While the need-feasibility-desirability framework
developed here has the potential to capture the
advisability of beginning any contemplated price
information program, its power in this regard is
unfortunately limited. Specifically, the limi-
tation arises from the lack of a sound and com-
prehensive basis with which to aggregate the
several need and feasibility factors. Is disper-—
sion more important in establishing need than the
product's share of the budget? Or, should homo-
geneity contribute more to an information pro-
gram's feasibility than the potential for collec-
tion error? Until these questions can be an-
swered better, the user of the framework may wish
to try his or her own weighting scheme or try a
type of "sensitivity analysis" to establish the
stability of a particular outcome.

Application of the Framework
to Six Product Markets

Six product markets were chosen in which to apply
the evaluation framework. The accompanying
tables summarize the evaluations made for the
Lafayette/West Lafayette, Indiana market. In the
case of several need and feasibility factors,
specific products within the six product groups
were used for the evaluation. These were

1. food and sundries: a 100-item food
and non-food marketbasket

2. auto parts: 48 month, maintenance free
battery

3. optical services and products: soft
contact lenses and associated services
and cleaning products

4., insurance: auto insurance
5. credit: 36 month, new car loan

6. home appliances: 19 inch, solid state
color television.

The results of the need evaluations are presented
in Table 1. High, moderate, or low characteri-
zations only were attempted. The overall infor-
mation need rating was constructed using equal
weights for all eight factors. Food markets
were determined to have the greatest need despite
low dispersion. Automobile parts and optical
services/products received relatively low eval-
uations of need due to a pattern of moderation
across all factors. For reasons already dis-
cussed, the reader should not be concerned with
the absolute magnitude of these overall ratings
but instead use them as a set of relative
measures. Note too that these relative ratings
might differ if done for a different geographi-
cal market.

Table 2 summarizes the determination of an
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information system's feasibility in these six
product markets. In general, the feasibility
evaluations are not location specific, as were
the need evaluations. Optical services/products
were judged to be the most feasible market for a
price information system. Food received a very
low feasibility rating due to sellers' margin
shifting potential, necessary frequency of pro-
vision, and the inability to use low cost, broad
coverage media for dissemination. Overall eval-
uations were again made by assigning equal impor-
tance to all feasibility factors.

When the need and feasibility ratings are con-
sidered jointly, a rating of the desirability of
a price information system can be obtained for a
product market. Table 3 reports desirability or
advisability ratings for the six product markets,
calculated as the simple sum of the need and
feasibility ratings. Insurance receives the
highest rating, followed closely by appliances,
credit, and optical services/products. Food, de-
spite its high need rating, has the lowest de-
sirability rating. No wonder our food price re-
porting experience was unsettling.

Conclusions

The framework just presented and tested likely
does not produce distinctions between product
markets which are wide enough. Our belief is
that need and feasibility likely differ more be-
tween product markets than our crude scale and
weighting system could capture. More work is
clearly called for to refine and enrich the frame-
work begun here. In spite of its shortcomings,
however, use of an evaluation procedure such as
this would be a useful exercise for anyone con-
templating any type of a buyer information pro-
gram.

This framework does suggest quite clearly, that
net information system payoffs are likely to
differ substantially among products. Further,
public reporting although justified (need), may
be infeasible and therefore inadvisable; or,
while feasible, may not be justified. Crucial
factors in these evaluations seem to be price
dispersion, search time required, prior informa-
tion available to buyers, and the feasibility of
the use of media with high market penetration.



Table 1. The Need for Consumer Price Invormation in Six (6) Markets
FOOD AUTO OPTICAL INSUR- CREDIT HCME
a & SUNDR. PARTS  SvCs/ ANCE APPLIANCES
FACTOR EQUIP

(+) Dispersion of Pricesb M M H+ M L

(-) Number of sellers® M M H M M

(+) Search time required 33 M M L H

(+) Share of annual budgetd H+ L j 5 M M L

(+) Price saliency H H L M H M

(=) Prior information available H M L i€} M M

(+) Frequency of price changes H M L L M M

(+) Knowledge required for L M H M M H

effective search
OVERALL INFO NEED RATING® 19 15 15 17 16 16

a Hypothesized correlation between factor and information need is in parentheses before
each factor. L = low, M = moderate, and H = high.

b Dispersion in a Lafayette, Indiana sample (1981) was car battery (26%), soft contact
lens (20%), auto insurance (63%), auto loan (21%), and 19 inch, color TV (8%); food/
sundries was 6% based on a 4 city, midwest survey in 1979-80. Dispersion expressed
as the price range as a percentage of the average price.

¢ Based on "Yellow Pages'" estimate in Lafayette, Indiana. Counts of firms or brands
were 6-8, 15-20, 20-25, 40-50, 25-30, and 10-20, in order for products listed above,
left to right.

d Based on BLS-CPI expenditure weights, December 1978. Weights in order from left to
right were, 16-18%, 1-3%, less than 1%, 4-6%, 7-9%, and 2-4%.

e If the factor is positively related to feasibility, Low = 1, Moderate = 2, High = 3,

High+ = 4; if negatively related, Low = 3, Moderate = 2, High = 1. The overall
rating is the sum of the scores for all factors; the greater the rating, the
greater is the need for consumer price information.
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Table 2. The Feasibility of Public Provision of Comparative Price Information in Six(6) Markets

FOOD AUTO OPTICAL INSUR- CREDIT HOME
5 & SUNDR. PARTS sves/ ANCE APPLIANCES
FACTOR EQUIP
(+) Product homogeneity L M H M L H
(-) Margin shifting potential H+ M L M 1. M
(=) Number of sellers M M H M L
(-) Frequency of provision necessary M L L M M
(+) Feasibility of use of public L M H H M
media

(-) Potential price collection error H M M L L M
(-) Importance of service(s) H

(=) Ability to impose other L L L M H L
rationing methods

(+) Ease of representing store price L M H H H M
structure via compact message
OVERALL FEASIBILITY RATINGb 13 19 22 21 21 21

a Hypothesized correlation between factor and reporting feasibility is in parentheses
before each factor. L = low, M = moderate, H = high.

b  If the factor is positively related to feasibility, Low = 1, Moderate = 2, High = 3;
if negatively related, Low = 3, Moderate = 2, High = 1, Hight+ = 0. The overall
rating is the sum of the scores for all factors; the greater the rating, the more
feasible is a price reporting system hypothesized to be.

Table 3. Potential Success of Public Price Reporting in Six(6) Markets

FOOD  AUTO OPTICAL INSUR- CREDIT  HOME
i & SUNDR. PARTS  SVCS/ ANCE APPLIANCES
RATING EQUIP.
NEED RATING 19 15 15 17 16 16
H L L M M M
FEASTBILITY RATING 13 19 22 21 - 21 21
L- M H H n H
DESIRABILITY RATING® 32 34 37 38 37 37
L M- M+ H- Mt n

a  Numerical scores transferred from Tables 1 and 2. L = low, M = moderate, H = high.

b Sum of need and feasibility; indicates desirability or advisability of adopting
a public price reporting system.
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AN INTEGRATED APPROACH TO FINANCIAL CRISIS MANAGEMENT:
A FAMILY CONTEXT MODEL

Joan Brandt-Erichsen, Oregon State University1

Abstract
With the expected increase in people turning to-
ward financial counseling services, it becomes
important to examine not only the type of assis-—
tance available, but also the quality of the
service provided. One type of service, Consumer
Credit Counseling Service (CCCS), was used as the
setting for the potential application of an in-
tegrated approach to financial crisis management.
A proposed model, the Family Context Model, in-
tegrates the financial aspects of counseling with
the personality characteristics and interactions
of individuals within the framework of family
crisis theory.

In the 1980's the field of financial counseling
is expected to undergo a marked expansion. In
coping with increasing inflation, rising unem—
ployment, and general concern for making ends
meet, more and more people are turning toward
financial counselors for assistance with finan-
cial matters.

There are two types of services available for
those in need of financial counseling: financial
planning and financial counseling. Financial
planners work with individuals and families to
help them plan and meet financial objectives.

The main goal of the financial planner is to help
people better understand their financial affairs
and plan for a more productive future (3).
Financial counselors work in community or govern-—
ment funded agencies and operate on a non-profit
basis. The counselors work with individuals and
families to help them meet their financial obli-
gations and improve their financial management
skills. The main services provided by financial
counselors are debt adjustment and money manage-
ment education. Some commercial agencies charge
their clients for services and operate on a prof-
it basis (4).

One type of financial counseling agency, the
Consumer Credit Counseling Service (CCCS), will
serve as the setting for the potential applica-
tion of the model presented in this paper. CCCS
was one of the first non-profit community based
financial counseling services in America. In
1957 there were two CCCS agencies and in 1970
there were a total of 200 agencies. This expan-
sion raises the issue of whether or not the CCCS

programs are able to meet the clients' objectives.

Five researchers have evaluated the CCCS agencies
by investigating clients' behavior and attitudes

1Ph.D Candidate, Family Life Department and

Family Resource Management Department
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(7, 13, 5, 15, 11). These five researchers re-
ported that the counseling programs appeared to
be helping clients out of their immediate indebt-
edness but concluded that more emphasis needed to
be spent on changing clients' behavior to help
them avoid future financial difficulties.

Behavior change is most often prompted by attitu-
dinal and value changes. It may be that clients'
future financial difficulties could be avoided if
counseling focused not only on the financial as-
pects of the family but also on personality char-
acteristics and family interaction variables. In
fact, it has been acknowledged in the financial
counseling literature (7) that personality char-
acteristics and family interaction variables may
influence one's financial crisis situation; how-
ever, it is recommended that the financial coun-
selors refer the client to another type of coun-
selor to handle those problems. One short-coming
of this appreoach is that a client must deal with
two counselors in independent sessions.

The model proposed here, the Family Context Model,
suggests that financial problems do not occur in
a vacuum but that individual characteristics and
interactions of family members are major factors
in determining whether or not a particular fi-
nancial problem will produce a crisis situation.
It may thus prove fruitful for financial counsel-
ors to consider more than financial variables in
their attempts to help individuals and families
understand how the crisis situation arose, what
they can do to deal with the crisis, and how they
can avoid similar situations in the future.

Framework for the Development of the Family
Context Model

The framework for the Family Context Model is as
follows:
I. Types of counselors

II. Crisis situations: Determining factors
A. Definitions of crisis situations

1. Definition of stress

2. Definition of crisis
B. Family context: GAVES variables
Vulnerability to and recovery from crisis
situations
A. Application of Burr's principles
B. Determining level of functionality

III.

Types of Counselors

The Family Context Model suggests that there be
at least two levels of financial counselors: (1)
those who are trained specifically at handling
financial matters only, and (2) those trained to



handle financial matters, personality character-
istics, and family interaction variables. There
may be sublevels within these two levels, and it
would be the responsibility of individual States
to determine qualifications and licensing pro-
cedures. Excellent manuals have been written
describing the art of financial counseling on
the first level (6, 8, 12). Therefore, the spe-
cifics of that type of counseling will not be
discussed here. Specifically, the Family Con-
text Model addresses the second level: the in-
tegration of marriage and family crisis models
with the already recognized techniques of finan-
cial counselors for dealing with financial crisis
situations.

Crisis Situations: Determining Factors
Definitions of Crisis Situations

Definition of Stress. Frequently the words
stress and crisis are used interchangeably in the
literature describing distressing financial sit-
uations. However, the two words have quite sep-
arate and distinct meanings. In the Family Con-
text Model, stress is defined as the nonspecific
response of the body to any demand made upon it
(16). Stress consists of the biochemical reac-
tions that occur in the body when one experiences
a stressor such as the death of a spouse or the
burning down of one's home. Thus, stress is on-
going, may build up over time, and a certain
amount of stress is normal. In some people
stress is expressed as anxiety or worry ("Will I
have enough money to get me through until pay-
day?"); for others it may be expressed as nerv-
ousness, tension, or headaches. If stress builds
up it can result in emotional and physical ill-
ness which can precipitate a crisis situation for
an individual or family.

Definition of Crisis. 1In the Family Context
Model crisis situations are defined as those in
which the family system is so disrupted or dis-
organized that it is not able to operate in its
routine or usual manner. The normal family rou-
tines are upset and the day-to-day needs of the
family cannot be met. In a crisis situation the
family is faced with a problem that cannot be
readily resolved by using the coping mechanisms
that worked in the past. Faced with mounting
tension and anxiety, the family members become
even less capable of finding a solution. Imn
this situation individuals feel helpless, and
are often unable to initiate actions which could
solve the problem (1).

From this point of view, then, stress and crisis
may be viewed as being on a continuum with stress
at one end and crisis at the other end. As
stress increases, a crisis may be produced.

Family Context: GAVES Variables
All financial crises occur in a family context.

As individuals we are all members of a family
regardless of whether or not we are currently

living in a family situation. A family can be
conceived of as an arena of interacting person-
alities who are organized internally into posi-
tions, norms, and roles (9). Father, mother, and
children all have proscribed positions, roles,
and norms which they try to maintain. Viewed ex-
ternally, the family can be seen as an organized
group which engages in transactions with other
associations.

How family members view each other, their goals,
attitudes, values, expectations, and their inter-
actions with each other and other organizations
will be factors in determining how well they
weather stresses and financial crises when and if
they occur. In the Family Context Model these
variables are labelled GAVES (for goals, attitudes,
values, expectations, and external supports). It
is hypothesized in this model that the GAVES of
each family member will influence the family's
vulnerability to and ability to recover from
stress and crisis situations. Specifically, it

is hypothesized that high congruency (similarity
and mutual supportiveness) between family members'
goals, attitudes, values, expectations, and sup-
ports will be related to low vulnerability to
stress and ease of recovery from crisis situations.

Vulnerability to and Recovery from Crisis Situations
Application of Burr's Principles

Burr (2) has suggested that nine principles are
related to an individual's vulnerability to stress
and ability to recover from crises. In the model
proposed here, Burr's principles are utilized as
dimensions for evaluation of the level of family
functioning at the time of the initial counseling
interview. One additional dimension has been
added: that of "responsibility". These ten di-
mensions of family functioning are illustrated in
Figure 1 and are defined below.

Determining Level of Functionality

After interviewing the clients and assessing the
areas covered in the ten dimensions of family
functioning, the counselor can use that informa-
tion to determine the family's "level of function-
ality" (l4). The level of functionality in the
Family Context Model refers to the level at which
the family members' needs are met on a day-to-day
basis. In determining level of functionality the
counselor rates each family member on all of the
ten dimensions. It is hypothesized that the de-
gree of congruence of the GAVES variables will
influence the family's level of functionality.

In addition it is hypothesized that the level of
functionality will be reflected in the degree of
congruence between family members on the ten
dimensions of family functioning. Thus the level
of functionality may be measured by the degree of
congruence between family members on the ten di-
mensions of family functioning.

In the Family Context Model this degree of con-
gruence is viewed as a '"functionality index".
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Figure 1.
dimensions of family functioning)

Determining Level of Functionality (each family member is rated on all of the ten
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1. Adaptability refers to the family's flexibility in

2. Integration refers to the adequacy of the family's
3. Blame for the stressful event can be placed either

Perception of the severity of the situation can be
Decision-making by the family can be of a democratic nature (family council) or can be authoritarian.

meeting situations.

organization.

within the family or outside of the family system,
either normal or abnormal.

The responsibility for the situation can be either shared or held by one individual.

7. The amount of time that crisis events were anticipated can be either of short or long duration.
Participation of wives in roles outside the home can be non-existent, moderate, or over-involved.
Marital satisfaction of dissatisfaction will affect vulnerability to stress and ease of recovery

from ecrisis situations.

or crisis and facilitate the ease of recovery.

Once the counselor has this index identified for
a family, two courses of action are possible:
(1) Immediate discussion of areas possibly re-
lated to the crisis situation can begin and first
steps toward a solution may be taken. (2) The
groundwork for long-range plans to discuss the
GAVES variables (as they relate to present level
of family functionality) can be laid. This
second step is most important because hypotheti-
cally the GAVES variables underly family func-
tionality and affect whether or not individuals
or families experience a situation as a crisis.

In summary, the counselor can help families find
solutions to their own problems by helping them
identify areas of incongruence on the ten di-
mensions of family functioning and by initiat-
ing discussion of the GAVES variables.
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Prior learning or experience with a crisis event may make families less vulnerable to that stress

Conclusion

The Family Context Model offers a way for the
financial counselor to look at the total situa-
tion of the family in order to identify ways of
assisting the family through a crisis as well as
investigating ways to prevent future crises.
Financial counselors have typically focused only
on the financial aspects of a crisis situation,
leaving the family to deal with other variables
on their own. The Family Context Model is an
attempt to integrate both financial and personal
interactional components into a single counseling
situation.

This model should not be perceived as a prescrip-
tive model but rather as one tool which the crea-
tive counselor can utilize in his or her repertoir
of counseling techniques. This model is only a
beginning; specific assessment tools and interview
items need to be developed. With the development



of

assessment tools and new approaches to counsel-

ing, the Family Context Model will then be ready

for the next step:

10.

11,

12,

field testing.
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ALTERNATIVE CAREER LADDER FOR CONSUMER AFFAIRS PROFESSTIONALS

John R. Burton, Ph.D., University of Utah

In 1975 when I conducted my pioneering study of
career opportunities for consumer affairs profes-
sionals (CAPs), I gave an optomistic report about
the future growth of the profession. Business
was either enlightened or was at least trying to
ward off the possibility of government intrusion
by initiating pro—consumer policies and/or estab-
lishing consumer affairs departments (CADs). 1In
the public sector, the local government financial
crises and the fear of Big Brother Government
were not such greatly perceived problems and
therefore, many state and local consumer protec—
tion agencies were flourishing.

We are all aware that a lot has happened to the
consumer movement since 1975. Some see these
changes as significant set backs for consumerism,
others see them as the maturing of consumerism.
However, no matter what the label, my observa-
tions as chair of the ACCI Career Opportunity
Committee tell me the bottom line is that stu-
dents of consumer science will have considerable
difficulty in acquiring a CAP position. Whether
this is the result of an anti-consumer mood or a
reflection of the current depressed economy, the
effect is still the same, you as consumer science
majors will find that the pursuit of a career as
a CAP difficult to attain. Note, however, I used
the word difficult, I did not use the word impos-
sible.

Most of you will probably not find CAP jobs
available, especially at the entry level. My
1975 data indicated that a substantial proportion
of the then employed CAPs had entered their firms
in jobs other than that of consumer affairs pro-
fessional. Many had previously been in marketing,
public relations, or some related field. Al-
though the newness of the CAP profession may have
been the primary cause for this, I believe the
situation has changed little since then.

F¥or those of you who wish to become CAPs, your
best bet may be to enter the profession through
some door other than the front door. You may
have to enter through a window or even down the
chimney. In short, in order to get a job as a
CAP, you may have to begin your career in some
other type of job and in an office that is not
involved in consumer activities. On the bright
side, one of the positive aspects of a consumer
science education is that it is usually a broad
education that encompasses business, marketing,
home economics, and communications. These aca-
demic skills are often highly marketable in the
work world.

The basic tenent of this paper is to offer a
simple model on how someone who was trained in
college as a CAP can become a CAP by entering the
work force in some other occupation. This model
is illustrated in Chart 1.
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You are now on the first step, that is, you are
getting your consumer science education. The
next step, GET ENTRY LEVEL JOB, is probably the
most difficult. Ideally, you should attempt to
get a job with a company that has an established
CAD and then work your way into that department.
Since this is not always possible, search for a
company that is fairly large and has dealings
with the consumer and therefore has the need and
potential to support a CAD. In order to be
initially hired by this company, you will have to
find a position open that has a need for the tal-
ents you possess. Table 1 is designed to help
you in that task. For example, if your educa-
tional background was oriented toward personal
finance, you may be able to get a job in credit
management or credit analysis in banking, insur-
ance, retail merchandising, or in social science
or government.

If you are lucky enough to get a job in a company
that already has a CAD then you must make your-
self known to that department. And even more im-
portant, you must show the management of that de-
partment that your educational background and in-
terests will qualify you for any openings that
may occur in that department. This may be more
difficult than you think since some persons in
CADs may not see the need for a person with a col-
lege education in consumer science or they may
even be frightened by your expertise. If they do
not have an opening, you may in a diplomatic way,
show them how they can expand the functions of
their department in a way that may include your
expertise.

1f you join a company that has no CAD, you have
the difficult task of demonstrating to management
that they should have a CAD or at least a CAP
representative. The only real way to justify
this need is by showing management how a CAD can
increase the bottom line. This can be shovn. I
have listed several sources in Chart 1 that will
help you do this. The bibliography in Claes For-
nell's, "Increasing the Organizational Influence
of Corporate Consumer Affairs Departments,' The
Journal of Consumer Affairs, Winter, 1981, offers
additional sources. Once you have convinced
management of the need for a CAD, you must then
organize such a department and then last but not
least, you attain your original objective and

get yourself appointed to this department and
hopefully as the head of the new CAD.

I said in the beginning of this paper that I was
optomistic about the CAP career in 1975. I am
still optomistic, but in a more realistic way.

If you want a job you will have to plan more, be
creative, and work hard in the search. If you

do these, I sincerely believe that you will
attain your goal of being a consumer affairs pro-
fessional.



ON BEING CONSUMER EDUCATORS
IN THE 1980's

Gwen J. Bymersl

Abstract
Consumer educators have real work to do in the
1980's. To help people make the best decisions
they can in a sluggish market and to communicate
to the larger society that consumer education is
a positive and constructive force in the system.
Fortunately, we do not have to do it all alone,

Introduction

Thank you for inviting me to give the Colston E.
Warne lecture at this, the 28th annual meeting

of the American Council on Consumer Interest. I
believe I am the eleventh person to be so honored,
It is indeed a humbling experience.

Colston Warne is a key figure who spans the
history of formal consumer education. Colston,
you were espousing the cause, contributing to

the literature, and giving form to an 111l—
defined set of frustrations during the 1930's.
You kept at it even during the 1940's when
consumers were not getting very much t.l.c. You
were around to withstand the abuse of McCarthyism
and the anti-consumer attitudes of the 1950's.
You were there to provide advice and council to
those attempting to launch a renewed effort at
consumerism in the 1960's. For the last 20 years
you have watched the consumer movement gain
confidence and respect; you have watched us

fight amongst ourselves; you have seen the rise
of new professional fields of consumer law and
advocacy; you have witnessed phenomenal growth

in consumer education and you have had the
patience to watch us continue to try to define
ourselves as a field. Colston, we salute you.

Retirement is really a privileged stage in the
professional life cycle. You still do not have
time to do or read everything you think you
should, but you no longer have to feel guilty
about it. That is, you don't feel guilty until
you face the reality of trying to write a major
paper for an audience such as this.

Deciding what I would talk about to this group
this morning was not an easy task. Your
interests are so varied, your expertise far
exceeds mine in so many directions that T
wondered what I could bring to you that would
make getting here at 9:00 a.m. worthwhile.

I decided to talk to you as educators, as the
people responsible for helping build the base
of understanding needed to get along in our

complex market-ordered economy. Specifically,

1Professor Emerita, Cornell University
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it is to you who teach consumer education courses
at any level, you who teach the teachers and do
the research in the whole broad areas of
consumerism that I am talking today.

Please, I don't want the rest of you, the
advocates, the lawyers, and other consumer
affairs professionals to get up and leave, but

I am giving you fair warning that I shall spend
my time sharing a few ideas I have about consumer
education. Where it has been, where it is going,
and what we ought to be striving for in the next
decade.

Consumerism 1980 Style

As I prepared for this talk, I found myself
reading several premature obituaries of the
consumer movement. Journalists with their profes-
sional flair have taken considerable note of the
adversities currently facing consumer organiza-
tions. Anyone truly concerned with the viability
of the consumer movement cannot remain indifferent
to this news. Belt tightening at Consumers

Union, closing of the U.S. Office of Consumer
Education, and the decline in enthusiasm at the
corporate level for even their version of con-
sumer affairs; all these add up to a message of
some disenchantment with consumerism. However,
just as the exuberant consumer press of the

1970's probably overstated the real advances on
the consumer front, this "gloom and doom"

syndrome is equally overdrawn.

If you think as I do that consumerism is really
the "rising level of public awareness of problems,
policies, and issues that affect consumer well-
being,"2 I think you can agree that it will not
suddenly disappear. Solid roots are there and

we can continue to move forward, though perhaps

in a less dramatic and exhilarating fashion than
we were doing 10 years ago.

Bloom and Greyser in the December Harvard
Business Review article are speaking to this very
point.3 1In their view, consumerism will be
around for a long time; it is not fading as an
issue or force in society, it has simply matured.
Examining the movement in a marketing context

szen J. Bymers. "Consumerism'" in Encyclopedia
of Economics, edited by Douglas CGreenwald, McGraw-
Hill Book Company, 1981, p. 195.

3Paul N. Bloom and Stephen A. Greyser. "The
Maturing of Consumerism," Harvard Business Review,
November-December 1981, pp. 130-139.




they find that many of the goals or strategies
identified as belonging to or "products of"
consumer organizations have been accepted,
supported, and even internalized by the larger
soclety. They foresee a quieter but still very
active consumer movement during the 1980's, one
in which participative consumerism will prevail.
In other words, they are telling us that one of
the underlying goals of consumerism--a more
informed and responsive citizenry--is on the way
to being realized!

I am not sure I share the total optimism of
Bloom and Greyser, but I do take a long view of
what has been going on. It is far too early to
start proposing last rites. The history of the
consumer movement has been marked by advances and
setbacks throughout the twentieth century. The
achievements of the past 20 years have been
substantial.

At the end of the 1970's consumerism was
beginning to be recognized on its merits as a
"growing initiative that complements a well-
functioning enterprise system."4 Increased
recognition of consumer education, both formal
and informal, is one of the real accomplishments.
Another is the new Coalition for Consumer
Education, a really diverse group that has come
together to try to salvage support for their
common goal: the development of consumer
education. One of the fallouts of the present
lean years for the consumer movement may be that
consumer educators will emerge with a clearer
identity of what it is we should be doing.

Consumer Education--What is It?

Separate consumer education courses began to
appear in the 1930's. Students of social and
political history have spent years unraveling the
threads of programs and movements that were
knitted together during the great depression.
There is even a kind of nostalgia cult developing
that looks back on the 1930's through rose-
colored glasses. I trust they are not trying

to psych us into a repeat performance.

It was during this great depression that Consumers
Union got its start. A market for consumer
information was born ocut of the "revolutionary"
idea that if consumers had access to independent
testing and rating data about products, they
would be able to do a better job of spending
their money. I have always found it somewhat
ironic that an institution whose major contri-
bution has been to extend product information
and communication throughout the market; that is,
knowledge, the very essence of the competitive
system, should have been questioned as to its
ultimate purposes. Only the myopia of business
leadership, much of which still prevails
regarding consumerism, can explain the gener-

4Gwen J. Bymers, op cit,
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alized anti-consumer education and consumer
information efforts that continue even today.

Consumer education has been a field where free
enterprise has prevailed. Belonging to no single
discipline and ignored until very recently by the
traditional social sciences, it is not surprising
that consumer education has been an all purpose
vehicle for conveying whatever learnings and
understanding those promoting the effort thought
most salient at the time. The term has served as
a cloak for courses as diverse as environmental
protection, financial management, and motor
mechanics. You can all add to the list. You
probably have. We have each tried in our own way
to fit what we were doing into our own notion

of valid consumer education. A few of us laying
claim to being a bit more pure have tried to
restrict our effects into a framework called
consumer economics; but even we have not had very

great success in identifying what we are about.

efforts to organize
in no small part to
through the U.S.

There have been several recent
the concepts in the field, due
the financial support extended
Office of Consumer Education. Among the
promising efforts is the study released in 1980
by the Michigan group in the Consumer Education
Development Program. That report defines consumer
education as "the study of the knowledge and
skills needed by individuals and groups in man-
aging consumer resources and taking action as
citizens to influence the factors which affect
consumer decisions.™5

The responsibilities that stem from this defini-
tion are awesome. The CEDP classification of
concepts was a monumental task. I am not trying
to put it down. The more I have studied and
thought about it, the more important I think the
report is. Not because it provides a neat blue
print for the future, but because in one single
document they have drawn together the myriad
threads of much that has passed for consumer
education in the last 50 years. Having every-
thing all swept together and sorted into three
broad categories: decision making, resource
management, and citizen participation is most
revealing, It certainly brings home the
necessity to try to think clearly about what
should receive priority in the field in the
1980"s.

We are going to be teaching in an environment
concerned with scarcity. Consumer educators are
no longer the new kids on the street., Probably
each of you has already had to fight to hold your
place in the curriculum or to keep line items for
the consumer education program. We need to keep
in mind that consumer education is not the only

5Roselle Bannister and Charles Monsma. ''Clas-
sification of Concepts in Consumer Education," a
working document, April 1980, Michigan Consumer
Education Center, p. 7.



subject matter area concerned with citizen
action. We need to develop linkages to the
other courses and teachers who also have some-
thing to offer toward understanding social and
economic issues.

The primary emphasis in consumer education needs
to remain on the individual and the household in
its relation to the economy. This 1s contrary
to much that I read that urges us toward group
identity and joint action. I know we live in a
world of multinational corporations, of large
conglomerates and powerful labor unioms. But I
also know we live in a society in which consumer

If consumer education included no more than
economic content, then surely with the ingenuity
in this room we would have piggy-backed on the
economics courses a long time ago. It is because
consumer education needs to incorporate a broader
perspective: emotional and psychological
considerations, managerial functions of the house-
hold, the social and political environment, and to
also pay some attention to the intricate family
relationships that influence decision making; for
all these reasons the separateness of the field
emerges. Economics cannot be the whole story in

a consumer education program. However, consumer
education that does not require solid economic

decisions influence the production process.
Perhaps not as much or as directly as we might
sometimes wish, but certainly enough to put
rational, informed decision making far ahead of
uninformed choice.

Consumer education thus perceived has a second

or "hidden" agenda: to encourage improvement in
the production and delivery system itself. A
timely article that links corporate management

of consumer affairs with the marketing strategies
for business appeared in the Winter 1981 issue

of the Journal of Consumer Affairs. Professor
Fornell argues very cogently that consumer com—
plaints properly attended to are a profit-
maximizing tool. Ignored or suppressed, they
will diminish sales and can bring about disaster.
The present economic climate may help promote the
message of mutual business-consumer interests to
management. In the final analysis it is in the
production and distribution system that we will
find the source of real gains in either the
private market or the public sector.

Although our primary focus should remain on the
individual and household, our course content must
clearly articulate with the larger economy. It
is at this point that the linkages with economic
education need to be built and understood. The
timing is fortunate, the teaching of economics

is on the rise in the natlon's schools.’ Thus,
there is something there to latch onto and I
believe we are making headway toward cooperation.
There seems to be a willingness on the part of
economic educators to recognize that consumer
educators exist. Consumer educators are
beginning to feel less threatened by the idea
that a substantial portion of their subject
matter has its feet in basic economics. The
national consumer economics project of the Joint
Council on Economic Education has played no small
part in promoting this state of affairs.

6C1aes Fornell. "Increasing the Organizational
Influence of Corporate Consumer Affairs Depart-
ments,'" Journal of Consumer Affairs, Vol. 15,
No. 2, pp. 191-213, Winter 1981.

7National Survey of Economic Education, 1981,
Study conducted by Yankelovich, Skelly, and
White, Incorporated.
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understanding is indeed misnamed and ought to be
actionable under either false advertising or
labeling statutes.

It is probably obvious by thils time that in my
model of consumer education, the consumer is
neither the beneficiary nor the victim of the
system, but rather an active participant who both
contributes to and takes from the flow of goods
and services produced. The adversarial nature of
much that is presented in the context of consumer
education reflects a long history of the market
transaction. The seller attempting to extract

as much as he can from an ill-informed buyer has
contributed to the victim image and the emphasis
on consumer protection that still prevails
throughout the field. Consumer education programs
developed from the participant perspective are
likely to place emphasis on the quality and con-
venience of consumer information systems, on
careful decision making, on alternatives, on
payoffs, and on improvements that can be generated
in the distribution process. Consumer responsi-
bility is apt to receive as much attention as
consumer protection in such a model; particularly
the responsibility to seek redress when the
product or service is unsatisfactory. The system
needs this input. Quality of products and ser-
vices offered is the responsibility of the
business community. If they fail to respond,
other remedies should be in place. It is not a
matter of either-or, it is a matter of emphasis
and perspective.

Consumer Education in the 1980's

It is a different world out there. From the
1940's through the mid-1970's, we lived with
relatively full employment, relatively stable
prices, and relatively high productivity.

People's incomes increased faster than the price
level. It was easy for consumer educators to
concentrate on the individual and the market.

In economic jargon we operated at the micro level,
A different set of questions has taken center
stage. We are now in an era of unstable prices
(including wages and interest rates), declining
productivity and unemployment. These are macro
issues and not central to consumer education.

Yet we cannot proceed unmindful of their impact
on consumers and households. We need the linkages
I spoke of earlier. We are living in a different



economic climate and we are also facing rapidly
changing institutions and markets that will
affect our teaching. We are not expected to
teach macroeconomics, but we must understand
how it affects the consumer environment.

The crunch of learning to live within the limits
of a non-growing economy is finally coming
through to us. As a soclety, we haven't wanted
to recognize the lack of real growth in the
system even though it has been around for
several years. We have continued to think
positively, and to meet each round of inflation
with a demand for wage and price increases
designed to protect our own share of what has
proven to be a smaller pie. The contest is
heating up, the pressures are devisive. Deep
down, I believe Americans still want to maintain
a basic level of support for the less fortunate
in the society. I have to admit our commitments
in this direction are not very clear at the
present time. A new set of preferred clients
has appeared at the table, the military, and

we have a government in place that puts a great
deal of emphasis on carrying a big stick. The
trouble is they haven't been speaking very softly.

Kenneth Boulding wrote way back in 1973 that

"the adjustment to slow growth may be just as
difficult as the adjustment to nmo growth."8 I
wasn't sure I agreed with him at the time, but
history is proving that it is not easy to bring
deeply-rooted expectations into line with a
leaner system. We can expect to see more contro-
versy over income distribution, more pressure for
collective action. It is going to be increasingly
difficult to meet the commitments, both indivi-
dual and social, made during our more affluent
past. Middle class America built its aspirations
out of the prosperous history of post World

War II. Now we find ourselves having to relearn
how to "cut our coats to fit the cloth." It is
not easy.

The 1980's may be a period of real testing of our
institutions and our values. The last time we
lived through such a strain, consumer educators
were often sorely torn between the obvious weak-
nesses of the market system and the promises of
those espousing public ownership of one kind or
another.

Because consumer education and consumer educators
are often focusing on the sore spots in the
system, non-competitive pricing, faulty products,
false advertising, or whatever, it is easy to

see why the public generally identifies us with
the social critics and often with the radicals.
That doesn't worry me very much so long as I can
see the goal is improvement of the system. For
example, the emphasis on product safety and
product recalls has undoubtedly had an impact on

8Kenneth E. Boulding. "The Shadow of the

Stationary State," The No-Growth Society, Olson
and Landsberg, (eds), W.W. Nortonm: NY, 1973,
p. 98.
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design and quality control in American manufac-

turing. Japanese imports are helping too. You
may argue that these are costly techniques, but

so are the alternatives.

In the 1980's we can expect that more critical
issues, more sharply drawn will emerge. Calls
for price and wage ceilings will become more
strident as economic times become more turbulent.
We should not be surprised to find "consumerism"
once again linked with flamboyant political
ventures.

Consumer educators need to remain alert to new
issues facing the society. Individuals and organ-
izations with agendas other than the maintenance
of a market economy will seek our support and
appear to further our common cause. All I can
say to you is be sure you know thelr real goals
and ask yourselves seriously what their proposed
agendas do to the consumer's right to choice, to
be heard and to know. The market system with all
its warts is for my money still to be preferred
to the alternatives I have seen functioning
elsewhere.

Educators also need to keep abreast of the
rapidly-changing financial markets with which
consumers must deal. There has been a veritable
revolution in the shelter market. Not only have
prices doubled in the past five years, so have

the interest rates. Coupled with this deterrant
to purchase we have seen the virtual disappearance
of the fixed-rate, long-term mortgage. This was
the instrument that provided two generations of
homeowners with access to equity on terms not
known previously and perhaps never to be knowm
again. Without question, rone of the alternatives
developed in the present market are as attractive
to consumers as was the previous arrangement. The
fixed payment mortgage was a creature of a stable
price level. Long-term mortgage funds tend to
disappear in the face of rapidly rising prices

and interest rates. Alternative mortgage instru-
ments, with short time horizons, and adjustable
rates are clearly preferable to '"no mortgage funds
available."

As consumer spokesmen, we should be asking: Are
the new instruments clear in what they provide?
Are the provisions spelled out? Are they being
honestly advertised? What should we be doing to
make sure that the public is aware that they are
not buying the same set of arrangements their
parents did when they bought their house with a
good old fixed-rate, long-term contract?

The fundamental consumer question is: what
arrangements can be made that will insure that
persons willing to put a large share of their
future income stream hostage to the hazards of

gE. Scott Maynes. 'Consumer Policy: The Balance

Between Consumer Education, Information, and
Protection." Paper presented to American Council
on Consumer Interest, Columbia, Missouri, April
1981.



home ownership will have a chance to do so.
Will mortgage money be available?

As consumer educators, how do we best assist our
students in making informed decisions about
shelter? Consumer educators have played a con-
siderable role in perpetuating the idea that home
ownership was the way to go. Given the price
level history and tax structure of the past, it
was. Today, the rental arrangement probably
deserves a better deal than we have been giving
it.

Another development in the present market forcing
consumer educators into revising their lesson
plans is the blurring of what has previously been
clear cut distinctions between savings, investing
and insurance. Most of our teaching and
practically all the textbooks are organized
around units. The units describe a set of
institutions and products neatly separated one
from another: insurance, stocks and bonds, and
savings accounts.,

But something has happened out there. New
depository arrangements are springing up every-
where. Stock brokers, insurance companies, and
mail order houses are all willing to accept
deposits in relatively small amounts and pay
close to money market rates. Liquidity in 24
hours or less and check-drawing privileges are
common. Insurance companies are going one
better; they are introducing a new product that
incorporates the elements of a whole life policy
with a portable savings account that can be had
with or without check-drawing privileges. 1In
line with these developments, deregulation has
vastly expanded the services credit unions can
offer and the rates they can pay.

Credit is an area where consumer educators
really need to keep pace with market reality.
took 10 years after World War II for us to feel
comfortable teaching people to borrow when we
were living in a growing economy. Using
consumer credit in a no-growth system at real
interest rates eight to twelve percent above the
inflation rate is quite a different question. I
trust we have speeded up our response time.

It

The energy market is also presenting us with a
new set of examples. After eight years of
skyrocketing gasoline prices, we are seeing some
movement in the opposite direction. Will
consumers go on a driving spree? What will the
price break do to research and exploration
efforts? Is Detroit going to be stuck with fuel-
economy vehicles? These are questions consumers
will answer. The basic long-run problems are
still with us. However, I must note the MacAvoy
plealQ for a tariff on imported oil to protect
the industry and encourage conservation does not
appeal to my consumer-oriented brain.

loNew York Times, Sunday, March 14, 1982,
Business Section, p. 3.
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Consumer educators need to be aware that people
are moving much less frequently than they did a
decade ago. There are several contributing fac-
tors here and not all related to the economic
slump or the cost of housing. Two-earner
families are more awkward to move. TFor some
households, friends, geography, and lifestyle have
emerged as more important than corporate promo-
tions. Some of these coupled with the fact that
they may still have an eight percent mortgage on
a 535,000 house now worth $70,000, makes the
price of a move go up dramatically.

Arrangements for health care, its adequacy, the
costs involved, the entire third-party-pay system
are all going to be critical consumer issues in
the 1980's. As organized labor is forced toaccept
wage concessions in the present market, its members
are going to look much more critically at the cost
elements associated with fringe benefits and other
expense items of the corporate world. Among the
latter we expect to find corporate expense accounts
challenged more frequently than they have been in
the past. Consumer and labor interests not always
parallel tend to converge around issues such as these.

And then there is the Ma Bell fracas. Americans
have enjoyed the most reliable and least costly
communication system in the world. That era, too,
may be coming to an end. I have not had time to
study this issue, but it appears to me that the
solution currently before us defies "common
sense."” Consumers may gain from the increased
competition on the long lines but our position
vis a vis local telephone service has not changed
for the better. Researchers, lawyers, and
scholars will try to unravel the impact of the
1982 consent decree for a long time to come and

I predict that this item will occupy a substantial
portion of ACCI agendas in the future.

As for the controversy over local measured
service vs, flat rates, it seems to me the issue
should turn on whether this is an efficient
packaging and pricing technique. Evidently the
technelogy exists to bill on the basis of calls
made. After 40 years of paying the same basic
rate as my friends with three teenagers, the idea
has some appeal, If the product can be delivered
and billed in smaller purchase units without
adding excessive handling costs, it fits my
notion of consumer interest. I can govern at
least one more dimension of my telephone bill,

Nonmarket production is another economic reality
that will confront many consumer educations in
the 1980's, particularly those in extension or
adult education. Calls for do-it-yourself
plumbing and decorating courses, home gardening,
clothing construction, car repairs will become
more frequent. These skills become progressively
more attractive as wage rates decline in relation
to the price level. Nommarket production is one
of the few real tax dodges left for the middle
class. I also expect to see a resurgence of
interest in the cooperative as a means of owning
and managing business enterprises. Unemployment



stimulates interest in several lines of activity. choice and to direct what they have to 11
You may note a flourishing "off-the-books- offer to the specific problems involved."
economy" developing in your communities. Some

households may cease non-market production as

service skills become available at cut rates.

The time-price tradeoffs are interesting to

watch. Consumer educators need to recognize

that any or all of these developments can be

viable responses to a sluggish economic climate

and I suspect that is what we will be operating

in for the next several years.

Summary

Consumer educators have a real job to do in the
1980's. To help people recognize alternatives
and make the best decisions they can in an
economy that is not going to be very easy on
mistakes is no small order.

We have another task, that is to get through to
the larger society that consumer education is a
positive and constructive force in the operation
of a market—oriented economy. This may mean
shedding some of our adversarial armour, but it
doesn't mean we lay down and play dead.

There is an opportunity out there for leaders in
the field, both consumerists and business, to
get back in touch with each other. The "bottom
line" of all the verbiage about deregulation and
getting government off the business back is that
responsibility for consumer satisfaction is

once again viewed as belonging to the business
community. Consumer educators can encourage the
business community to pick up this charge.

Consumer educators may need to narrow the focus
on what we are trying to teach in the classroom,
At the same time, we need to widen our view and
understanding of the economic environment in
which we are teaching. This sounds like contrary
advice, but we must remember that others also
contribute to the sum total of economic, social,
and political understanding of our students.
There is no more sure avenue to failure than
trying to take on too much.

Consumer education, as much as we might like to
differentiate our product, is really the culmi-
nation of the totality of the educational process.
We do not do it all alone. Many of you have
heard me quote Hazel Kyrk before. She was one of
the intellectual forbears of our field who held
forth for years at the University of Chicago.

Among her comments is this:

"Education for wise consumption is evidently
not something that can be reduced to a
course of 10 or even 40 lessons. To be
adequate, it must be a planned attempt to

coordinate the diverse fields of thought 1
that have something to contribute to the Hazel Kyrk. The Family in the American Economy,
shaping of the consumer's standards of The University of Chicago Press, 1953, p. 392.
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EXTENT OF MARKETPLACE PROBLEMS AS PERCEIVED BY SOLAR HOMEOWNERS
AND SOLAR EXPERTS

E. Raedene Combs, University of Nebraska—Lincoln1

Abstract
Marketplace problems experienced by solar con-
sumers can have a negative influence on the over—
all adoption rate of solar heating systems for
homes. It was the purpose of this study to de-
termine the extent of delivery system and solar
product-related problems within the marketplace
as perceived by those who have purchased solar
and those whose work directly involves some as—
pect of solar. TFindings indicate that while
both delivery system and product-related prob-
lems are perceived, delivery system problems
tend to be more serious. Types and extent of
marketplace problems do not appear to be related
to marketplace location or market segment in-
volved. Solar experts and solar consumers
appear to have similar perceptions as to the
extent of most marketplace problems.

The use of solar emergy as a possible alterna-
tive energy source to replace diminishing fossil
fuels has captured the imagination of many.
Studies have indicated that the general public
places solar energy high on the priority list of
energy alternatives [6] and is very favorable
toward its use in the home [1]. But positive
attitudes in and of themselves do not have an
impact on energy supply. For this positive atti-
tude to be transformed into actual demand, where-
in consumers purchase solar systems for their
homes, a number of factors must be met. One of
these factors is the occurrence of satisfactory
experlences by the consumer within the market—
place where the exchange between those wko
demand solar technology and those who supply
such technology takes place. If numerous con-
sumers purchase solar products or systems that
work unsatisfactorily or experience unreliabil-
ity within the marketing and servicing sectors,
disenchantment will result, spread and have
repercussions affecting the commercialization
process of solar.

Therefore, it 1s important to determine the ex-
tent of possible problems within the market-
place as perceived by those who have purchased
solar and those whose work directly involves
some aspect of solar. In this way, decision—
makers within government, industry, marketing
and servicing can focus resources and technology
toward minimizing such problems. It is the pur-
pose of this study to add to the understanding
of the extent of marketplace problems as per-
ceived by solar homeowners and solar experts
and to determine 1f these perceptions vary by
marketplace and market segment,

The first objective of the present study is to
better understand the extent of selected prob-
blems within the marketplace as perceived by

lABsistant Professor, Education and Family Resources
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solar consumers and solar experts. Problems
which might be encountered were determined from
a review of the literature [2,4,5,7,8,9,10,11,
12,13]. This review resulted in the identifica-
tion of two categories of concerns or problems:
1) product-related problems, and 2) delivery
system problems. Possible problems or concerns
connected to an assessment of the solar product
are: durability of the system; predictability
of performance of the system/design; safety in
the use of the system/design; production of ade-
quate heat and hot water by the system/design:
possibllity of early obsolescence of the system/
design. Possible problems or concerns related
to the delivery system of solar heating systems/
designs are: exaggerated claims made by the
dealers; dealers who are undependable; inade-
quate warranties for the provision of protection
from the cost of repalr of defects in the system/
design; and unavailable service for repair of
problems encountered with a solar system/design.
The findings of past solar studies suggest that
delivery system problems are greater than pro-
duct design problems.

The second objective of the study is to determine
if the perceptions of the extent of selected
problems is related to the residential location
of the consumer or to the consumer's income and
educational level. Differntial segments of the
population may perceive the extent of solar-—
related problems differently. In other words,
are some problems perceived to be greater for
consumers living in rural areas than for con-
sumers living in urban areas? Are some solar-
related problems perceived to be greater for
lower income and less educated consumers than

for higher income and more educated consumers?

If problems are perceived differently by specific
segments of the population, reasons for these
differences could be investigated and appropriate
policies designed. A finding from a previous
study [9] indicates that lower income (below
$30,000) households are more likely than higher-
income households to encounter problems with
various aspects of the technology delivery
system. They experienced more difficulty in ob-
taining parts, components or personnel to make
repairs. They found it more difficult to con-
vince the building trades to adopt new building
designs and construction techniques.

The third objective of the study is to determine
if there is a difference in perception of the
extent of problems between those who have pur-—
chased solar systems (solar homeowners) and

those whose work entails some aspect of solar
(solar experts). Studies in consumer behavior
[3] have found that purchasers of a product often
tend to minimize problems which may exist as part



of the process of reducing cognitive dissonance.
There seems to be a tendency by consumers to
rationalize the situation so that their pur-
chases are justifiable. Findings from solar
studies [11] indicate that solar experts perceive
more problems, particularly with product perfor-
mance, than do solar consumers. If perceptions
of problems in the marketplace differ between
homeowners and experts, one might be Inclined to
question the validity of homeowners' perceptions.
Also, it is possible that solar experts may be
aware of a greater ramge of problems and have
more realistic expectations for performance of
equipment/designs because of their contact with
clientele and exposure to solar experiences
gained through their work.

Method

In the spring of 1981, a questionnaire was mailed
to 167 solar homeowners and 138 solar experts2 in
the state of Nebraska. Names were obtained by
contacting the Nebraska Solar Office, county
extension agents, solar home experts and consum-—
ers themselves. Of the ldentified 167 solar
homeowners, 24 were disqualified (fourteen ques-
tionnaires were not deliverable by mail, ten did
not live in homes with sclar systems). One
hundred-five usable questionnaires were returned
for a 73% response rate of eligible recipients.
Of the 138 identified solar experts, seventeen
were disqualified (eleven were not deliverable

by mail, two had gone out of business and four
did not qualify as solar experts). Ninety-seven
usable questionnaires were returned for an 80%
response rate of eligible recipients,

Respondents were asked to give their opinions
about possible problems that may or may not be
connected with solar heating systems. Problems
listed in the questionnaire were: 1) safety of
solar systems; 2) exaggerated claims by dealers;
3) undependable dealers; 4) inadequate warranty
coverage; 5) present solar systems becoming ob-
solete very soon; 6) unpredictable performance;
7) equipment not durable; 8) not enough heat,
hot water; 9) unavailability of service, repairs.
For each problem the respondent was to indicate,
in relation to solar heating systems, whether
he/she thought the problem was 1) not a problem;

2To qualify as a solar expert, a part or all of
the individual's work time had to be connected
with some solar related activity. In this
sample, 36 respondents indicated that they sold
solar systems; 26 provided information on solar
homes; 19 buillt solar homes; 18 designed solar
homes; 15 did research on solar systems and 27
reported solar related activities other than
the above. Many solar experts performed more
than one activity.
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2) a small problem; 3) a medium problem or 4) a
serious problem.

For purposes of statistical analyses, solar home-
owners were divided into the following categor-
ies: 1) rural-urban area of residence; 2) two
income levels; and 3) two educational levels.
Rural residence was defined as a community of
less than 10,000 (59% of the respondents fell in
this category). Urban residents included com-
munities of 10,000 population or more (41%Z of
the respondents were in this category). The two
income levels defined were: 1) income less than
$25,000 (51% of the respondents); and 2) income
of $25,000 or more (49% of the respondents).
Respondents who had an educational level of
grade school, some high school, a high school
graduate, had attended trade school or had some
college education were classified in one educa-
tion group (50% of the respondents). Those
respondents who had a college degree, who had
taken some graduate work or had obtained a
graduate degree were placed in the second cate-
gory (50% of the respondents).

Findings

To what extent do solar homeowners and solar ex-
perts percelve the existence of marketplace prob-
lems connected to solar heating systems? The
findings (See Table 1) indicate that more solar
homeowners perceive problems related to the de-
livery system to be serious than problems related
to the solar product. Between 65 and 66% of the
solar homeowners surveyed believe that dealer-
related problems (undependable dealers, dealers
who make exaggerated claims) constitute a medium
to serious problem. A smaller proportion, but
still sizeable percentage (44%Z) think that in-
adequate warranty coverage 1s a medium to serilous
problem. TForty percent of the solar homeowners
surveyed think that unavailability of service
and/or repairs constitute a problem (medium to
serious).

Fewer solar homeowners perceived medium to
serious problems connected with the product it-
self. Thirty-seven percent expressed concern
that present solar systems may soon become obso-
lete; 34% believe that unpredictable performance
and equipment that is not durable constitute
medium to serious problems; 25% believe that

the production of enough heat and hot water by
solar systems 1s a medium to serious problem.
Few (5%) see the safety of solar systems as pre-
senting a problem,

Close to three-fourths (74%) of the solar experts
surveyed are concerned about the problem of un-
dependable dealers (31% see that as a serious
problem)., Sixty-eight percent percelve exagger-
ated claims by dealers to be a medium (33%) to
serious (35%) problem, Slightly less than half
(46%) believe unavailable service and repairs



TABLE 1. Extent of Marketplace Problems as Perceived by Solar Homeowners and Solar Experts

To what extent i1s this a problem? (Medium- Standard
Not  Small Medium Serious Serious Median Deviation
Possible Problems Connected Categories
to Solar Heating Systems Combined)
Percent Percent
Delivery System Problems
Undependable Dealers
SOLAR HOMEOWNERS 3 30 47 19 (66) 2.83 775
SOLAR EXPERTS 2 24 43 31 (74) 3.03 .800
Exaggerated claims by dealers
SOLAR HOMEOWNERS 13 22 37 28 (65) 2.80 .990
SOLAR EXPERTS 2 29 33 35 (68) 3.02 .858
Inadequate warranty coverage
SOLAR HOMEOWNERS 17 39 28 16 (44) 2,43 +952
SOLAR EXPERTS 12 45 33 10 (43) 2.44 .830
Unavailability of service,
repalrs
SOLAR HOMEOWNERS 24 36 28 12 (40) 2.27 .961
SOLAR EXPERTS 16 38 33 13 (46) 243 +903
Product-Related Problems
Present solar systems becoming
obsolete very soon
SOLAR HOMEOWNERS 26 37 30 7 (37) 2.19 . 905
SOLAR EXPERTS 24 44 27 5 (32) 2.14 841
Unpredictable performance
SOLAR HOMEOWNERS 21 4 30 5 (34) 2.20 .825
SOLAR EXPERTS 16 38 40 6 (46) 2,37 .826
Equipment not durable
SOLAR HOMEOWNERS 23 43 23 11 (34) 2,23 934
SOLAR EXPERTS 16 43 34 7 (41) 2533 .829
Not enough heat, hot water
SOLAR HOMEOWNERS 25 49 21 4 (25) 2.04 .800
SOLAR EXPERTS 21 42 31 6 (37) 2423 .852
Safety of solar systems
SOLAR HOMEOWNERS 73 22 4 1 (5) 1.33 604
SOLAR EXPERTS 66 30 1 3 (4) 1.41 676

are a medium (33%7) to serious (13%) problem,
43% 1dentify inadequate warranties as a medium
to serious (10%) problem.

The product-related problem perceived by the
most solar experts to be medium (40%) to serious
(6%Z) in nature is unpredictable performance.
Forty-one percent of solar experts think that a
medium (34%7) to serious (7%) problem with solar
1s equipment that is not durable. Thirty-seven
percent are concerned (317 medium problem; 6%
serious) that not enough heat or hot water is
produced. About ome-third (32%) think that
present solar systems will become obsolete very
soon (277 medium problem, 5% serious). Few
solar experts (47) think that the safety of
solar systems constitutes a medium to serious
problem.

Are perceptions of the extent of marketplace
problems related to the residential location of
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the solar consumer or to the solar consumer's
income cr educational level? Responses as to
the extent of the nine possible problems were
summed for rural and urban place of residence;
for lower and higher income levels; and for
lower and higher educational levels. The
Wilcoxon test of differences was used to deter-
mine if rural solar homeowners perceive the ex-
tent of marketplace problems to a greater degree
than urban solar homeowners; if lower income
solar homeowners percelve problems to a greater
extent than higher income solar homeowners; or
if lower educated solar homeowners percelve
problems to a greater extent than higher educated
solar homeowners. No significant difference (at
the P < .05 level) in perception of the extent
of marketplace problems was indicated between
rural and urban solar homeowners; between solar
homeowners having lower and higher income levels,
or between solar homeowners with lower and
higher educational levels. To determine if




there was a relationship between perceived ex-
tent of a specific problem and place of
residence, level of income and level of educa-
tion, Chi-square analysis was used to test the
relationship of each set of categories with
perceived extent of each problem. No signifi-
cant relationship (at the P <C.05 level)
between perceived extent of any problem and
residential location, income level, or educa-
tional level was indicated. Types and extent
of marketplace problems connected with solar
systems/designs do not appear to be related

to whether the solar homeowner lives in a
rural as opposed to an urban area; has a lower
income rather than a higher income; or has a

lower rather than higher educational level.

Are possible problems in the marketplace per-
ceived to a different extent by solar homeowners
than by solar experts? Previous research would
indicate that solar experts would perceive prob-
lems to a greater extent than solar homeowners.
Responses as to the extent of the nine possible
problems were summed for solar homeowners and
solar experts. The Wilcoxon test of difference
was used to determine if solar experts do per-
ceive problems to a greater extent than solar
homeowners. A difference was indicated at the

P < .01 level (See Table 2). Chi-square

TABLE 2. Differences in Perception of Extent of Solar-Related Problems Between Solar
Homeowners and Solar Experts
Sum of Expected STD DEV Mean
Group Number Scores Under HO Under HO Score
Solar Homeowners 101 8965.50  9999.00 399.98 88.77
Solar Experts 96 10537.50  9504.00 399.98 109.77

Prob> |z| = .01

T-test approx. significance

.01

analysis was then used to determine if there was
a relationship between the percelved extent of
specific problems and solar involvement as a
homeowner or expert. The only problem signifi-

cantly related (P < .05) to solar involvement
was the problem of exaggerated claims by dealers
(See Table 3). A significantly larger proportion
of solar experts than homeowners perceived this

TABLE 3. Assoclation Between Involvement with Solar as a Consumer or Expert and
Perceived Extent of Possible Problem
Degree

of Chi-square Significance
Problem N Freedom Value Level
Exaggerated claims by dealers 190 3 9,32 .03
Undependable dealers 189 3 3.75 «29
Inadequate warranty coverage 185 3 2.70 s
Unavailability of service, repairs 191 3 2427 «52
Present solar systems becoming 193 3 1.04 «79

obsolete very soon

Unpredictable performance 192 3 2.61 .46
Equipment not durable 192 3 4,41 22
Not enough heat, hot water 191 3 3.32 .34
Safety of solar systems 195 3 4,13 +25
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to be a problem. This finding has intuitive
appeal as it is likely that solar experts,

many of whom are dealers, would be particu-
larly sensitive to the problem of exaggerated
claims, as such claims would be viewed as unfair
competition and perhaps detrimental to the repu-
tation of the profession as a whole. A rela-
tionship between the perceived problem of
predictable performance and solar involvement

as a homeowner or expert was not indicated as
had been predicted. Thus, for individual prob-
lems, while the median for eight of the problems
is higher for solar experts than solar home-
owners, statistical analyses do not indicate a
relationship between perceived extent of each of
these problems and whether or not the respondent
is a solar homeowner or expert (See Table 1).

Diecussion

A primary concern of both solar homeowners and
solar experts is marketplace problems related

to the solar retail sector., Exaggerated claims
being made by dealers who are not always depend-
able are identified by many as a problem. The
existence of this problem is not surprising as
the emergence of the solar retail area is rela-
tively recent; thus, many of the dealers do not
have the benefits of past experience. To reduce
the seriousness of this problem, a number of
alternatives could be considered and evaluated.
The solar industry itself, through an associa-
tion, could monitor its members, both in terms
of advertising and in terms of offering depend-
able service., Some form of certification could
be awarded to members who adhere to association
standards. Another alternative is for govern-
ment to establish standards for advertising
solar heating systems. This could be mandatory
or used as voluntary guidelines that could be
monitored through such organizations as the
Better Business Bureau. The potential solar
consumex could be educated by information pro-
vided by a number of sources (State Solar
Offices, continuing education workshops, con-
sumer education classes, publications by govern-
ment and industry) to realistically assess cost/
benefits of solar heating systems and to eval-
uate dependability of solar dealers. The most
effective and efficient means to counteract the
perceived marketplace problem of exaggerated
claims and undependable dealers probably lie in
some combination of these alternatives, There-
fore, it is important that the problem is recog-
nized so that different segments of society can
address it in the most effective way.

Many solar homeowners and solar experts also
perceive a problem related to inadequate warran-
ties and unavailable service., While this
problem is not considered serious by as many
solar consumers and experts as undependable
dealers making exaggerated claims, it is a
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problem that may demand early attention., Well-
designed warranties and available service will
become increasingly relevant and important as
solar consumers who presently own solar heating
systems begin to experience more defects, over
time, and as more consumers purchase solar heat-
ing systems. Designers of these warranties will
need to consider provisions to protect the con-
sumer, yet not be so comprehensive that retail-
ers and manufacturers are over-burdened, causing
them to withdraw from an area which is new and
somewhat uncertain,

Between one-fourth and one-third of the solar
homeowvners and experts perceived problems connect-
ed with the product as early obsolescence, unpre-
dictable performance, nondurable equipment and
production of an adequate supply of heat and

hot water., Because there are a variety of solar
heating systems/designs and products, the prob-
lems identlfied may exist with some, but not
others. Further investigation is needed, where-
in types of solar systems are specifically stated
and then problems associated with each system

are identified. With this kind of information,
action can be taken to concurrently improve the
product or design and educate the consumer as to
the relative advantages and disadvantages of the
products and designs on the market.

The findings of this study did not indicate a
difference in perceptions of extent of market-
place problems by urban-rural location of
marketplace, or by income or educational level
of the solar consumer. Because perceptions of
the extent of the problem do not appear to
differ by market location or market segment, it
appears that solar-related problems can be
addressed at the state and industry level. At
this time, it does not appear that special con-
cern needs to be focused on specific problems of
certain market locations or market segments (at
least in the state of Nebraska).

The research findings indicate an overall ten-
dency for solar experts to perceive a greater
extent of solar-related problems in the market-
place than solar consumers. More experts do
percelve a problem with exaggerated claims of
dealers, a perspective which may provide impetus
for the industry to devise methods of monitoring
the behavior of their members. When perceptions
of consumers and experts are compared in relation
to specific problems, both groups appear to have
similar views as to the extent of each of the
other problems. This finding lends credibility
to the identification of the nature and extent of
problems presently existing in the marketplace in
relation to solar heating systems, designs and
existing delivery systems.

In conclusion, solar homeowners and solar experts
appear to have similar perceptions about the
extent of most marketplace problem comnnected



with solar heating systems.

While both deliv—

ery system and product-related problems are
perceived, delivery system problems tend to

be more serious.

Types and extent of market-

place problems do not appear to be related to
marketplace location or market segment involved,
suggesting that these problems can be addressed

at the state and industry level.

The next step

in the research process is to identify the
specific characteristice of these marketplace
problems, thereby providing additional informa-
tion so that the solar industry, govermment and
consumer educators can reduce the seriousness
of these problems, utilizing the most effective
and efficient means.

3.
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THE RELATIONSHIP OF ECONOMIC WELFARE AND PERCEIVED FINANCIAL ADEQUACY
AND SATISFACTION OF MIDWESTERN URBAN, RETIRED FAMILIES

Sheran L. Cramer, University of Nebraska—Omahal

Abstract
The purpose of this study was to determine the
relationship @f economic welfare and perceived
financial adequacy and satisfaction of selected
Midwestern urban, retired families/individuals.
Secondary objectives were to examine the rela-
tionship between economic welfare and perceived
adequacy and satisfaction and selected demogra-
phic factors and between income and economic wel-
fare as measures of economic situation.

Introduction

A major change in our society is the rising number
and proportion of the retired. Due to increased
longevity and decreased birth rate, the United
States is no longer a nation of young people -- a
nation as enamored of the youth culture as it
used to be. America is aging rapidly with the
number of retired growing sevenfold since 1900.
From three million in 1900, this segment of the
population has increased to twenty-two and one
half million people today, and is predicted to
increase to thirty and one-half million by the
year 2000. Since 1940, this population has risen
three to four million per decade (10).

Research on the economics of retiring aids in the
clarification of current needs and the develop-
ment of programs to meet them. Such information
can play a vital role in defining social and
economic issues affecting retired persons/fami-
lies and assist in policy formation.

The literature revealed that subjective evalua=-
tion of one's financial situation was a primary
factor affecting satisfaction, an important
component of total well-being. Researchers have
validated that one's perception of financial
adequacy 1s a superior indicator of life satis-
faction, particularly for retirees, compared to
objective measures such as amount of income.
Perception of income adequacy has been shown to
have a significant relationship to well-being
which has been described as one component of life
satisfaction. The majority of the research on the
economics of retirement, however, has been that of
objective economic status or condition. An
adequate base of knowledge concerning economic
welfare and perceived financial satisfaction is
necessary if effective retirement and preretire-
ment educational programs are to be planned and
implemented,

What determines economic satisfaction? A review
of the literature revealed a limited amount of
studies concerning the application of satisfac—

1. Assistant Professor - Department of Education
and Family Resources

tion in microeconomic analysis, Streib and
Schneider (14) focused on older people, relating
income and life satisfaction., This longitudinal
study revealed a decline in feelings of income
adequacy and then a leveling off after the first
year of retirement. Spreitzer and Snyder (13)
identified financial satisfaction as a signficant-
ly stronger predictor of life satisfaction for
older compared to younger persons. Low satisfac-—
tion with standard of living was found to be a
frequent source of marital conflict by Burgess and
Locke (1). Goode (4) and Williamson (19) revealed
that high satisfaction with standard of living was
association with positive marital adjustment.
Cuming and Henry's study (2) revealed that increas—
ed financial independence of elderly persons living
with children showed a direct relationship to
morale. Medley's investigation (8) examined a
hypothesized causative chain between financial
situation, health satisfaction, satisfaction with
standard of living, family life and life as a
whole. Satisfaction with standard of living was
second most important variable for women. Medley's
study demonstrated the value of examining the
interrelationships among variables rather than
simply identifying significant correlations and
suggested that satisfaction with standard of living
may be of greater importance to an individual's
outlook on life than financial condition.

Strumpel, Curtin and Schwartz's study partially
explains satisfaction of retirement income, as
affected by preretirement income structure. Blue-
collar workers receive peak income early in life
and experience income losses as early as their
forties and fifties while white-collar workers
begin at relatively low salaries and reach peak
earnings often just prior to retirement., Satistac-
tion with standard of living has largely been a
reponse to change rather than to the level of
income and standard of living.

Studles observing consistently singificant correla-
tion between life satisfaction and socioeconomic
status include: Gurin, Veroff and Feld, (5) Hansen
and Yoshioka (6), Kutner et al., (7). Research
indicated that the higher the family income the
greater the satisfaction with standard of living
Edward and Klemmack's study (3) revealed that the
indicators of socioeconomic status showed a direct
relationship to life satisfaction with family income
having tne highest correlation with it, A primary
determinant of life satisfaction was socioeconomic
status and socloeconomic variables as a categury
were ldentified as efficient predictors of varia-
tion in 1ife satisfaction.

Income alone does not determine a retired
person's subjective evaluation of his

44



financlal situation though there is a positive
correlation between the two factors (6, 11, 12,
16, 17, 20). Although differing viewpoints exist
concerning the use of satisfaction as an indicator
of well-being and the relationship of specific
economic factors to satisfaction and adequacy,
there is ample evidence to indicate perceived
financial adequacy is a stronger predictor of
1ife satisfaction than objective indicators of
socioeconomic status and thus was selected as the
framework for this study.

Family economists have recognized the inherent
problems in using money income as a measure of
financial well-being and recently have attempted
to develop a measure of "well-being'" and analyze
the various components of it. Progress in the
development of such a measure can be traced pri-
marily to Moon (9) and Weisbrod and Hansen (18).
Money income, useful in narrowly defined terms,
is not sufficient for analyzing the economic sit-—
uation of the retired. According to Moon, Weis-
brod and Hansen, economic welfare, a measure of
potential consumption, is superior to current
annual money income as a measure of economic
status. As a comprehensive measure, economic
welfare is a complex concept which can most
adequately be described in terms of the standard
utility function. Resources available to a
family/individual can be used to extend the bud-
get constraints of the family and increase its
potential for consumption, restricted only by
preferences expressed in terms of the family's
utility function. The measure reflects the level
of attainable rather than attained consumption.
Weisbrod and Hansen (18) delineated economic wel-
fare as a measure which combined income and net
worth by conversion of net worth into an annuity
value and the addition of this value to current
{income. Economic welfare was defined for this
study as a measure of potential consumption
derived by adding current annual income to an
annual lifetime annuity value calculated from
current net worth, life expectancy and rate of
return.

The purpose of this study was to determine the
relationship of economic welfare and perceived
financial adequacy and satisfaction of selected
Midwestern urban, retired families/individuals.
Specific questions addressed in the study were:
(1) Is there a difference between current income
and economic welfare as measures of a family's
financial situation? (2) What are the predictors
of economic welfare? (3) Is there a difference
between objectively and subjectively measured
income adequacy? (4) Is perceived financial
adequacy and perceived financial satisfaction
related to economic welfare? (5) What are the
predictors of perceived financial adequacy and
perceived financial satisfaction?

Methodology
Cluster sampling was used to select 300 retirees

of varied living situations, ethnic backgrounds
and economic levels. Participants completed
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a questionnaire providing information necessary
for the computation of the economic welfare
measure and the determination of perceived finan-
cial adequacy and satisfaction.

Economic welfare and income were examined by the
pearson product moment correlation coefficient
and chi-square to determine whether significant
differecnes existed between them as measures of
financial situation. Economic welfare was then
used as a dependent variable in a multiple re-
gression procedure with independent variables of
marital status, sex, age, education, extent of
retirement, health, income, home and automobile
ovnership, amount of mortgage, stability of
residence and level of debt to identify predic-
tors of economic welfare.

Tncome adequacy was assessed by three objective
measures including the Social Security Adminis-
tration's Index of Poverty, the Bureau of Labor
Statistics Model Budget for Retired Couples adap-
ted for individuals, and a preretirement retire-
ment ratio of earnings. Responses of partici-
pants identified as having adequate income by
the preretirement retirement ratio were compared
to responses indicating perceived financial
adequacy by use of the chi-square test to deter-
mine if a significant relationship existed
between actual adequacy, objectively determined,
and perceived adequacy.

Fifteen items predetermined as indicative of
adequacy or satisfaction were analyzed in rela-
tion to economic welfare to determine if there
was a significant relationship between economic
welfare and preceptions of financlal adequacy and
satisfaction. Perceived Financial Adequacy (PFA)
and Perceived Financial Satisfaction (PFS) were
then used as dependent variables in the discrimi-
nant analysis process. Independent variables
included economic welfare, marital status, sex,
extent of retirement (full or partial), health,
and home and automobile ownership, stability of
residence, and level of debt.

Economic welfare and income were compared as
independent variables in the discriminant analy-
sis procedure to determine if differences existed
in their predictive power of determining percei-
ved financial adequacy and satisfaction. Discrim-
inant functions were derived revealing the
independent variables which were predictors of

the dependent variables.

Results and Discussions
Profile of respondents

Sixty percent of the respondents were women, As
to marital status, 45 percent were married, while
racially, 84 percent were White. The largest
proportion of respondents and their spouses was
in the intermediate age group between 66 and 75
years of age. Completion of high school was the
mean level of educational attainment, One and
two member families were about equally divided



with health being ranked as good or excellent for
62 percent, fair for 27 percent and poor for 8
percent. Eighty-seven percent were fully retired;
83 percent retired voluntarily. Approximately one
half of the respondents had been retired less than
10 years while 20 percent had been retired between
10 and 15 years and an additional 20 percent 20
years or longer. Slightly less than one-third had
retired early.

Low, moderate and high income levels resulted in
respective percentages of 37, 30 and 27 for each
with the mean income range for the entire group
between $7000 and $9999. Approximately 60 percent
owned homes with an average value range of $18,000
to $19,000. Slightly less than one half had no
outstanding mortgage. Two-thirds of the retirees
owned automobiles with a mean value of $1500.
Slightly over one-fifth owned investments in the
form of farms, businesses, real estate other than
house, and recreational vehicles ranging in value
from zero to $1,200,000 with a mean value of
$22,409. Stocks, bonds, and mutual funds and cash
in banks or savings accounts were two categories
of liquid assets held by the largest proportion of
respondents with the mean value of each slightly
over $1000. About three-fourths of the sample
indicated some debt of which over half responded
to a level of less than $100. Less than five
percent of respondents had debts in excess of
$1000. Food stamps and discounts to senior citi-
zens contributed only slightly to the ecomomic
profile of the retirees. Social Security, Rail-
road Retirement, and other government payments
were the major sources of income for 92 percent of
the sample with interest, dividends and employee
retirement plans secondary in importance.

Comparison of income and economic welfare as
measures of financial situation revealed that the
mean value of economic welfare was about two times
thet of income approximately $22,000 and $11,000
respectively. With use of the economic welfare
measure, compared to current income, the percent
of retirees categorized in the low level was re~
duced by 15 percent and the moderate group by 11
percent while the high category increased by 18
percent. The use of economic welfare resulted in
an improved economic classification for about 45
percent of the retirees thus leading to the con-
clusion that a difference did exist between income
and economlc welfare as a measure of financial
situation.

Predictors of Economic Welfare

Economic welfare and selected demographic charac-
teristics were analyzed by a two step multiple
regression analysis to ildentify predictors of
economic welfare, The combined variables of sex,
age, education, extent of retirement, health,
income, home and automobile ovnership, stability
of residence and level of debt accounted for
about one-third of the variation of economic wel-
fare (Table 3).
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TABLE 1. Multiple Regression Analysis of Economic
Welfare by Demographic Characteristics

Independent R2 F

Variables

Dependent
Variable

- 040
046
.133
.136
.148
-148
-151
.323
-333
+334

Economic Welfare Sex 12.51%
Age

Education

Retirement

Health

Income

Home Net Worth
Automobile Net Worth
Stability of Residence

Debt

*p<.05.

Step-wise multiple regression excluded, sex, age,
and income as significant predictors. Automobile
ownership and educational level were two major
predictive variables accounting for 27 and & per-
cent of the variation respectively (Table 2).

TABLE 2. Step-Wise Multiple Regression Analysis
of Economic Welfare by Demqg;aphic Characteristics

2

Dependent Independent R F

Variable Variables

Economic Automobile 267 94, 36%

bEltare Education .31 58.40%
Stability of Residence ,324 41,09%
Health .330 25.15%
Home 2332 18.02%
Debt +333 15,75%
Extent of Retirement .333 13.96%

#p€.05.

Measures of Income Adequacy

Application of three objective standards of in-
come adequacy revealed that approximately 50 per-
cent of single individuals and 25 percent of the
married couples in the lower economic welfare
category (LEW) were classified as income adequate
by the index of poverty standard. However, the
small number of married couples in this category
lacked conclusive evidence. The Bureau of Labor
Statistics Budget for Retired Couples adapted for
individuals revealed that 92 and 94 percent of
the moderate and high economic welfare groups
respectively were categorized as income adequate
with no respondents in the low economic welfare
group. Thirty-five percent of the LEW singles
were classified as income adequate while all of
the moderate and high levels were classified as
such. Of the total sample, 94 percent of the
married and about 80 percent of singles had
adequate income by this measure.

The preretirement, retirement earnings ratio
placed just slightly under one half of the total



respondents in the income adequate category with
respective percentages of 25, 26 and 49 for the
lower, moderate and higher income groups.

The Relationship of Adequacy and Perceived
Adequacy

The relationship of perceived adequacy and objec-
tivelydetermined adequacy by the poverty index
showed that about 65 percent of single individ-
uals and 100 percent of married couples classi-
fied as income adequate likewise indicated
perceived financial adequacy. Almost 80 percent
of the total single respondents, classified as
income adequate, indicated perceptions of income
inadequacy compared to none of the married cou=
ples. Perceptions of financial adequacy by mar-
ried couples were more positive than those of
single individuals.

Comparison of adequacy based on the BLS Model
Budget, and perceived adequacy revealed a direct
relationship with economic welfare level for both
married couples and single individual families.
There was an inverse relationship between econom-
ic welfare level and perceived adequacy for

both individuals and couples classified as having
inadequate economic welfare. An improved econom-
ic situation was related directly to perceptions
of adequacy. Thus it was concluded that there
was a significant relationship between objective-
1y and subjectively measured adequacy.

The Relationship of Economic Welfare and Per-
ceived Adequacy and Satisfaction

Nine items, predetermined as depicting percelived
adequacy, were examined by chi-square in relation
to economic welfare and a significant difference
was found for all of them., Perceptions of
adequacy indicated through ability to buy items
needed, money left over at the end of the month,
adequate financial resources for doctor and
dentist and medical expenses, avoidance of dip-
ping into savings for monthly expenditures and
adding to savings significantly differed among
the three economics welfare levels. In addition,
having discretionary income as opposed to a

major proportion allocated to basic needs such
as shelter, and utilities, planning adequately

in advance for retirement, sensing that needs
were covered adequately or better and evaluating
financial situation as very good or fair reveal-
ed significant differences between the lower,
moderate and high economic welfare levels (Table3).

Seven items representative of perceived satis-
faction were analyzed in relation to economic
welfare by chi-square. A significant difference
existed for six of the seven thus providing
evidence of a relationship between economic wel-
fare and perceived financial satisfaction,
(Table 4), Perceived financial satisfaction
(PFS) as indicated through being able to live
the way desired, lack of a desire for additional
money with which to live, for having saved
adequate financial resources prior to retirement,
ability to buy items wanted, and a level of
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satisfaction depicted as pretty well or more or
less satisfied revealed significant differences
between the low, moderate and higher economic
welfare levels.

TABLE 3. Chi-Square Relationship of Perceived
Adequacy and Economic Welfare Level

X of Respondents by Econocaic df Chi-

Welfare Level Sqauare
Hoderate  Higher

Item Lower Total

Would you say that your financial
situvation is: very good, falr, poor. 7 93 98 97

During the pant year 1 added to
savings or {nvestments. 13 4 70 51 2

& 75.014

55.50%
Are your financial needs covered? 71 89 97 89 4 52.62%

Most of my money goes for food and
utilities. 22 36 69 50 2

I need more money for medical expenses. 44 63 as 2 2

43.05%
41,93%

T ususlly have money left at end of the
month. 34 52 76 61 2

Over the past year I dipped into
savings to mect monthly expenses. 61 53 87 13 2

34.01%

29.89*%

I'm able to buy the things I/ve need. 71 87 9% 88 2 27.37%
I belfeve I/we planned adequatly for

retirement. &2 56 76 L1 2 20,74%

#p €001,

TABLE 4. Chi-Square Relationship of Perceived
Satisfaction and Economic Welfare Level

df  Chi-
Square

1 of Respondents by Econoaic
welfare Level
Higher

Ites Lower Moderate Total

I's able to 1ive the way I want

and do the things I want 15 18 67 31,38%

58.55%
41,994

61 H
53 2
39 2

1 have enough money to travel 8 17 5
I wish I had more money 9 13 79

Are you pretty well satisffed,
more or leas satisfied or not
satisfied at all? 73 82 95 87 4

1'n able to buy the things 1 want. 14 19 67 50 2

40.92%
29.47%

1 wisth I/we had saved more

before retiring. 8 12 26.56%

80 8 2

»p €001

Predictors of Perceived Adequacy and Satisfaction

Discriminant analysis was employed to distinguish
between retirees whose perceptions indicated
financial adequacy comparel to those who perceived
their financial situation as inadequate., Perceiv-
ed financial adequacy and satisfaction as depemr
dent variableswere analyzed with nine selected
demographic variables. 8Six variables, economic
welfare, level of debt, net worth of automobile,
extent of retirement, health and sex were found
as significant predictors of perceived financial
adequacy (Table 5).

Additional analysis identified the significant
function as accounting for approximately 96 per-
cent of the variance with economic welfare and
level of debt the two significant factors within
the function (Table 6),

Comparison of economic welfare and income as pre-
dictors of perceived financial adequacy showed that
economic welfare was a slightly better predictor
based on 96 and 91 percent of variance respective-
ly (Table 7). As individual factors within the
significant function, 34 percent of the variance
was attributed to economic welfare compared to

25 percent accounted for by current income. Econom-—
ic welfare and level of debt were the two
significant variables within the function based on





