Financial Decision-Making in Married Couples

Personal habits, communication style, household chores, finances, big decisions,
quality time together, sex, parenting styles and in-laws. That's the list of topics
about which married couples most frequently argue. (It's also a great set of things
to bring up at your next dinner party if you'd like your guests to leave early).

Although your partner's most annoying habits can be the source of frequent
conflict, those aren’t the things that cause a hit to relationship quality. (I still don’t
understand how | could possibly brush my teeth too loudly.) Finances, parenting Hal Hershfield, Ph.D.
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His research asks, “How can we help

Theirony, of course, is that we often make big decisions with someone else—our move people from who they are now to
partners, spouses, families and soon. Yet, only recently have researchers started who they'll be in the future ina way that
to take a serious look at and offer potential remedies to the specific decision- maximizes well-being?".

making pitfalls that arise in couples.

Jenny Olson, a marketing professor at the Kelley School of Business at Indiana
University, and Scott Rick, a marketing professor at the University of Michigan’s
Ross School of Business, are two leaders in this growing space. They recently
summarized the freshest findings, which I'd like to reprise here.?

If there's a punchling, | think it's this: When it comes to joint financial decisions,
transparency wins the day.
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What Gives Rise to Financial Disagreements in Married
Couples?

One partner claiming the other spends money foolishly is a major source
of conflict. This sort of argument often arises, in part, because opposites
attract when it comes to money.

Early in his career, Professor Rick developed the Spendthrift-Tightwad
scale to measure the extent to which someone feels pain at the prospect
of spending money (a tightwad) versus someone who doesn’t feel
enough pain at the prospect of spendingmoney (a spendthrift).
Spendthrifts and tightwads, as it turns out, tend to attract.® The bigger
this difference, though, the more people are likely to engage in conflict
around money issues.

What's the solution? You could tell your partner to loosen up and stop
worrying so much about money. Or you could both try to meet more in the
middle. Existing research suggests joint decisions tend to prioritize the
wishes of the partner with less self-control. But we don’t know whether
that's just what people end up doing or if that's what's best for
relationship satisfaction overtime.

What's clear, though, is that competing ways of spending—where one
partner spends freely and the other doesn’t spend freely enough—can
lead to serious conflict. One workaround | don’t necessarily recommend
is engaging in what researchers have newly labeled “financial infidelity"—
one or both partners lie about how much money they have spent or
saved.t

People oftendo this in a misguided effortto avoid confrontation. It's
possible that some degree of this behavior could be beneficial. (For
example, I’'m not sure my wife needs to know how often| run to the candy
shop to get those little gummi peaches | love so much. But if she’s
reading this, we are certainly going to have a conversation later.)
Sustained financial infidelity overtime, not unlike sexual infidelity, may
cause deeprifts in relationships.

Better Ways for Married Couples to Make Spending Decisions

A better solution may be making spending decisions as transparent as
possible through establishing joint accounts. Research onthis topic is
decisive: When couples use joint accounts, they tend to have higherlevels
of relationship satisfaction. With joint accounts, couples tend to make
more utilitarian purchases (things they need) ratherthan hedonic
purchases (things they want purely for pleasure) because the formerare
easierto justify.5

Of course, it could be the case that couples who decide to have joint
accounts are naturally more satisfied in their relationships to begin with.
In one compelling unpublished study, Professor Olson and her
collaborators took a sample of newlyweds and randomly assigned them
eitherto usejoint accounts or keep separate accounts. Not only did the
joint accountholders end up seeing more eye to eye on financial matters,
but they also had higher relationship satisfaction twoyears later.
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So, observing what each other is spending can be good for relationships. Clear and Open Communication Is Key to Effective Joint
Outside joint accounts, though, this type of observation and transparency Decision-Making

may not necessarily be the way most couples engage in joint decision-

making. The problem with this arrangement is obvious: If the spousal CFO stops

doing their job due to death, illness or divorce, it may leave the remaining
spouse ill-equipped to handle everyday financial decisions. Transparency,
once again, is likely helpful: Both partners may be better prepared to
handled tough decisions if both know how the other makes these
choices.

Many household-level financial tasks—paying the bills, rent/mortgage,
setting up insurance—early on often fall to the partner with more time to
engage in these tasks, evenif they’re not necessarily the one better skilled
at them.® Overtime, this household “CFO” naturally develops a higher
degree of financial literacy because they are engagedin more financial

decision-making. One additional solution I'd like to offeris taking a page fromwhat we

know about successful negotiations. Rather than compromising on
decisions, first try to determine each party’s underlying interests and
come up with solutions that considerthese interests.

But that’s an exercise that can only happen with open and clear
communication. It's a conversation that's much easierto have afteryou
stop chewing soloudly and start brushing your teeth a little more quietly.
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