety resulting from the prospect of consulting with a
professional financial adviser.

The extent to which one is likely to be anxious about meeting with a
financial professional will be, at least in part, determined by not only how
much one knows about general financial planning practices but also the
specific area of interest, such as, retirement savings. Empirical evidence
has consistently reported that individuals have low levels of financial
literacy, and insufficient financial knowledge, in particular.> While seek-
ing financial advice has more readily been considered to be a choice,
this has not generally been viewed to be the case for financial literacy.
However, Lusardi, Michaud, and Mitchell (2013) have recently modeled
endogenous financial knowledge accumulation, through which they were
able to account for considerable differences in wealth inequality. Financial

1. For example, those based on criteria outlined in the DSM-IV-TR and ICD-10, two recognized
classificatory manuals of psychological disorders.

2. Positive money management skills and product awareness are two other important components.
Lusardi and Mitchell (2011) provided an overview of evidence which suggests individuals possess low
levels of financial literacy.
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knowledge acquisition provides the opportunity to access more sophis-
ticated “investment technologies,” which provide increased expected
returns. However, financial literacy is costly to acquire and use, and it
depreciates as financial and investment vehicles vary over time as do the
regulations that govern their use (Lusardi, Michaud, and Mitchell 2013,
13). Within this framework, we can consider financial adviser anxiety as
a cost to seeking financial advice. This may prevent the initial seeking of
advice, a follow-up consultation, or it may hinder the quality of the advice
an adviser might be expected to provide, based on poor information flow
from the consumer.

In the professional medical advice setting, emotions related to anx-
iety have been demonstrated as barriers to advice seeking (Consedine,
Krivoshekova, and Harris 2007). Consumer regulators (Australian Securi-
ties and Investments Commission 2010) appear conscious of how anxiety
may influence the use of financial advisers by identifying “embarrassment
and exposure of personal details” as important issues for potential clients.
Gennaoili, Shleifer, and Vishny (2015) included anxiety as an important
component of the adviser—client relationship, suggesting that advisers
who are effective at reducing client anxiety can demand higher fees.
However, no direct empirical evidence for this assertion has been offered
to date. We grapple with this issue in a head-on manner by exploring the
prevalence of financial adviser anxiety, the types of consumers who are
prone to it, and the impact it is likely to have on consumers’ willingness to
seek professional financial advice. In summary, we address the following
key research questions:

1 Can financial adviser anxiety be demonstrated as a measurable con-
struct, and what components (if any) can be isolated as constituent
factors?

2 Do factors currently shown to explain financial advice access also
explain financial adviser anxiety among those who have, and have
not, accessed the services of a financial professional? Specifically,
what is the role of financial literacy (including financial knowledge),
financial attitudes, and behaviors on the likelihood of having adviser
anxiety?

3 Does financial adviser anxiety have a significant role in the likeli-
hood that a consumer will seek financial advice in the future, both for
financial advice generally and retirement planning financial advice
specifically?

This work extends prior research by measuring, explaining, and quan-
tifying a role for financial adviser anxiety in an individual’s access of
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professional financial advice. In addition to extending the range of factors
considered by existing theoretical models, we develop and demonstrate
the properties of a scale for its measurement. This represents an impor-
tant step that can be followed by researchers and practitioners who seek
to develop interventions designed to mitigate the effects of anxiety among
advice-seeking clients.

FINANCIAL ADVICE SEEKING CONCEPTUAL FRAMEWORK
Models of Financial Advice Seeking

The predominant conceptual framework employed for modeling finan-
cial advice seeking is based on the trade-off between the costs and benefits
of advice provision. Our approach adopts this framework, but it seeks to
extend it by placing a greater emphasis on the implicit costs associated
with seeking advice. Hackethal, Haliassos, and Jappelli (2011) character-
ized the current theoretical and policy debate in relation to financial advice
as “based on the idea that financial advisers know what is good for indi-
vidual customers but have an incentive to misrepresent this and to take
advantage of their customers, who are typically uninformed and cannot
figure out the poor quality of advice” (Hackethal, Haliassos, and Jappelli
2011, 13). The underlying assumption here is that “most people could
benefit from access to quality personal or general advice and factual infor-
mation” (Australian Securities and Investments Commission 2010, 7) due
to informational economies of scale, quality of information, and portfolio
management advantages that advisers have relative to individual investors
(Hackethal, Haliassos, and Jappelli 2011). Other possible benefits include
“faster debt reduction or higher investment returns, especially at the time
of key life events or transitions” (Australian Securities and Investments
Commission 2010) or “ensuring greater risk diversification among less
sophisticated households” (Hackethal, Haliassos, and Jappelli 2011, 1).
These benefits are weighed against fees, commissions, and agency costs
that are shouldered by the consumer (Guiso and Jappelli 2006). The bal-
ance of these costs and benefits continues to be a focus of the literature (see
Guiso and Jappelli 2006; Hackethal, Haliassos, and Jappelli 2011; Ianni-
cola and Parker 2010; Inderst and Ottaviani 2009).

Grable and Joo (2001) and Joo and Grable (2001) cast financial advice
seeking as the final step of a five step proactive process, adapting a much
earlier help seeking model developed in a medical care setting (Such-
mann 1966). In their adapted process, a consumer proceeds through: (1)
exhibiting a financial behavior, (2) evaluating their financial behavior, (3)
identifying the causes of financial behavior, (4) making a decision to seek
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help, and (5) choosing between help provider alternatives. Step four is
critical and Joo and Grable (2001) suggest it can be explained through a
cost—benefit information economics model such as the one advanced by
Stigler (1961). The decision at step five of whether to seek professional
advice, having made the decision to seek help, is also critical. Both steps
four and five can be influenced by demographic, socioeconomic, and psy-
chosocial factors (Joo and Grable 2001), and it is this final step that this
article investigates. In doing so, we have a particular interest in the role of
financial adviser anxiety and financial literacy, and whether these two fac-
tors, in particular, vary as a function of the timing and scope of the advice
received. Joo and Grable (2001) also provide a more nuanced framing of
the cost—benefit framework, which links directly to a role for financial
adviser anxiety. They highlighted that help seeking involves the risk of
being “ridiculed, behaviorally constrained, or reprimanded” (Joo and
Grable 2001, 63), thus emphasizing the uncertainty of costs and benefits.

Beyond consideration of competence and the relative technical advan-
tages financial professionals may bring, Iannicola and Parker (2010)
described a broader set of factors to explain advice use. These factors are
grouped into: individual factors (financial literacy, (mis)understanding
of the advice relationship, trust); social factors (advice available from
informal sources including family and friends, cultural disconnect); and
institutional factors (orientation to affluent profitable clients, product
sales focus). Importantly, these factors are not unrelated. For example,
social and institutional factors (a product or sales focus) can impact
individual factors (reduction in an individual’s trust in the advice
relationship).

Gennaoili, Shleifer, and Vishny (2015) presented a model of investment
delegation that captures some of the elements we explore in this article.
In their model, “investors do not know much about finance, are too ner-
vous or anxious to make risky investments on their own, and hence hire
money managers to help them invest.” Furthermore, they consider “anxiety
reduction in risk taking as a central function of delegated money manage-
ment” (Gennaoili, Shleifer, and Vishny 2015, 97). They argue financial
advice is a service, similar to medicine, which they capture through the
descriptive title for financial advisers as being “money doctors.” Money
doctors provide trust derived from “personal relationships, familiarity, per-
suasive advertising, connection to friends and colleagues, communication
and schmoozing,” and thus, trust is not necessarily derived from past
performance (Gennaoili, Shleifer, and Vishny 2015, 92). Money doctors
“help investors make risky investments and are trusted to do so even when
their advice is costly, generic, and occasionally self-serving” (Gennaoili,
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Shleifer, and Vishny 2015, 92). Within this model, the nonadvised investor
is unwilling to invest in risky assets due to “infinite anxiety.” An investor’s
anxiety is reduced through delegation to an adviser and advisers vary in
ability to achieve this.

Anxiety and Financial Advice Seeking

Research in the medical sector has established that embarrassment—an
emotion that is structurally related to anxiety (Plutchik 1980)—may pre-
vent individuals from seeking professional medical advice. Consedine,
Krivoshekova, and Harris (2007) have documented the role of medical
embarrassment associated with consulting a physician, and in doing so,
they have identified two separable factors: one that taps bodily embar-
rassment issues and a second that taps judgment concerns (i.e., perceived
negative evaluations by the physician). Consedine, Krivoshekova, and Har-
ris (2007) found that individuals with high levels of medical embarrass-
ment were less likely to make general visits to a health professional. They
also suggested that judgement concerns might be negatively related to age,
income, and education, although only age was significant with embarrass-
ment levels also significantly higher for females. Although not explicitly
stated in Consedine, Krivoshekova, and Harris (2007), the prospect of vis-
iting a medical professional (and the embarrassment that could possibly
ensue) is likely to lead to the onset of anxiety and psychological dis-
tress. Feelings of anxiety are in and of themselves problematic from the
perspective of maintaining psychological well-being, but the problem is
further compounded by the fact that “avoiders” may forgo medical ser-
vices that could prove to be beneficial. The impact of anxiety on behavior
is not unequivocal, both theoretically and empirically. In a review of the
“the construct variously called anxiety, fear, or worry” in relation to health
screening behaviors, Consedine et al. (2004) identified evidence for both
negative and positive predictors.

The personal financial advice relationship requires disclosure of accu-
rate and complete information. A potential impact of financial adviser
anxiety within an advice relationship is that anxiety may prevent full dis-
closure by a client. For example, poor prior investments, tax liabilities,
a ballooning credit card balance, or changed employment circumstances
may be withheld which compromise the ability of the professional to pro-
vide appropriate personal financial advice. The importance of information
flow in this manner has been emphasized by regulators. For example,
Financial Industry Regulatory Authority (FINRA) provides guidance for
broker—dealers in meeting advice suitability requirements and “reasonable
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diligence” obligations in situations in which a client may choose not to
provide full information (FINRA 2012). Similarly, in Australia, the Corpo-
rations Act (s961H) explicitly acknowledges the possibility that the client
may not provide full information, though not addressing why, in which case
the adviser is required to warn the client to consider the appropriateness of
the advice.

Financial Advice Seeking and Financial Literacy

A succinct characterization of the empirical evidence on the determi-
nants of advice demand is that it is mixed; mixed in the definition of advice,
the period over which advice is sought, and the variables employed (and
their definitions) in seeking to explain utilization of advice. The empir-
ical literature is generally consistent in identifying a positive relation-
ship between education and accessing advice from a financial professional
(Chang 2005; Chatterjee and Zahirovic-Herbert 2010; Collins 2012) with
the exception of Hung and Yoong (2010) who found no significant rela-
tionship, and Guiso and Jappelli (2006) who found a negative relationship.
Similarly, Chatterjee and Zahirovic-Herbert (2010), Collins (2012), Guiso
and Jappelli (2006), and Hackethal, Haliassos, and Jappelli (2011) found
females more likely to receive financial advice, whereas Hung and Yoong
(2010) found no significant difference in advice seeking as a function of
gender. While Chang (2005), Chatterjee and Zahirovic-Herbert (2010), and
Hackethal, Haliassos, and Jappelli (2011) found a positive age-advice rela-
tionship, Collins (2012) and Hung and Yoong (2010) found no significant
relationship as a function of age. In fact, Hung and Yoong (2010) found
only marital status significant (positive) with advice seeking, with no dif-
ference by gender, age, income, education, or financial literacy. Ethnicity as
a predictor of financial advice seeking has generally found minority groups
less likely to consult, although this finding is dependent upon the type of
advice being sought (Collins 2012).

The samples used by Hackethal, Haliassos, and Jappelli (2011) in their
German study are quite different from those examined in the predominantly
US literature previously discussed. In one sample, they drew on clients
of an online brokerage firm and in the second they examined clients of a
commercial bank where advice was available on an optional basis. In both
samples, males were significantly less likely to have an adviser, as was the
case with older clients/customers. Study results also revealed that married
clients were significantly less likely to have an adviser, and the size of
transactions (as a wealth proxy) and being self-employed were positively
related to advice seeking.
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Aside from demographics, financial literacy measures have been
explored to explain the likelihood of seeking advice. There are distinct par-
allels in the financial advice and financial literacy literatures in their focus
on outcomes. Recent reviews (Fernandes, Lynch, and Netemeyer 2014;
Miller et al. 2014), drawn from meta-analyses of financial education inter-
ventions, have suggested that the effect size of interventions on subsequent
financial behaviors is low, on the order of 0.1% of the variance (Fernan-
des, Lynch, and Netemeyer 2014). Lusardi, Michaud, and Mitchell (2011,
2013), however, cautioned that large behavioral changes should not be
expected for all groups, particularly the least educated. Similarly, in terms
of financial advice and subsequent outcomes, Hackethal, Haliassos, and
Jappelli (2011) suggested an ambiguous advice—performance relationship.
Kramer (2012) found no significant relationship, and Hoechle et al. (2014)
suggested advisers hurt trading performance but improve diversification.

Our interest is the role of financial literacy in financial advice seek-
ing, and whether professional advice serves as a substitute or comple-
ment for financial literacy. Collins (2012) found a positive relationship
between financial knowledge and advice seeking, suggesting they are com-
plements of one another. Calcagno and Monticone (2015) also argued for
complementarity, finding that advice demand increases with financial lit-
eracy which they explain due to the more literates’ ability to anticipate
the “informativeness of advice.” Von Gaudecker (2015) finds neither a
substitute nor a complementary relationship between advice seeking and
financial numeracy. The emphasis here on financial numeracy echoes the
sentiments of Huston (2010), who emphasized the need for clarification of
the financial literacy construct as it is crucial in its operationalization and
assessment.

Remund (2010) identified the evolution of the concept of financial
literacy, and classified the various definitions found in the literature into
five main categories: knowledge of financial concepts, the ability to
communicate about financial concepts, an aptitude to manage personal
finances, skill in making financial decisions, and the confidence to plan
effectively for financial needs. The emphasis on financial capabilities
in Remund’s work appears to extend financial literacy from a strictly
knowledge-based measure to include within it dimensions of behaviors
such as budgeting practice or information search, and attitudes such as
perceived importance of financial planning (Financial Services Authority
2005). OECD-INFE (2011) further incorporated a specific objective into
the definition of financial literacy, by defining it as “A combination of
awareness, knowledge, skills, attitudes, and behaviors necessary to make
sound financial decisions and ultimately achieve individual financial
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wellbeing.”? In the present investigation, we utilize this broader measure
of financial literacy, as discussed in the following section.

Literature Summary and Hypotheses

To summarize the discussion thus far, we agree with the suggested role
of anxiety in the demand for professional financial advice as suggested by
Joo and Grable (2001) and modeled by Gennaoili, Shleifer, and Vishny
(2015). We describe this form of anxiety as financial adviser anxiety.
Following Consedine, Krivoshekova, and Harris (2007), who identify
separable components of bodily embarrassment and judgment concerns as
barriers to medical consultations, we propose two subconstructs of finan-
cial adviser anxiety. Disclosure anxiety parallels bodily embarrassment
and is defined as concerns regarding the sharing of personal informa-
tion with a professional adviser. Evaluation anxiety parallels judgment
concerns and involves concerns about being negatively perceived by a
financial professional. We differ, however, from Gennaoili, Shleifer, and
Vishny (2015) in that our focus is not on the size or form of the payoff
clients receive from an anxiety reducing adviser, but rather, on the role
of financial adviser anxiety in the demand for advice itself. The extant
literature has neither sought to operationalize a measure of financial
adviser anxiety nor quantify its role. We seek to advance the literature by
empirically measuring financial adviser anxiety with a newly developed
and validated scale. We also demonstrate its importance in future advice
demand as a means of substantiating its role. Given the related professional
advice seeking literatures, we hypothesize:

H1: Financial adviser anxiety is composed of two separable components,
namely disclosure anxiety and evaluation anxiety.

Furthermore, we expect financial adviser anxiety to be predicted by
a combination of demographic and psychological variables that have
previously been demonstrated to be related to professional help seeking.
Specifically we hypothesize that:

H2: Financial adviser anxiety will be negatively related to age, financial
resources, education, financial literacy, and risk tolerance.

3. Initially proposed by Financial Services Authority (2005) in the United Kingdom and adopted in
the Australian National Financial Literacy Strategy (Australian Securities and Investments Commis-
sion 2011). Remund (2010) identifies the Canadian definition as the most comprehensive definition
as it further includes “confidence to make responsible financial decisions” (Task Force on Financial
Literacy, Office of the Canadian Minister of Finance 2010, 10).
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The negative risk tolerance expectation flows from Gennaoili, Shleifer,
and Vishny’s (2015) argument that reduction in clients’ anxiety of risk
taking is a key function of an adviser. Hence, if higher financial adviser
anxiety reduces the likelihood of seeking advice, it follows that more risk
tolerant individuals would have lower financial adviser anxiety.

H3: Financial adviser anxiety will be positively related to financial con-
straints, being female, and belonging to a minority ethnic group.

We have no a priori expectations regarding the relationships between
adviser anxiety, marital status, and future time perspective.

Given the conception of financial adviser anxiety as a cost/barrier to
seeking advice, we expect whether an individual has received advice or
not to be reflected in the strength of relationships in H2 and H3. One might
expect that among those who are currently receiving advice, the factors that
increase (decrease) financial adviser anxiety are less (more) important as
they have been overcome, whereas among those who have never received
advice, the converse is true. More formally:

H4: The negative predictors in H2 will be stronger for those who currently
seek financial advice than for those who have never done so. Conversely,
the positive relationships in H3 will be stronger for those who have never
previously accessed advice.

Consistent with Joo and Grable’s (2001) conceptual framework, we
view financial adviser anxiety as an expected, immediate, implicit cost
of the advice encounter which, consistent with Stigler’s (1961) model,
is combined with explicit costs (e.g., fees) and then weighed against an
uncertain and distant benefit of the advice encounter. More formally:

HS: Financial adviser anxiety will be negatively related to the likelihood of
seeking professional financial advice in the future.

SAMPLE AND SURVEY CONSTRUCTION

A survey instrument was developed and piloted using a sample of
30 American men and women, 34-64 years of age. The final survey
was administered to a commercially provided online panel of Australian
participants, aged 40—75 years. The survey collected information in four
key areas: financial advice seeking, financial literacy, financial adviser
anxiety, and a range of demographics. A key term requiring clarification
was what constitutes financial advice and to whom the labels “financial
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planner” and “financial adviser” referred to, as they do not have legislated
definitions in many jurisdictions.* To clarify who was being referred to
when financial advice was being provided, the following introduction was
provided in the survey:
Different titles are used by those who provide personal financial advice, including
“financial planner” and “financial adviser” and these titles may describe individuals
who carry out different tasks. In this survey, we use the broader phrase of “financial
professional” which you can take to mean somebody who provides personal financial

advice on a professional basis, most commonly a financial planner or financial
adviser.

Financial Literacy Assessment

The “Financial Literacy Measurement Core Questions” (OECD-INFE
2011) were utilized in this study and are best grouped using the five
financial capability domains proposed by the Financial Services Authority
(2005): financial knowledge (based on a “money quiz”’), money manage-
ment, choosing financial products, planning ahead, and staying informed.

Financial knowledge (Financial Knowledge) was measured using eight
questions that cover numeracy within a financial context, compounding,
diversification and inflation. In addition, respondents rated their knowl-
edge of investing in financial assets (Self-Assess Financial), and retirement
savings’ (Self-Assess Retirement) using a seven-point scale (1 = extremely
poor; T=extremely good). Data on financial behavior examined whether
savings had occurred during the previous 12 months, whether a budget
was/is utilized (Budget), and whether they had experienced financial dif-
ficulties over the preceding 12 months (Financial Difficulties). A measure
combining financial knowledge and behavior was used to complement the
financial quiz questions. This measure (Product Awareness) assessed the
level of awareness of an inventory of financial products (e.g., superannua-
tion, shares, credit cards, bonds, etc.). Participants’ level of awareness was
ranked based on responses to whether they currently or previously owned
the product (ranked as a score of two), had heard of the product but not
owned it (score of one), or had never heard of the product (scored as zero).

4. In the United States, FINRA (2014) note that labels such as “Financial Adviser (Advisor),” and
“Financial Planner” are generic terms or job titles rather than legislated titles. In Australia, “financial
planner” and “financial adviser” similarly remain nonregulated terms.

5. Reflecting the terminology understood by the Australian sample, “superannuation” was
used in questions relating to retirement savings. Superannuation can be considered equivalent to
401(k) or 403(b) plans with the notable difference that Superannuation is effectively a compulsory,
auto-enrolment program mandated by government legislation.
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Attitude toward money management (Money Management) was
assessed through four questions (Before I buy something, I carefully
consider whether I can afford it; I pay my bills on time; I keep a close
personal watch on my financial affairs; I set long-term financial goals
and strive to achieve them), which were rated using a five-point scale of
never (1) to always (5). A measure of future time perspective was also
included (Future Time Perspective) using a previously validated measure
developed by Jacobs-Lawson and Hershey (2005). A final question asked
respondents whether they thought they had enough money to live com-
fortably in retirement, or the remainder of their retirement if they were
already retired, on a five-point scale from (1) certainly not to (5) certainly
(Enough in Retirement).

Financial Adviser Anxiety Assessment

A scale to estimate financial adviser anxiety was adapted from the
53-item measure developed by Consedine, Krivoshekova, and Harris
(2007), which was designed to assess one’s level of medical embarrassment
associated with consulting a physician. The initial pilot of the financial
adviser anxiety scale contained 15 items, many of which were written to
be direct analogues of the items contained on the medical scale. One sub-
set of items was designed to assess what we refer to as disclosure anxiety;
i.e., the likelihood of being anxious about revealing details about one’s
money management practices (e.g., “I would be hesitant to show my private
financial records to a financial professional”). A second set of items was
designed to tap evaluation anxiety; i.e., concerns about being negatively
judged by a financial professional during the course of a consultation (e.g.,
“I [would] worry that a financial professional would criticize me for some
of the unwise spending and saving decisions I have made”). Ratings for
all items on the adviser anxiety scale were made using a 5-point response
format (1 = strongly disagree; 5 = strongly agree).

Pilot testing revealed the internal consistency of the scale to be strong
(Cronbach alpha=.81), and two-week test—retest reliability was found to
be well above threshold (r = .88) using 11 of the 15-items.® Factor analysis
suggested a single underlying factor against the hypothesized two-factor
structure of disclosure anxiety and evaluation anxiety. Reliability, factor

6. Two of the originally drafted items from this scale were found to have unacceptable loadings
and were therefore deleted, and two others were deemed to be redundant with the remaining items, and
therefore, omitted.
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TABLE 1

Financial Adviser Anxiety Scale Components and Loadings

Item Loading

1. I(would) find it difficult to ask a financial professional to explain something again, 71
repeat themselves, or use words that I can easily understand.

2. I(would) worry that financial professionals would think I'm silly if I come into .76
their office with a minor financial concern.

3. I(would) find that a financial professional would criticize me for not saving all of .82
the receipts I should.

4. I’'membarrassed I haven’t made more of an effort to keep careful financial records. 5

5. Describing to a financial professional how I spend money on frivolous or .84
unnecessary items is (would be) exceptionally embarrassing for me.

6. I (would) worry that a financial professional would criticize me for some of the .85
unwise spending and saving decisions I have made.

7. If I have financial difficulties I tend to hide this fact from others, even close .69
people, because I am (would be) embarrassed.

8. Tam (would be) embarrassed by the fact that I have allowed my financial situation .68
to deteriorate to the point it has.

9. The thought that a financial professional might ask me for detailed transaction .86
information and receipts is humiliating for me.

10. I would be hesitant to show my private financial records to a financial .76
professional.

11. Tam generally uncomfortable talking about personal financial matters with others. 72

structure, and predictive validity confirmed the reduced set of 11 items.
Items and factor loadings are presented in Table 1.

SAMPLE OVERVIEW AND SUMMARY STATISTICS

An online commercial panel provider was used to recruit participants
with a screening item that restricted the sample to panel members who
were at least 40 years of age. Otherwise, no additional inclusionary criteria
were imposed. Completion of the survey entitled respondents to a payment
of less than five dollars from the panel provider. Of the 2,304 completed
surveys, 22 were dropped based on a completion time of less than eight
minutes, which was not considered to be a reasonable amount of time
to complete the survey. Median completion time for the remaining 2,282
surveys was 19 minutes. The sample breakdown by age compared with the
general population of Australians over the age of 40 (Australian Bureau
of Statistics 2011) indicates an over-representation of those aged 60—69
years (28% vs. 21%) and an under-representation of those aged 40—49
years (28% vs. 31%) and over 69 years (16% vs. 21%).

A comparison of the sample financial demographics with the Australian
population is presented in Table 2. The pattern observed across sample age
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TABLE 2
Comparison of Sample Financial Demographics and Australian Household Averages

Income Assets Debt

National Sample Sample®> National ~Sample Sample > National Sample Sample >

$* $ $100,000 $ $ $1 million $ $ $1 million
35-44 116,428 95,086 7.2% 787,600 577,281 13.2% 206,200 175,909 2.8%
45-54 119,912 90,848 4.9% 1,047,500 655,412 17.3% 163,400 136,339 1.0%
55-64 97,812 65,875 1.4% 1,197,400 677,641 14.9% 102,800 81,876 0.6%
65-74 55380 42,946 0.6% 1,040,900 597,468 9.9% 29,800 28,369 0.0%

75 and over 38,792 39,226 0.0% 792,700 525,476 4.8% 4,800 33,452 0.0%

Source: Australian Bureau of Statistics (2011) values for 2011/12, Reserve Bank of Australia (2015)

2 Australian dollar estimates (2012). The average exchange rate through 2012 was AUD$1 = US$1.04.

bThe survey question used income, asset, and debt bands rather than exact amounts. Thus, when calculating
means of each band, the highest band (> $100,000 for income and > $1 million for assets and debt) enters the
estimation using the lower band value which biases down the sample estimates depending on the proportion
of the sample in the top band. The proportion of respondents within each age group reporting the highest band
of income/assets/debt is reported.

groups is consistent with population estimates for both assets and debt. The
55-64 (35-44) year-old age group has the highest average asset (debt)
value. The two younger age groups had the highest income in both the
sample and the population data. Average debt levels are similar between the
sample and population. Average asset values in the sample, by age group,
appear smaller than population estimates. However, a direct comparison of
assets is restricted, as survey respondents selected an income/asset/debt
band rather than a point estimate of each. There was a relatively large
proportion of respondents in each age group who selected the highest asset
band of $1 million’” or more, which biased the sample average estimate
downward relative to the population estimate.® This bias was exacerbated
by the heavily skewed distribution of assets in the general population for
individuals in the highest percentiles. For example, the average net worth of
the top 3% of Australian households is greater than $3 million (Australian
Bureau of Statistics 2011). Therefore, the financial demographics of the
sample appear consistent with the distribution in the population, and
allowing for the bias in sample estimations, they are consistent with the
mean level of income assets and debt.

Table 3 provides a summary of the key variables of interest: financial
adviser consultation, financial literacy, and financial anxiety scores. A total

7. All values are in Australian dollars but at the time of the survey the exchange was close to parity
AUDS$1=US$1.04
8. As the lower value of the band is used when calculating the mean for the age group.
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of 18% of respondents indicated that they currently consulted a financial
professional, with 41% having previously but not currently consulted, and
41% never having consulted a financial professional.

Financial Literacy Summary

The mean score for the Financial Knowledge scale was 6.6 out of the 8
questions (SD =1.39), which suggests that a ceiling effect was operating
with respect to the scale.” A comparison by age and gender shows that
males (6.8) performed significantly'? better on the financial knowledge
test than females (6.2) within each age group. There were no significant
differences across age groups for females, although there were for males.
Older males (>69 years) performed better (7.1 vs. 6.5) than members of the
youngest (40—49-year-old) age group. The self-assessed knowledge scores
did not exhibit the same ceiling effect as the objective measure. The mean
Self-Assess Financial and Self-Assess Retirement scores were found to
be in the mid-range of their respective scales. Relative to men, women
had significantly!! lower scores in both the self-assessed and objective
knowledge areas. No significant differences in scores were evident by age
group for Self-Assess Financial. Self-assessed knowledge of retirement
savings was found to be significantly lower for women in the over 69
year age group relative to the 60—69 and 50-59 year-old age groups.
It is possible that the experience of making financial decisions during
retirement, at least for women, highlights a lack of understanding of rules
and products available relative to the types of decisions made prior to
retirement. No significant differences were found to exist in self-assessed
knowledge for males as a function of age.

Approximately half (53%) of the sample indicated they had a household
budget, defined as something “used to decide what share of your income
will be used for spending, saving and paying bills.” A relatively large
proportion (39%) reported that they had experienced financial difficulties
over the past 12 months, with members of the youngest age group having
the largest proportion of respondents that had experienced difficulties.

A factor analysis of the four money management attitude questions
suggested they could be collapsed to one attitude score, therefore, the

9. These scores, although high, are similar to those reported by Atkinson and Messy (2012) for a
sample of respondents drawn from 14 countries, in which the modal score was six. This suggests that
more recent scales—such as the one developed by Fernandes, Lynch, and Netemeyer (2014)—may be
better candidates for measuring this construct.

10. Reference to significance is at the 95% confidence level unless otherwise noted.
11. T-tests between genders within each age group.
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four questions were averaged.'? With regard to product awareness, a factor
analysis found support for a unitary factor structure, although the savings
account item loaded poorly on the latent construct and was deleted. Given
the nine remaining products on the product awareness measure, a total
score of zero reflected that the respondent had heard of none of the
products, and therefore, had the lowest possible level of awareness. A score
of 18 would indicate an individual had currently, or previously, owned each
product, thus having the highest possible level of product awareness. The
mean score for the sum of raw rankings was 11.2; the correlation of this
score with the financial knowledge score was 0.27.13

The Jacobs-Lawson and Hershey (2005) future time perspective scale
was supported as a unidimensional latent construct with a Cronbach alpha
of .88. A final question asked respondents whether they thought they
had enough money to live comfortably in retirement, or the remainder
of their retirement if they were already retired (Enough for (remainder)
Retirement). On a scale of: certainly not (1); probably not (2); maybe
(3); probably (4); and certainly (5), those who were not retired had a
significantly lower score (2.7) than those already retired (3.2).

Financial Adviser Anxiety—Summary

The full 15-item financial adviser anxiety scale tested during the pilot
was administered to the full sample, but again, an 11-item version of the
scale was found to be equivalent. As was the case in the pilot testing,
which used American data, the Australian data suggested that the scale
had strong psychometric properties. Consistent with findings from the pilot
investigation, the internal consistency reliability of the scale based on 2,282
Australian respondents was 0.93.

Next, an exploratory factor analysis of the scale was carried out using
a principal components analysis extraction followed by varimax rotation.
This analysis revealed two factors with eigenvalues greater than one;
however, inspection of the scree plot revealed the existence of a single
dominant factor. Therefore, a subsequent factor analysis was computed in
which only a single factor was extracted, which accounted for 59.3% of
the variation in item scores. All factor loadings were found to exceed 0.68.
Thus, although two distinct sets of items were crafted to test the hypothesis
of separable factors for disclosure anxiety and evaluation anxiety (i.e.,

12. Cronbach alpha for the 4-item Money Management scale was .75. A predicted score based on
factor analysis correlated highly with the simple average so the simpler average was used.
13. Cronbach alpha for the 9-item Awareness scale was .75.
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H1), the empirical findings suggest the existence of a single overarching
factor that captures the anxiety associated with consulting a financial
professional. In sum, the findings from both the pilot study and the full
sample provide strong psychometric support for the adequacy of the newly
developed measure of financial adviser anxiety. The scale was shown
to demonstrate a high degree of internal consistency, strong test—retest
reliability, and an unambiguous unitary factor structure.

On the 5-point adviser anxiety scale, members of the youngest age
group (40—49 years) had a significantly higher mean score (2.55) than
the remaining respondents collectively (2.29). This significant difference
is reflected in a breakdown by those retired (2.23) compared to their
nonretired counterparts (2.43). An examination of each question on the
scale, not tabulated, suggests that gender differences were not pervasive,
but could be identified for three questions. Women have a higher anxiety
about the prospect of encountering complicated financial words, and
overall this item had the highest mean score on the scale. This question
is also the only question where no significant age differences were found
to be evident. Men had a higher mean score about “not having kept careful
financial records” as well as for “allowing their situation to deteriorate.”

Financial adviser anxiety scores were not found to be significantly dif-
ferent by marital status (not tabulated). A breakdown by educational level
indicates that financial adviser anxiety scores were negatively related to
years of schooling. Those with a college education had a significantly lower
anxiety score than those without. A final breakdown of financial adviser
anxiety is presented by ethnicity. An F-test rejects equality of mean scores
and a Bonferroni multiple-comparison test isolates significant differences
between: Australian (2.38) and British respondents (2.23); Asian (2.55)
and British respondents (2.23); and Asian (2.55) and European respondents
(2.26).

To assist in further analyses, the financial adviser anxiety score was
categorized into four levels. Those with a score of less than two, which
accounted for 28% of the sample, were classified as having “Little or
No” financial adviser anxiety. Those with a score between two and less
than three, 46% of sample, were classified as having “Mild” financial
adviser anxiety. Those with a score between three and less than four,
21%, were classified as having “Moderate” financial adviser anxiety. Those
with higher anxiety scores, 4% of the sample, were classified as having a
“Severe” anxiety level.

A comparison of objective financial knowledge scores by the four
financial adviser anxiety levels (not tabulated) suggests a declining trend
with the mean knowledge score for those with little or no financial anxiety
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6.8, mild 6.73, moderate 6.08, and severe 5.78. An F-test rejects equality
of mean scores across the anxiety classifications.

ANALYSIS

In this section, we first consider financial adviser anxiety and charac-
teristics that can explain its variation. Next, we consider current or prior
professional financial advice consultation with a focus on financial literacy.
A final analysis considers the role of financial adviser anxiety in explain-
ing future financial advice consultation for general financial advice and for
retirement savings advice.

Financial Adviser Anxiety

In light of the observed variation in financial adviser anxiety scores,
we now investigate the factors that lead some individuals (but not oth-
ers) to feel anxious at the prospect of visiting a financial professional. A
one-way ANOVA of financial adviser anxiety by prior professional finan-
cial advice use identifies a significant difference between those who had
never accessed advice (2.57), had received advice in the past (2.28), and
those who currently access advice (2.05). A hierarchical regression model
was estimated for each of these three groups to explain financial adviser
anxiety scores. Estimates were computed separately for the three groups
rather than pooling and including an indicator for current/prior consulta-
tion due to the possible endogeneity the latter approach likely introduces. It
is likely that perceptions of advisers (and accordingly the financial adviser
anxiety score) could be colored by virtue of past consultation experiences.
The models were estimated using two separate sets of predictor variables:
(1) a set of ten demographic variables, primarily used as controls, and (2)
a series of eight psychological variables thought to possibly be related
to the criterion. The former includes gender (female base category) and
age (40—49 years base category). Ethnicity was included as a predictor
with four groups compared (Australian/New Zealanders base category).
Marital status comprised three groups: married/partnered (base category),
single/widowed, and separated/divorced. A dummy variable was included
for those with a college education and three employment status groups were
included: employed (base), not in paid workforce, and retired. Household
finances were included through household income, assets, retirement sav-
ings, and debt.

The set of psychological variables include financial literacy compo-
nents, assessments of savings adequacy, risk tolerance, and future time
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perspective. Using the labels defined in the previous section, the finan-
cial literacy components include: an objective financial knowledge mea-
sure (Financial Knowledge), a subjective knowledge measure (Self-Assess
Financial), awareness of financial products (Product Awareness), and atti-
tudes toward money management (Money Management). Retirement sav-
ings adequacy (Enough for Retirement), Risk Tolerance, and Future Time
Perspective comprised the remaining variables.

Estimated results are summarized in Table 4. Incremental R? values
reveal that the impact of psychological predictors on financial adviser
anxiety was significantly greater than demographic predictors, which is
not surprising given the psychological nature of the dependent variable.
Given the number of possibly correlated variables included as explanatory
variables, notably household finances, an assessment of the impact of
collinearity was made. Variance inflation scores did not exceed 2.80 and
were above two for only four of the regressors for each of the regressions.
This suggests that collinearity was not an overly influencing factor in these
computations.'*

There is support for Hypothesis 2 that financial adviser anxiety is
negatively related to age, financial resources, education, and financial
literacy. The negative age and financial adviser anxiety relationship are
supported for those who currently consult or have previously consulted
a financial professional. The size of the age relationship is large relative
to other estimated effects for those who currently consult, particularly
for the over 69-year age bracket relative to the youngest age group. For
those who had consulted in the past, only those in the 60—69 age group
had a significantly lower score relative to the youngest. However, there
was no significant age relationship for those who had never consulted
a financial adviser. The hypothesis of a negative relationship between
financial resources and financial adviser anxiety was generally supported,
with negative coefficients for assets, retirement assets, or income in each of
the separate consultation groups. A strong significant negative relationship
was also identified among those who believed they had sufficient resources
for retirement.

The hypothesis that education and financial literacy would also be
negatively related to financial adviser anxiety was generally supported. The
college education indicator was negative, although it was only significant
for those who had consulted a financial professional in the past. The
financial literacy measures, excluding product awareness, provided the

14. Caution is noted when relying on rules of thumb for variance inflation factors or tolerance
(O’Brien 2007).
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TABLE 4
Financial Adviser Anxiety Hierarchical Regression
Never Consulted Currently
Consulted in Past Consulting
Demographic variables
Age 50-59 (base 40-49) -0.0170 —0.1089 —0.2528%*
(0.0721) (0.0756) (0.1090)
Age 60—69 —0.0497 —0.2035%* —0.3078**
(0.0942) (0.0921) (0.1328)
Age > 69 —0.1330 -0.1114 —0.3573%**
(0.1172) (0.1092) (0.1451)
Male (base female) —0.0041 0.0765 —0.0259
(0.0544) (0.0502) (0.0633)
British (base Australian) -0.0974 —0.1670%* —0.0581
(0.1028) (0.0741) (0.1085)
Asian (base Australian) 0.0347 0.2913%*** 0.0343
(0.1014) (0.1123) (0.3340)
European (base Australian) —0.1595 —0.0631 —0.3541%*
(0.1005) (0.0809) (0.1734)
Other (base Australian) —0.2711%* 0.0165 0.3328
(0.1271) (0.1468) (0.2578)
College educated —0.0581 —0.1258%*%* —0.0203
(0.0721) (0.0583) (0.0804)
Income —0.0530 0.0042 —0.1209%*
(0.0393) (0.0379) (0.0486)
Assets (exc. retirement) —0.1358%#** —0.0622* —0.0695
(0.0341) (0.0337) (0.0458)
Retirement assets —0.0613 —0.0274 —0.0726*
(0.0397) (0.0302) (0.0403)
Debt 0.0729%* —0.0256 0.0208
(0.0327) (0.0280) (0.0368)
Single, widowed (base married) 0.1069 —0.0409 0.0198
(0.0725) (0.0765) (0.1137)
Separated, divorced (base married) 0.0333 0.0259 —-0.1897
(0.0810) (0.0763) (0.1183)
Not working (base employed) —0.1542 0.0559 —-0.1245
(0.1242) (0.1380) (0.2053)
Retired (base employed) —0.1513* —0.0712 —0.1213
(0.0876) (0.0803) (0.1027)
Psychological variables
Financial knowledge —0.0642%* —0.0877#%%* —0.0287
(0.0280) (0.0317) (0.0441)
Self-assess financial —0.1088*** —0.1743%%%* —0.0790*
(0.0322) (0.0312) (0.0448)
Product awareness —0.0219 0.0687 —0.0382
(0.0298) (0.0318) (0.0489)
Money management —0.0682%* —0.0812%#%#%* —0.1076%*
(0.0317) (0.0324) (0.0430)
Financial difficulties (base no) 0.1780%*** 0.1770%** 0.1007

(0.0601) (0.0577) (0.0864)
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TABLE 4
Continued
Never Consulted Currently
Consulted in Past Consulting
Enough for —0.1119%#* —0.0854 —0.1733%#%
(remainder) retirement (0.0334) (0.0323) (0.0427)
Risk tolerance 0.0892%#%** 0.0462 0.0926%**
(0.0337) (0.0289) (0.0418)
Future time perspective —0.0360 0.0579* —0.0058
(0.0347) (0.0324) (0.0460)
Constant 2.397 1% 2.3210%** 2.43397%k%
(0.0724) (0.0767) (0.0959)
Demographics only R? 0.0724 0.0446 0.1038
(F-test) (5.02%*% 17 df) (2.87%*% 17 df) (3.24%*% 17 df)
Demographics and 0.1606 (10.18%%**, 0.1414 (10.89%%%*, 0.2223 (6.827%#%%,
psychological R? (F-test) 8 df) 8 df) 8 df)
N 929 932 421

Notes: This table presents results of a hierarchical regression explaining financial adviser anxiety esti-
mated separately for those who have currently, previously, and never consulted a financial professional.
Two blocks of variables are included with coefficients reported for when the block is first entered.
Coefficients for age, gender, ethnicity, college education, marital status, working status, and financial
difficulty are referenced to their respective base category. All remaining variables are standardized so
that coefficients represent the change in financial adviser anxiety given a one standard deviation in
the respective variable. Robust standard errors are shown in brackets. F-test for full model relative to
demographics only model.

#p <.l; *¥p < .05; #*¥p < .01,

most robust negative relationship with financial adviser anxiety. Positive
money management attitudes and financial knowledge (self-assessed) were
significant and negative for each of the three consultation groups. Objective
knowledge was similarly negative and significant, except for members
of the current consultation group. The estimated effects for self-assessed
and objective financial literacy components, notably money management
attitudes, largely suggest that financial training interventions could serve
to stem the onset of adviser anxiety associated with consulting a financial
professional.

The hypothesis that financial adviser anxiety would be negative for
females was not supported for any of the regressions. Marital status was
also not found to be significant amongst all three groups. The hypothesis
of a negative relationship for “minority” ethnic groups was found to be
mixed. There was no significant relationship estimated for members of the
never consulted group. Financial adviser anxiety scores were significantly
lower for British, and significantly higher for Asian respondents, among
those who had consulted in the past, whereas among members of the
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currently consulting group scores were significantly lower for Europeans.
Whether British and European citizens in the sample can be viewed as
“minority” ethnic groups is perhaps questionable. “Asian” also captures a
wide range of peoples, including, predominantly those from China, India,
and Vietnam.

The hypothesis that financial adviser anxiety is higher among those
who are more financially constrained was generally supported, which
complements the negative relationship between financial adviser anxiety
and financial resources discussed previously. Those reporting difficulties
making ends meet over the previous 12 months were found to have higher
adviser anxiety scores, although this effect was not significant among
members of the currently consulting group. In the never consulted group,
increased levels of debt were also positively, and significantly, associated
with financial adviser anxiety scores.

The estimated effects discussed above do not appear uniform across
the three professional advice consultation groups and we now turn to
the hypotheses which propose relative differences and formal tests of
these. The fourth hypothesis proposed that negative relationships would be
stronger for the currently consulting group, and the positive relationships
would be stronger for the never consulted group. This is consistent with
the view of financial adviser anxiety as a cost or barrier to demand for
professional financial advice. A test of the equality of coefficients for a
pooled estimation of all three groups rejects pooling at a 90% confidence
level (y*(50 df)=0.0648). Each variable was then tested for equality
(not tabulated) between each of the three group pairings. Examining
first the negative coefficients, for each of the age categories, income,
enough in retirement, and positive money management attitudes, the largest
negative coefficient was observed for the currently consulting group,
which is consistent with Hypothesis 3. This statistical significance was
observed for all predictors except for retirement assets and positive money
management attitudes. However, there was conflicting evidence in that for
assets, education, objective knowledge, and self-assessed knowledge, in
that predictors were negative among members of the currently consulting
group but were not the largest coefficients. Among positive coefficients,
debt and having financial difficulties were largest for members of the never
consulted group, which is consistent with Hypothesis 4, although only the
debt coefficient was significantly higher for the never consulted group. In
summary, the role of each variable did appear to be sensitive to whether
the individual currently consults, has consulted in the past, or had never
consulted with a professional adviser. The evidence is also consistent with
a view of financial adviser anxiety serving as a cost or barrier to demand
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for advice. However, some effects are persistent across all groups, which
suggest that they can be overcome for those who seek advice.

Likelihood of Future Consultation and the Role of Financial Adviser
Anxiety

Attention now turns to the likelihood of professional financial advice
consultation in the future and the role of financial adviser anxiety. Before
examining future advice demand, existing professional financial advice
demand was reviewed to check the consistency of the role of demo-
graphic and psychological variables in the present sample with findings
from the existing literature. A breakdown of current and past consultation
was previously presented in Table 3. A multinomial logit regression of the
likelihood of consulting a financial professional was estimated using the
three categories for advice demand: currently consulting, previously con-
sulted, and never having consulted (which served as the base category).
The same explanatory variables that were utilized in predicting financial
adviser anxiety were employed. Because our focus is on the role of finan-
cial adviser anxiety in seeking future professional advice, we summarize
here the discussion of results of existing advice demand, and provide a
more detailed discussion in the online supplementary material along with
tabulated results.

To summarize the findings, the analysis of existing advice use supports
the view that consultation of a financial professional is more likely for:
older (Chang 2005; Chatterjee and Zahirovic-Herbert 2010; and Hack-
ethal, Haliassos, and Jappelli 2011); wealthier (Hackethal, Haliassos, and
Jappelli 2011); and more financially literate individuals. The latter is con-
sistent with the argument of professional financial advice being a comple-
ment, rather than substitute, for financial literacy (Calcagno and Monticone
2015; Collins 2012). These results are stronger for members of the cur-
rently consulting group relative to those who had never consulted, but are
also consistent with those who have consulted in the past. While males
were generally less likely to seek professional advice, this was not signifi-
cant as Hung and Yoong (2010) also found.

The sample therefore broadly presents similarly to those previously
reported in terms of the demand for professional financial advice. This
allows the opportunity to examine the role of financial adviser anxiety
as it relates to the future demand for professional financial advice. To
this end, respondents were asked to rate the likelihood of consulting a
financial professional for general financial planning advice (e.g., invest-
ments, tax planning, savings goals), and separately for financial planning
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for retirement/the rest of your retirement in the future. Responses were on
a scale of certainly not (1); probably not (2); maybe (3); probably (4); and
certainly (5).

A larger proportion of individuals (38%) indicated they would not (prob-
ably or certainly) seek advice in the future against 32% that would (prob-
ably or certainly). The mean response was not significantly different from
the midpoint (maybe). There was no significant difference in the likeli-
hood of future consultation by gender. Moreover, mean scores significantly
decreased as a function of age, with those aged over 69 years being the
least likely to consult in the future (mean score 2.8), compared with those
aged 40—49 years (mean score 3.1). Complementing this result was a lower
mean score among those who were retired (2.8) as compared to those not
retired (3.1).

In terms of consulting a financial professional for retirement planning
purposes, responses were similarly distributed. A marginally larger propor-
tion (37%) reported they probably or certainly would consult, as compared
to 35% who answered that they probably or certainly would not. However,
the overall mean score for this variable was 3.10, which was significantly
greater than the midpoint of the 5-point scale. Again, there was no signifi-
cant difference in the likelihood of consultation as a function of gender, and
those aged over 69 were the least likely to consult (2.8), although there was
no significant difference between those 40—49 years of age and those aged
50-59 years. Those respondents who had retired had a significantly lower
likelihood of consulting (2.9) relative to those who had not yet retired (3.2).

A comparison of mean scores was made (not tabulated) for the like-
lihood of consulting a financial professional in the future (for general
advice and for retirement planning) in relation to financial adviser anxiety
category levels. As would be expected, respondents with lower levels of
financial adviser anxiety had higher mean consultation likelihood scores.
One-way ANOVA tests for both financial and retirement advice support a
significant difference in means scores by adviser anxiety level, which is a
finding that warrants further investigation.

To better assess the relationship between variables and their association
with likely future consultation, an ordered probit regression was estimated
using assessed level of financial adviser anxiety as the key indepen-
dent variable of interest. The same set of control variables employed
as in the analysis of current and past consultation were also included
as covariates. To better facilitate interpretation, the reported bands of
income, assets, and debt were collapsed into groups that mapped onto the
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broader population.!> The four income groups account for: the bottom
20% of income households (low, <$30,000); the next 20% (modest,
$30,000-$59,999), the next 30% (moderate $60,000-$99,999), and the
top 30% (high, $100,000 or more). Three asset groups were formed. The
first contained asset values representing those in the bottom 20% of net
worth households (Iow < $75,000). Those with assets between $75,000
and less than $300,000 were grouped into the medium category, which
correspond to the second and third net worth quintiles. The high asset
group contains households with assets of at least $300,000. Similarly,
for retirement savings assets (superannuation) the low group represents
households with less than $25,000, which accounts for approximately
one third of households. The Medium retirement assets group represents
those with assets of up to $150,000, and the high group represents those
with $150,000 or more. For comparison purposes, the average household
balance for the highest net worth quintile in the population is $406,000,
and the fourth highest net worth quintile is $130,000. In point of fact, the
distribution of debt among Australian households is very skewed, with
a median of $20,000 and a mean of $150,000. A low household debt
group was formed based on households that had <$50,000 of debt. The
medium group contained those with $50,000 to less than $200,000 in debt,
and the high group contained households with debt levels of $200,000
or more.

Finally, the ordered probit analysis included an indicator of whether the
respondent currently consults with a financial professional. A variation of
the self-reported financial knowledge measure was included that focused
on knowledge of retirement savings. For the regression related to advice for
retirement savings, the respondent’s assessment (enough for [remainder]
retirement) of whether they believed they would “have enough money to
live comfortably throughout retirement/remainder of retirement” was also
included as a covariate.

Table 5 presents the coefficients and marginal effects for financial
adviser anxiety with panels for the two separate types of advice. Panel A
reports results for the likelihood of future consultation for general finan-
cial planning advice, and panel B reports anticipated future consultation
for retirement planning advice. Before the full model was estimated, a
restricted regression was estimated that only included financial adviser
anxiety as an explanatory variable, which is reported in the first column.
The second column reports estimated coefficients for the full model, and

15. Population averages are based on 2011/2012 estimates taken from the Australian Bureau of
Statistics (2013).
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the remaining columns report the average marginal effects for each likeli-
hood category.

The full set of regression coefficients for remaining variables is con-
tained in the Supporting Information. These reveal broadly consistent
results when compared to the estimation for current or prior consultation.
Those with higher assets (especially retirement assets), higher debt, posi-
tive money management attitudes, greater product awareness, higher risk
tolerance, and a greater future time perspective all reported being more
likely to consult in the future for general advice. Higher financial knowl-
edge was additionally significant and positive for the likelihood of seeking
retirement advice in the future. Those not in the workforce, or retired, were
significantly less likely to seek advice, and those who were self-employed
reported being less likely to seek retirement advice. Variations by marital
status were estimated, with single/widowed respondents being more likely
to seek retirement advice and those who were separated/divorced being
more likely to seek general advice, in the future. In both cases, current
behavior was a very strong predictor of future advice seeking.

Turning to the predictive role of financial adviser anxiety, the coef-
ficients reported in the first column of Table 5 suggest an increasingly
negative impact of higher financial adviser anxiety on the likelihood of
consulting for both areas of financial advice. Results in Panel A for general
financial advice (full model) indicate that, relative to the little or no finan-
cial adviser anxiety base category, all levels of assessed financial adviser
anxiety are significantly negative and increase in magnitude. This provides
clear support for Hypothesis 5. Having controlled for an exhaustive set of
variables, financial adviser anxiety has a significantly negative marginal
effect on the likelihood of consulting a financial professional in the future.
For example, the predicted probability that a respondent with little or no
financial adviser anxiety will certainly (probably) consult a financial pro-
fessional in the future is 14.8% (20.0%), whereas for an individual assessed
as having moderate financial adviser anxiety, the comparable probability
is 10.3% (16.4%).

The results in Panel B for retirement specific advice are comparable
to the general financial advice regression. Marginal effects for financial
adviser anxiety are again negative and increase in magnitude with each
category, though the “mild” classification was not found to be significant.
The explanatory power of the full model is good. A likelihood ratio test of
successively built models (not tabulated), for both estimations, which first
include demographics only, a second with demographics, financial literacy,
risk tolerance, future time perspective and current consultation, and a final
model that adds financial adviser anxiety were each significant. This again
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supports the role of financial adviser anxiety in explaining the observed
variation in likelihood of professional financial advice consultation.

CONCLUSION

An argument was advanced to suggest that financial adviser anxiety
may prevent individuals from seeking financial advice. Based on evidence
from the health services arena, we have developed a measure of financial
adviser anxiety to assess this psychological dynamic within the confines
of the financial advising arena. The new financial adviser anxiety scale
was shown to have strong psychometric properties. The results support the
model of financial advice delegation of Gennaoili, Shleifer, and Vishny
(2015), which posits a central role for anxiety specific to the financial
adviser. Estimates of the factors that can explain this measure suggest
that psychological variables explain more variability in the construct than
individual demographic indicators.

In examining the prospective role of financial adviser anxiety in the
decision to seek professional financial advice in the future, a clear nega-
tive relationship is evident after having controlled for an extensive set of
demographic indicators, financial literacy, risk tolerance, future time per-
spective, and current consultation. Those classified as having a moderate
or severe level of financial adviser anxiety reported having a lower likeli-
hood of consulting a financial professional in the future. To provide a sense
of magnitude, the predicted probability of (probably or certainly) seeking
advice for an individual with little or no financial adviser anxiety is on the
order of 35%. For an individual with a severe level of financial adviser
anxiety, the average probability is some 25% lower, at 26%.

Financial literacy components retain a positive relationship with the
likelihood of seeking financial advice in the future, for both general
financial planning advice and retirement savings advice. This suggests that
an associated benefit of improved financial literacy may be an awareness of
the need for specialized advice. The flipside of this assertion is that those
with lower levels of financial literacy remain less likely to seek professional
financial advice. This suggests benefits both in highlighting what the
financial advice process involves, as well as overall attempts to improve
financial literacy. Furthermore, it is clear that financial jargon represents
an issue of focus. The language of the financial discussion produced the
highest mean adviser anxiety scores, which were significantly higher for
women and not different by age. The focus of adviser anxiety revealed
some subtle differences by gender; namely, men are more concerned about
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the quality of records maintained and on allowing their financial situation
to deteriorate.

The findings from this investigation can be viewed as an extension
to existing theoretical models of financial help-seeking behavior. We
believe that as a construct, financial adviser anxiety provides additional
explanatory power over and above existing demographic, socioeconomic,
and psychosocial constructs when it comes to explaining why some clients
fail to make initial contact with an adviser, and potentially why others fail
to keep follow-up appointments when doing so would arguably be in their
best interests. As an individual-level attribute (cf., Iannicola and Parker
2010), financial adviser anxiety could potentially be reduced through
the use of institutional-level interventions, such as sales and marketing
approaches specifically aimed at reducing anxiety and building trust.
Indeed, Gennaoili, Shleifer, and Vishny (2015) view the process of client
anxiety reduction as one of the chief objectives of professional financial
advisers. However, from an applied perspective, the manner in which this
anxiety reduction is best carried out remains an open question.

We believe that a scale designed to assess individuals’ financial adviser
anxiety could be a valuable tool not only for personal finance investiga-
tors but also for financial practitioners and financial therapists. A new
client’s anxiety level could easily be assessed using this short scale as
part of a holistic intake interview, alongside other relevant psychological
dimensions such as risk tolerance, financial literacy, and future time per-
spective. Moreover, attention to client responses for particular subsets of
items could provide insights into whether a client’s anxiety stems from
disclosure concerns or concerns about being negatively evaluated by the
advisor (Gutierrez, Hershey, and Gerrans 2011). In either case, answers
to individual adviser anxiety questions could provide a jumping-off point
for discussions designed to simultaneously build trust and reduce client
anxiety levels. By taking steps to ensure clients experience lower levels of
worry, nervousness, apprehension, and feelings of discomfort in the finan-
cial arena, their decisions should be better informed, more rational, and
less susceptible to a variety of cognitive biases (Ganesan 2013; Nofsinger
2001).

SUPPORTING INFORMATION

Additional supporting information may be found in the online version of this
article:

Appendix S1. Current and Previous Professional Financial Advice Consultation.
Table S1. Likelihood of Having Consulted a Financial Professional.
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Table S2. Likelihood of Financial Professional Consultation in the Future—
General Advice.

Table S3. Likelihood of Financial Professional Consultation in the Future—
Retirement Advice.
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