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ABSTRACT

PERCEIVED ECONOMIC WELL-BEING OF THREE COHORTS
OF RURAL FEMALE HOUSEHOLD FINANCIAL MANAGERS

By
Constance Young Krat:zer

The purpose of this research was to study the
relationship of locus of control orientation, financial
management practices, and managerial and household
characteristics to the perceived economic well-being (PEWB)
of three cohorts of rural women. PEWB was measured using an
index that included statements abo;;\satisfaction with the
household financial situation and perceptions of income
adequacy and change in financial conditions. The study
assesses which variables were best able to predict PEWB for
each of the cohorts, and the adequacy of the index used to
predict PEWB.

This study utilized data collected for the NC-182
regional research project, "Family resource utilization as a
factor in determining economic well-being of rural
families”, which was supported by Agricultural Experiment
Stations from the eight participating states.

Because people are shaped by the historical times in
which they mature, the cohort to which a woman belongs may
influence the relative contribution of selected independent

variables to perception of economic well-being. Based on



this premise, three cohorts of women were selected from the
larger sample. The women in Cohort 1 reached the age of 18
during the depression years 1929 to 1934, and were 72 to 77
at the time of the study. The women in Cohort 2 reached the
age of 18 in the years between 1950 and 1955 when the
economy was booming and were 51 to 56 at the time of the
study. The women in Cohort 3 were among the first of the
Baby Boom cohort to reach 18 in the years between 1964 and
1968 and were 36 to 42 at the time of the study. The sample
was predominately white, married and middle income.

The results of stepwise regression indicated that the
best predictors were income and locus of control for Cohort
1 (B2 = ,64); income, locus of control, net worth,
education, and financial management practices for Cohort 2
(B2 = ,63); and income, health status, locus of control,
employment status and number of insurance sources for Cohort
3 (R? = .35).

There was not a significant difference in PEWB among
the cohorts, but the predictors and the amount of variance
explained were different. Cohort differences described in
this research have implications for future research and

public policy formulation.
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CHAPTER 1

INTRODUCTION

Economic well-being, or the degree to which families or
individuals have economic adequacy, is assessed in both
subjective and objective terms. At the policy level there
is concern with objective income adequacy in order to
provide at least basic necessities for all citizens.
Objective measures that are used include family or household
income, per capita income, net worth, or debt/income ratio.
The household income also may be compared to standards or
averages to determine adequacy.

Use of objective measures reveal whether a family is
above or below poverty level or how an individual’s income
compares to others of the same age or occupation. But this
type of measure leaves other questions unanswered. For
example, why do some persons perceive their income as
adequate while others at the same income level feel that
their income is insufficient?

Studies of economic well-being have indicated that
while the traditional objective economic factors are
important, (Mammen, Helmick & Metzen, 1983), they are not

sufficient in explaining perceptions of present or
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anticipated well-being (Williams, 1983). A more complete
picture of economic well-being can be obtained if subjective
measures of economic well-being are included.

Perceptions of income adequacy, perception of change in
financial condition and the anticipation of financial
improvement have been found to be indicators of financial
satisfaction. Other indicators of financial satisfaction
are satisfaction with wealth, satisfaction with consumption
and satisfaction with financial security (Davis and Helmick,
1983).

Many of the perceptions individuals have concerning
income adequacy are formed in relation to the economic
history of the time and the particular family or community
in which they grew up. One explanation of why a given
income is perceived as adequate or inadequate may be how
skilled the manager is in utilizing the resources available.
The individuals' perceived control over financial situations
and/or life in general may be another explanation.

?Ef,ﬁémily as well as the social context influences
management practices and locus of control orientation.

These may be moderated by changes in economic climate and/or
changes in family context as the individual grows older.
Individuals' current financial management practices and
locus of control orientation are the result of cumulative

life experiences, and these may be modified by further life

experience.
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As the population of the United States grows older and
the numbers of elderly persons increase, much concern has
been voiced as to the economic well-being of future
retirees. Early economic experiences, family status and the
economic conditions through the life course are cumulative.
Therefore, in order to assess the economic well-being of
future retirees, it is useful to be able to identify aspects
of their economic well-being over the life-course (Hareven,
1981).

Cohorts who will become the elderly of the 21st century
have been on the leading edge of the family revolution
(Goldscheider, 1990). The rapid growth of the labor force
participation of women, the tremendous rise in divorce and
child-rearing outside of marriage, and the overall decline
in marriage and remarriage will be a part of the life-course
experience for these individuals. Women in these cohorts
will enter old age with a different economic history than
many of the women who make up the retirees of today.

The diverse economic histories of the cohorts may
result in different perceptions of economic well-being. 1In
order to explore this premise, the sample for this study was
three cohorts of women. The cohdrts were selected based on
the historical events occurring at the time these women
reached 18 years of age. This is the time period that most
young adults are making decisions about further schooling,

marriage and first jobs. Because people are shaped by the



4
historical times in which they mature, the cohort to which a
woman belongs may influence both whether she is the
financial manager of the household and the relative
contribution of selected independent variables to perception
of economic well-being.

The independent variables and the components of the
dependent variable, perceived economic well-being, that were
used in this study are presented in Figure 1. These include
characteristics of the household and of the manager.
Household characteristics are: income, number of sources of
income, number of types of insurance, net worth, debt/income
ratio, health and household size. Manager characteristics
are divided into two parts: demographics include the cohort
to which one belongs, education attained, marital and
employment status and race, while behavioral characteristics
include locus of control orientation and financial
management practices.

The economic well-being of tomorrow's older women is
shaped by their educational attainment, employment history
and family status. This study examined three cohorts of
women who have had different life experiences to explore
differences in the factors that determined their perceived
economic well-being.

The opportunity for women to study for a degree, to
take a job or pursue a career has been increasing since the

1950's (Ogden, 1986). Even though more women are employed,
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the employment experience of women and men is not yet equal.
Men are much more likely to have a continuous work history,
are employed in a wider variety of occupations, have higher
work earnings and better retirement benefits (Kahne, 1985).
However, womens' economic well-being is tied increasingly to
their own work history.

Married couple families have higher per capita incomes
than unmarried individuals (Coulson, 1990; Family Economics
Review, 1988). Unmarried men, on the average, have higher
incomes than unmarried women. Current lower marriage and
remarriage rates could affect economic well-being of future
cohorts.

Women are usually poorer after a divorce than they were
before. Women more often have custody of minor children,
and child support payments are frequently inadequate or

nonexistent. One effect of increased demands on less income

is an inability to save for (uture financial seéurity.
‘Growing up in a single parent hous;hold ﬁaf_ﬁff;éﬁ the
future economic well-being of the children as well. They
may be unable to attend college or have to borrow money for
-school and start their young aﬁult lives with heavy debt
repayments (Wallerstein, 1989).

Female life expectancy has continued to increase
relative to that for males (Hess, 1985). Currently, by age

65 more women than men are living alone and are poorer than

men. Poverty in old age is overwhelmingly a problem for
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older widows and single women. The income of older
unmarried women is about 40 percent of the income available
to older married women (Uhlenberg and Salmon, 1986). The
unmarried woman may find it more difficult to save as a
result of lower economic resources over the life course.

Public policy with respect to the elderly has not been
gender neutral (Hess, 1985). Despite the fact that the
majority of elderly persons are female, most policies
reflect traditional gender roles and family structures and
have been framed in terms of the male life course. For
example, Social Security benefits for widows are tied to the
husband's earnings. Social Security benefits for unmarried
women are frequently lower, reflecting the lower earnings in
more traditional women's occupations. The occupations held
by men are more likely to provide private pensions, and most
of these pension plans do not provide automatic widow
benefits even though more recent legislation has sought to
correct these inequities.

This study was conducted in order gé 1earn morerabopg _

the economic well-being of future cohorts of q}der women.

Tt i e i

.k”The information gained can be used by educators, both formal

and informal, to increase their understanding of family

is the same. Programs can be developed to help families
manage financial resources in order to increase the

satisfaction with their financial condition. The results

v
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also can be used to evaluate public policies so that they
can better meet the needs of future cohorts, particularly of

women.
7/

urpose of t tud

The purpose of this research was to study the
relationship of locus of control orientation, financial
management practices, managerial characteristics, and
household characteristics to the perceived economic well-
being of three cohorts of rural women. This study builds on
the work of Davis & Helmick (1985) who measured financial
satisfaction using a combination of objective and subjective
indicators. Perceived income adequacy and perception of
changes in financial conditions were added to the
satisfaction measures to create an index of perceived
economic well-being. - The study assessed which variables
were best able to predict perceived economic well-being,
whether the strength of the predictors varied among the
cohorts, and the adequacy of the index used to measure the
outcome variable of perceived economic well-being.

The three dimensions of perception of economic well-
being that were explored were 1) satisfaction with current
financial situation 2) perceived income adequacy and 3)
perception of changes in financial cohdition over time.
Objective income was measured by 1) income, 2) debt/income

ratio and 3) net worth and was used to determine the
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potential of these objective measures to predict perceived
economic well-being. The relationship of managerial and
household characteristics such as education, marital status,
health, and employment to perceived economic well-being also

was studied.

elatjons -

This study utilized data collected for the NC-182
regional research project, "Family resource utilization as a
factor in determining economic well-being of rural
families", subsequently. referred to as the core study.
Support for the core study was provided by Agricultural
Experiment stations and the California Cooperative Extension
Service. Eight states are involved in the project:

Arizona, California, Illinois, Indiana, Iowa, Kansas,
Michigan and Minnesota. This study used data collected from
three cohorts of female financial managers from all eight
states.

The core research project (NC-182) focused on the
effects of family resource utilization in determining the
economic well-being of rural families. The study has two
primary foci: model development, instrumentation and data
collection; and dissemination of research findings to the
public and professional sectors (Bauer, 1990). Data were
collected from over 2500 families in economically

growing/sustaining and declining rural areas. In addition
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to assessing demographic and external factors, measures of
functioning styles, interpersonal relations and family
resource use were employed. The scope and magnitude of the
core data facilitated this study of differences among

cohorts in perceived economic well-being.

onceptu mewo
um cologica amewor

This research utilized a human ecological framework.
The human ecological approach focuses on human beings
interacting with their environment. The environment can be
defined as the sum total of the physical, biological,
social, economic, political, aesthetic, and structural
surrounding of the individual or household (Bubolz, Eicher,
& Sontag, 1979). The individual or unit in interaction with
its environment is called an ecosystem.

An ecosystem approach to qgigg over time is especially
appropriate as each cohort represents a unique set of
ecological actors. Current research points to several
distinctive features: (1) older persons appear to be more
sensitive to environment variation (2) the local
environment for action and choice constricts with old age
(Ward, La Gory, & Sherman, 1988) and (3) while individual
response to environmental change may be patterned and

normative in early life it becomes increasingly less so in
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middle age and late adulthood (Campbell, Abolafia, & Maddox,
1985).

. Persopal'rgsources/characteristics are influenced by
the external environmen£>and the individual's interactioﬁ‘
with this environment. Locus of control orientation is a
personal characteristic that influences how one perceives
the environment. In this study the personal characteristics
such as financial management practices and locus of control
orientation influence how the individual manager interacts
with the environment.<?hg interacE§Q§ Fg be studied is

between persons with these characteristics and different

external environments, such as socio-cultural norms for
. : . - P A N { .

~ s el .

marriage/school/work and gconomid cdnditions of the three
cohorts of women.
Life Course Perspectjive

The life course is a progression through time. The
life course perspective looks at all aspects of the
individual's life from chronological age to the social and
historical setting. Although biological age is an influence
in the individual's life, its effect cannot be understood
adequately without reference to the life course. Current
health and expectations for future health are dependent on
past health. The timing of certain life events such as
marriage or birth of children is influenced by biological
age as well as the social condition at the time. Lives are

played out in particular social and historical circumstances
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that must be understood if the life course of the individual
is to be understood.

As individuals change and reaqt in response to the
social and historical times in which they are living, those
changes also affect the society and create change. For
example, as more women have entered the work place, both the
life course of women and the nature of the work place has
changed. Women may enter the world of work because of
intrinsic reasons, economic conditions or historical events
that create a need. The individual woman's expectations of
work and life are changed as a result of work experience as
are the expectations about work of the cohorts of women who
follow. The life course perspective and the human
ecological framework are very compatible. In both, the
individual responds to the changes in the social and
historical setting, and in turn changes the social
institutions. The life course perspective follows this
interaction between the individual and the environment over
time. The interaction over time or the cumulative effect
becomes part of the individuals' particular history and
affects current and future responses.

The study of céhorts from a life course perspectiv3 can
provide information about the contribution of cumulative
life events of a particular cohort to the perception of both

current and future economic well-being. The study may help
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to determine how perception of economic well-being is shaped

by the historical context in which lives are lived.

Assumptions

Assumptions of the Ecological Perspective

1'

An organism interacts with its environment and is able
to either adjust to the environment or alter the
environment.

The family is the principal context in which human
development takes place.

Human development is influenced both by the
chronological age development of the individual and the
passing of tim;‘;n the environments in which
development takes place, influencing the nature of
change.

Human beings set goals. Adaptation is goal-oriented.
Families adapt to or cope with circumstances as they
are perceived by the family.

Environments are physical-biological as well as social-
cultural and both subjective and objective.
Environments pose limitations and constraints as well
as possibilities and opportunities. (Andrews, Bubolz,
& Paolucci, 1980; Brofenbrenner, 1986; Bubolz, Eicher,

Sontag, 1979; Jungen, 1985).
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Assumptions of the Life Course Perspective

1. Aging consists of chronological age and biological and
psychological correlates.

2. Social time affects aging in defining the norms for
when transitions or accomplishments are expected to
occur.

3. The age at which individuals enter new social roles may
vary, but the expectations are still important.

4. Every life is anchored in a particular socio-cultural
context and geographical region.

5. Every life is lived out in a particular historical
time.

6. Life events are cumulative over time (Clausen, 1986).

Assumptions of the Study

1. There will be differences among the age cohorts of
women in the study as a result of the unique socio-
cultural and historical experiences of each cohort.

2. The respondents can assess their subjective family
income adequacy and their satisfaction with perceived
family income.

3. The respondents have accurately reported the objective'/

information used in this study.

Limjtations
This study used a mailed questionnaire which limits

responses to only the questions included, but variables
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other than those identified by the researcher may affect
the results. Although questionnaires can provide |
information about gqq}p-psthqlogical factorg, what the
respondent is actually feeling or thinking in relation to
the total situation is difficult to assess from a simple

responée. The questionnaire was mailed to a random sample
witﬂ‘;;;ﬁt 30-35% response rate. It may be that those /
persons who responded differ from those who did not respond.
The household financial manager was self-selected and
only one person in the household could be designated as
such. The possibility of joint financial managers is
therefore excluded. Also in those households where the only
adult was a widowed or divorced female financial manager,
there is no way to know if the financial manager role was
freely chosen or assumed by default wvhen there was no longer
a spouse present. There is a question as to how accurate
people are in reporting financial informgtign: There also
is the possibility that responses felt to be socially
acceptable were given in some instances. The saﬁpiéfis of

rural households, so care must be taken in generalizing the

results to households in suburban or urban areas.



CHAPTER I1I

REVIEW OF LITERATURE

Research and related literature are reviewed in five
categories. These categories are economic well-being, life
course perspective, human ecological approach and cohort
studies, locus of control construct, financial management
practices and rural families.

Economic Well-Being

- Economic well being is one of the indicators used to
measure quality pf life. Early attempts to measure economic
well-being were foé;sed on objective measures such as per
capita income. Objective indicators were used on the
assumbtion that the economic conditions exerted an influence
on the individual or family independent of social context
(Fletcher & Lorenz, 1985). ~“As objective measures do not
take into account quality measures and mental processes
important to individual perceptions, subjective measures
were added to provide this information.

Instead of one or the other, researchers have begun to
use a combination of the two forms of measurement. One
reason for the addition of subjective data is that objective

—

data such as income and expenditure surveys are expensive

16
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and time consuming to obtain. Also additional simplifying
is needed for analysis of objective data. Subjective data
are simple to obtain and relatively inexpensive and have
been found to add to the understanding of economic well-
being. The use of objective information only does not take
into account individual and family differences in
perceptions. Statistics on income and wealth provide
information on objective conditions but not enough about
economic well-being i.e. how well individuals manage their
affairs and 'make ends meet'. Objective measures do not
provide information about the effect of the economic
situation on over all well-being and mental health
(Strumpel, 1976). However, the use of subjective data only
may be misleading if people have become resigned to their
level of income and have adapted to it (Fletcher & Lorenz,
1985).

Campbell (1981) distinguishes between objective
welfare, which is represented by sufficient income, and
well-being which he defined as a sense of satisfaction with
a particular domain such as economic status or life in
general. - Objective conditions contribute to well-being in
the degree to which they provide positive and satisfying
experiences and contribute to peoples' satisfaction with

life. ; Previous research has shown that(satisfaction with

income is related to a sense of well-being. - The extent to

which income level affects the individual's sense of well-
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being depends upon past experiences as well as upon the
social environment, values and ideas about fairness and .

’

equity (Strumpel, 1976).” Individuals measure their income
against the societal average and are more or less satisfied
depending on how they perceive their income to match the
average (Ackerman & Paolucci, 1983).

A measure of reference has been poverty thresholds,
i.e. whether one is above or below the_;;;;me defined as the
poverty level. The dollar value assigned to poverty level
is most often determined by multiplying the cost of the
economy level food plan by three. This is adjusted for the
number, age, and gender of persons in the household as well
as regions of the country. These figures are published by
the United States Department of Agriculture (USDA). Income
as related to age of household head has been another
reference point. Several reports have compared income of
older and younger households (Institute of Rural Poverty,
1983; Radner, 1987; Ryscavage, 1987). In 1966, the average
income of families, head 65 and over, was 49% of the average
income for all families. In the decade of the 70's Social
Security payments were increased and an automatic cost of
living adjustment, tying benefits to the Consumer Price
Index, was instituted. By 1983 this average income for
older families was 63% of the average income for all

families (Institute of Rural Poverty, 1983). It has been

noted that factors other than income need to be considered
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in comparing households of older and younger adults. Older
households are more likely to own their homes and have fewer
household members. Another factor is marital status. The
median income in 1985 for families, head 65 and over, was
$19,162 contrasted to $7,568 for unrelated adults over 65.
For households, head 25 to 34, the median income for
families was $26,023 and for unrelated individuals $17,211.
The gap between old and young was greater for unrelated
adults than for families (Ryscavage, 1987). These studies
reported only objective measures of income. In order to
know more about the economic well-being of younger and older
households, studies have added subjective measures related
to satisfaction with income and other aspects of their
financial situation.

Metzen and Helmick (1975) developed the income
improvement index to measure how the addition of a secondary
worker's income affected family income adequacy. 'In order
to assess the relative economic well-being of famiiies, it
was necessary that family income be considered in the
context of family size and composition; A family's
essential income was considered to be three times the
econonmy level food plan of the USDA. Base income was
defined as the income contributed by the primary worker (in
this study, the husband) and income from sources other than
earnings. An income adequacy index was derived by dividing

base income by eséential family income. They found that
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contribution of the secondary income was more important to
family income adequacy where the base income was below or
close to the essential family income. As base income
increased in relation to essential family income, the
contribution of the secondary income to family income
adequacy declined.

Metzen and Helmick's (1975) finding of marq;gg}‘;gggzgs“
on increased income after a certain level is reached is
supported by the following studies. Campbell (1981) found
that individuals who are materially well off have stronger
feelings of well-being than those at the bottom of the
ladder. However income and material goods were not
sufficient to guarantee well-being or the health of the
family system. Foa and Foa (1973) stated that a shortage of
non-economic resources can result in economic and ecological
costs. The less one is satisfied spiritually and
emotionally, the greater the demand for material goods. But
economic goods, even in increasing amounts, are not
conducive to ever increasing satisfaction. Foa and Foa also
suggested that provision of psychological non-economic
resources may reduce the demand for economic ones and
increase satisfaction.

Various measures of economic well-being have been used
in studies of the concept. Fletcher and Lorenz (1985) used
total family income and satisfaction with family income to

measure economic well-being for different age, sex and
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racial groups. They found that there was a less strong
relationship between subjective income and objective income
for older respondents than for younger ones. Satisfaction
with income increased with age without a corresponding
increase in income. There were no differences in females
and males in the strength of relationship nor between the
races. For both groups, increases in family income were
directly related to increases in satisfaction with family
income. The nonwhites were less satisfied over all but the
relationship was the same.

Ackerman & Paolucci (1983) studied subjective and
objective income adequacy as related to over-all life
quality. Objective income was measured by comparing the
reported income to the moderate income of the Bureau of
Labor Statistics budgets adjusted for area of the country
and family size. Perceived income adequacy was measured by
asking if the family income was enough for the family to
live as comfortably as they liked. They found that life
quality measures of satisfaction increased with an increase
in either subjective or objective income adequacy. However,
subjective adequacy accounted for more variation of scores
on satisfaction with income and over-all life quality, while
objective adequacy was more related to satisfaction with
consumption. Subjective adequacy is more personal and

unique to the family involved, as is consumption.
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The findings of Ackerman and Paolucci (1983) agree with
findings of other studies relating objective income adequacy
to satisfaction with family income. Satisfaction has been
found to increase most at the extremes of income
distribution. Increases in objective income for those
groups having lower incomes and for the group with the
highest objective income resulted in significant increases
in subjective adequacy for these groups. For those income
groups in the middle of the objective income distribution,
subjective adequacy did not increase significantly with an
increase in actual income (Campbell, 1981; Douthitt,
MacDonald, & Mullis, 1990; Strumpel, 1976).

In a study of factors contributing to quality of life,
middle-aged, married women were asked to rate the importance
of life concerns (Sontag, Bubolz, & Slocum, 1979). The
respondents were asked to indicate the degree of
satisfaction or dissatisfaction with the domains listed as
important. Respondents also were asked to indicate how
satisfied they were with the degree to which important
values were being fulfilled. Family life, children, and
love and affection were rated the most important aspects of
life. Financial security and total family income were rated
sixth and ninth respectively, although at least 80 percent
considered both factors of very high or high importance.

Most of the women were satisfied with their family life
and children. Though 35% were very satisfied with their
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total family income, 20% had mixed feelings or were very
dissatisfied with family income. Feelings about life-as-a-
whole were most influenced by satisfaction with family life,
self, family income and housing (Sontag, Bubolz, & Slocun,
1979). Their life concerns reflect both material and human
resources as contributing to perception of quality of life.
Satisfaction with family income was a contributing factor
but family life was a more significant predictor.

The quality of life of middle aged women was studied
further to discover the relationship of various stressors
and resources to quality of life. The variables studied
included family, economic stressors and health stressors,
and resources represented by level of income, employment
status and education. Income adequacy, marital happiness
and quality of family life were used as both dependent and
independent variables. Level of income, number of
dependents, employment status and education were directly
related to income adequacy but not to other domains of life.
Income adequacy was related to quality of family life.
Health stressors appear to affect all aspects of life as
they were related to income adequacy, health symptoms
marital happiness, quality of family and quality of life
(Walker, Lee, Bubolz and Keefe, 1990).

A study of factors affecting quality of family life for
mid-life men and women found marital happiness to be the

strongest predictor of quality of family life. Income
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adequacy, health symptoms and education were among other
variables that had a direct influence. Income adequacy had
a positive effect, with health stressors and educational
level relating negatively to quality of family life. More
health symptoms were negatively related to marital
happiness, while the higher the income adequacy and the more
money management strategies used, the greater the marital
happiness rating. Income adequacy was positively related to
higher levels of income and education, and negatively
related to a higher discrepancy between money management
strategies desired and those employed. For women, perceived
income adequacy was more important to quality of family life
than per capita income, while for men perceived income
adequacy had no effect on quality of family life and per
capita income had a direct effect (Walker, Bubolz & Lee,
1991).

Three objective measures of economic well-being were
used in a study to examine the relationship between an
individual's perceived over all life satisfaction and
economic well-being (Douthitt, MacDonald, & Mullis, 1990).
The three measures included (1) Modigliani and Brumberg's
"Life Cycle Income Hypothesis" which states that consumers'
sense of well-being is contingent on their being able to
maintain a relatively level pattern of consumption over the
life course, (2) Duesenberry's "Relative Income Hypothesis"

which argues that the consumer's reference groups have a
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direct impact on the extent to which economic resources are
regarded to be adequate or inadequate and (3) Kyrk's
"Resource Deficit Hypothesis" which suggests that the
greater the discrepancy between the consumers' actual
economic resources and the level that one aspires to the
lower the reported psychological well-being.

(/Results from each of the three measures supported the
relationship between current income and overall life
satisfaction, with satisfaction increasing with higher
income levels. Life cycle stage also was found to be a
factor in expl;ining life satisfaction. The study did not
examine whether this was due to demands on income or other
family factors. All three models of economic well-being
were useful in explaining,psychﬁlogical well-being. But the
"Relative Income Hypothesis"™ model explained the largest
percentage of variance in life satisfaction. Results
indicate that how far the consumer is from average in terms
of expenditure patterns is important. If income is held
constant and expenditures increase above those of the
average household, satisfaction is diminished. sSatisfaction
is increased when expenditures are less than average,
holding income constant (Douthitt, MacDonald, & Mullis,
1990) .

Several recent studies have attempted to further define
the concepts of economic well-being and perception of

economic well-being and to determine which variables should
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be included in the measure (Hayhoe, 1990; Porter & Garman,
1990; Bauer, Danes, & Rettig, 1990). Although a systems
approach to family well-being assumes the interdependence of
economic, social-psychological and physical attributes and
conditions, the concept of economic well-being is not
clearly defined. It is often assumed that economic well-
being is the same for everyone and that it does not
influence other aspects of family well-being. Bauer,
Rettig & Danes (1990) outlined a comprehensive measure of
economic well being including subjective and objectives
indicators at the global and micro-unit level over time.
They proposed that the purpose of a given study would guide
which measures to be stressed. An example used was when
health concerns are the focus of the study a more
comprehensive measure of economic well-being is appropriate
as the flow of money income can be influenced be a decline
in health. Income, level of insurance and family wealth may
be variables of interest when focusing on health concerns.

Health status can affect resources available by
limiting ability to work and creating additional demands on
resources. This inability to work and increased demand on
resources may be reflected in perception of economic well-
being (Hayhoe, 1990). The cost of poor health is of great
concern to older persons. About 65% of elderly persons are
covered by some type of private health insurance. About 27%

of health care costs are out of pocket (Ebersole & Hess,
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1985). About 30% of the total personal health care
expenditures are made by elderly persons even though they
make up about 11% of the population.

Measures of health or health status have been included
in studies of satisfaction with quality of life and the
financial domain, perceived economic well-being, and
financial satisfaction (Davis & Helmick, 1983; Helmick &
Metzen, 1983: Slusher, Helmick & Metzen, 1983). Health was
related to life satisfaction for men but not for women and
was not found to be a significant factor in the other
studies. The form of measurement used and the lack of
variance in measured health status for women was suggested
as reasons for this finding (Helmick & Metzen, 1983). It
was suggested that future studies include a measure of
health and of costs related to health.

Hayhoe (1990) tested the extent to which active
participation in financial management in the household
contributed to perceived economic well-being. Perceived
economic well-being was measured by responses to questions
of satisfaction with level of income, money available for
necessities, and financial emergencies, amount of money
owed, level of savings for future needs and feelings about
the families' economic and financial security. The input
variables included total income, number of years married,
number of people in the family, age, health status, locus

of control, respondent's view of future and past financial
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condition, reference to the outcome of others, and
involvement in the family's financial decision making
process. Income, improvement of financial situation over
the past 5 years; and reference to outcomes of others were
significantly related to higher perceived economic wellf
being while more external locus of control, low expectations
for financial futures, being employed and involvement in
financial decision making were negatively related to
perceived economic well-being for women. Health was not
significantly related to perceived economic well-being for
women, though it was for men.

The difficulties of comparing well-being of different
size households was addressed by Blaylock and Blisard
(1990). The use cf(per capita incomg assumes no economies
of scale; whereas the use of household income fails to take
into account the demands of that income. Per capita income
measures put black households at the lowest income levels,
as they tend to have larger households. Howéver, the use of

household income tends to over report single persons at the
lower income levels. Other incé;é ;djustment scales in use
also introduce bias, so the method used needs to be selected
carefully, and taken into account in interpreting results//
Family economic well-being is not only dependent on the
income and the internal conditions in the family but also on

conditions outside or external to the family. The economic

conditions of the country and the culture influence how the
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individual or family perceives income in relation to their
cohorts and affects their feelings of well-being (Moen,
Kain, & Elder, 1983).

Moen, Kain, & Elder presented a model of economic loss
to study the effect of change in economic status (1983).
Families tend to judge their current economic status on the
basis of past economic conditions as well as their future
expectations. This model is supported by the research
findings that perceived change and expectations for the
future were predictors of satisfaction with family income
(Davis & Helmick, 1985, Hafstrom and Dunsing, 1973; Yaar,
1976). Changes in conditions external to the family such as
inflation, recession or wars affect the family's sense of
security. Fear of job loss or concern that current income
or savings will be inadequate frequently results in
diminished perception of economic well-being even though
income is unchanged. Changes internal to the family such as
illness of a member or change in family composition may have
the same effect. Changes in family composition may be
additions to the family such as the birth of a child or an
aging parent joining the household, or decreases through
divorce or widowhood. These may be reflected in increased
demands or decreased resources resulting in a decrease in
feelings of economic well-being.

The degree to which any of the above listed changes
affect economic well-being is shaped by the individual's
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definition of the situation. This definition is determined
by the feelings individuals have in regards to control of
their lives, resources available and past history (Moen,
Kain, & Elder, 1985). For example, change in family
composition through divorce frequently results in fewer
economic resources for families as they must establish
separate residences. The change in economic status and the
feeling of lack of control may have as much of an impact on
perceived economic well-being as the actual income
available. As current status is compared to the family's
former economic condition, feelings of economic well-being
may be diminished. Previous experience of overcoming
adversity and/or high expectations for the future can have a
positive effect on perceived economic well-being (Moen,
Kain, & Elder, 1983; Wallerstein & Blakeslee, 1989).

Multivariate regression analysis was used to identify
the factors having the greatest impact on financial
satisfaction in a study by Davis and Helmick (1985).
Financial satisfaction was measured using an additive index
including satisfaction with consumption level, satisfaction
with wealth, and satisfaction with financial security. The
measure of financial security included satisfaction with
proportion of income saved, satisfaction with emergency
reserves and satisfaction with future financial security.
Inputs included family income, family net worth, debt/income

ratio, remaining number of child-rearing years, and number
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of earners. Also included were desire for financial
improvement and perceived change in financial condition as
reference point variables.

Husbands and wives from each of three states were
analyzed, creating six groups. In each of the six groups,
desire for financial improvement and perceived change in
financial improvement emerged as strong predictors of
financial satisfaction. Net worth was a strong predictor in
four of the groups, while family income was not a strong
predictor in any of the groups (Davis & Helmick, 1985). The
findings are consistent with previous research results.
Objective indicators such as family income or net worth have
a significant influence on the measure of financial
satisfaction. The best predictors, however, appear to be
perceived change in financial condition and desire for
financial improvement. Previous studies have found both to
be significant predictors of financial satisfaction

(Hafstrom and Dunsing, 1973; Yaar, 1976).

once
Life Course Perspective

The life course perspective focuses on the interaction
between individuals and collective timing of family
transitions as they are shaped by different historical

conditions. The life-course approach links the individual's
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life story with collective behavior as part of an ongoing
continuum of historical change (Hareven, 1981).

The most obvious dimension in the study of the life
course is aging or life time. Aging is composed of
biological, psychological and social processes. Lives are
played out in particular social and historical circumstances
that must be recognized if the life course of the individual
is to be understood. Social time may be defined as the set
of norms that specify when particular life transitions or
accomplishments are expected to occur in a particular
culture or segment of society. Historical time refers to
macro-developments, often represented by one major event
such as the Great Depression, or a world war. Historical
events may directly affect social time (Campbell, Abolafia,
& Maddox, 1985; Hareven, 1981; Clausen, 1986).

As individuals develop and change, social institutions
both limit alternatives and are changed by new demands
placed on them. The relationship between individuals and
society are interactive and dialectic (Campbell, Abolafia, &
Maddox, 1985; Elder, 1978).

Development and change occur throughout the life
course. According to Campbell, Abolafia, and Maddox (1985),
change may be patterned and normative in early life, but
becomes increasingly less so in middle age and late
adulthood. Schaie and Willis (1986) state that age graded

influences may be more important in childhood and old age,
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with history graded and non-normative changes more important
in early and middle adulthood. "Cohort effects" on
adolescents may be greater than the effect of age alone
(Schiamberg, 1988). 1Individuals in different birth cohorts
are likely to have experienged different or unequal
historical circumstances that result in differing paths of
development. Thus a full understanding of the historical
background of an individual is an important dimension of the
life-span perspective.

How an individual moves through the life course is
dependent on (1) the person's own attributes such as
intelligence and health, (2) the sources of socialization,
support and guidance that provide the individual's initial
orientation to the world (e.g.family and peers), (3) the
opportunities available to the person as influenced by
class, age, gender,and ethnic group as well as the effects
of war, depression and other major social changes that
affect particular birth cohorts differently and (4)
individuals' investments of effort on their own behalf
(Clausen, 1986).

Latten (1989) explored life-éourse patterns to
determine if there was a general life course of life
satisfaction for everyone irrespective of cohort. Using
data collected from 3 year age groups from 18 to 75+ at four
different time periods, he found that the similarity in life

satisfaction curves was striking. At around age 30 a
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decline starts which reaches its lowest point in midlife.
Thereafter the curve begins to turn upward. From this,
Latten concluded that there is a general life course for all
persons regarding satisfaction with life, but this general
level of satisfaction is not dominating. Fluctuations in
the individual's life-course are more important than the
general course.

Hareven (1981) used the life course perspective to
discuss historical changes in the timing of family
transitions. Life course is concerned with the timing of
transitions over an individual's career, particularly the
balancing of entry and exit from roles as they relate to
collective family behavior. A second important feature is
the impact of historical processes on the individual and
family transitions. A third feature of the life course is
the cumulative effect of earlier transitions on later ones.
The adaptation of individuals to social and economic
conditions when they reach old age is contingent on the
paths by which they reach old age.

The cumulative effect of life course experiences is
documented in Elder's Children of the Great Depression.
Within the same cohort of unemployed adults, coping
abilities differed not only in terms of availability of
resources and family backgrounds but also in terms of
earlier transitions-such as how long the individual had been

working (Elder, 1974).
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The life course perspective combines the approaches of
family change and social change and recognizes the interplay
between external economic change and internal family
experience. Moen, Kain, and Elder (1983) use this approach
in developing a construct of family economy, which views the
family as a flexible unit whose economic status depends upon
its family members as well as the workings of the outside
economy. Economic adversity affects conditions in the home.
These conditions prompt adaptations, which in turn prompt
economic change. For example, more family members may enter
the work force, which will have a cumulative effect on-the
economy at large.
Human Ecologjcal Approach

. fhe human ecological approach includes human beings

interacting with the total environment. It assumes that the
development of a human being is affected by and affects not
only the immediate situation or system of which it is a part
but all systems that directly or indirectly relate to it.
The delimitation of human ecology to the immediate or near
home and living environment does not exclude the
consideration of broad-based complex societal problems such
as population growth, use of energy resources, pollution and
resource distribution (Kilsdonk, 1983). The nearer the
environment, the more influence it has on the individual,
but all environments influence and are influenced by the

individual.
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. The environment can be divided into three interacting
quﬁronmepts: the natural physical-biological environment,
which includes physical and biological components; the human
built environment which includes alterations and
transformations made by humans to the natural environment
(e.g. roads, urban settlements, oil spills); and the social-
cultural environment. The social-cultural environment
includes 1) other human beings, 2) abstract cultural
constructions such as language, laws, and cultural patterns,
and 3) social and economic institutions (Bubolz & Sontag,
1991). The ecological approach involves the human being
interacting with these three environments as well as the
interactions of the environments with each other:\/

The individual or family selects, shapes and modifies
its near environment to be consistent with its goals and
values. The adequacy of the near environment for the
achievement of goals will depend in part on the family's
management plan. Adequacy also will be determined by the
resources available for use and the individual's perceived

needs and expectations.

organisms in relation to their environment. He continues to
say that all species live in characteristic habitats and
engage in a form of behavior called habitat selection. This
selection of habitat is an active process in which certain

cues play an important role, so that 'psychological' factors
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may be as important as physiological in making choices. For
humans, cultural characteristics play a large part in
determining which environments are seen to be supportive.
Whenever they can people leave undesirable or unsuitable
environments and seek out more suitable ones. The choice of
environment is based on culture, and more specifically,
lifestyle and activity systems. Lack of choice may in
itself be a major environmental problem.

< Aging takes place in and is affectéd by the environment
of the individual. Although all of the environments
interact with one another, in the human ecosystem the
interaction between people and their environment is the most
important to individual well-being. Thus it would appear
that the interaction of the individual with the economic
insp%@utionsrin the environment would have an effect on the
economic well-being of the individual.
cohort Studjes

A cohort is a group that moves along together through

the life course and experiences historical events at the
same time. A cohort may be a group who were born the same
year and would be the same age, or it could be a group that
experienced a given phenomenon at the same time. For
example, a work cohort would be all those persons who
started work at the same time. The cohorts' placement in
historical time provides information about the opportunities

available and the constraints that are placed on its
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members. An understanding of an individual's current
position and perspective of the future depends on that
individual's cumulative life history and the location in
historical time (Clausen, 1986; Kain, 1990; Hareven, 1983).

Each cohort has a distinctive composition and is
predisposed to characteristic modes of thought reflecting
the circumstances of its unique place in history. Cohorts
experience somewhat different cultures or subcultures
(Clausen, 1986; Ryder, 1965). A cohort may differ in size
relative to the one before and after it, in educational
attainment and income levels. Cohorts differ in the way
they experience historical factors such as the economic
conditions at a particular transition time. Cohorts are not
homogeneous but have differences within. These differences
may influence how individuals within the cohort are affected
by the social and historical experiences of the cohort
(Campbell, Abolafia, & Maddox, 1985; Ryder, 1965).

Cohort analysis may be used to study the cohort flow
and cohort differences (Ryder, 1965). Elder (1974) used the
cohort concept to look at differences within the cohort of
the effect of the same historical experience as well as
differences in the way cohorts experience the same
historical phenomenon.

The influence of cohort size on personal welfare was
described by Easterlin (1987). Easterlin's thesis is that

cohort size shapes the economic climate felt by young adults
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and this in turn affects their attitudes and behaviors in
relation to work, marriage, childbearing and aspired
standard of living. Smaller cohorts have an advantage as
they have fewer competitors for jobs.

Farraro (1990) studied retirement preparation of
different cohorts in 1974 and 1981 to explore Easterlin's
thesis. Retirement preparation was measured by response to
eight questions about activities related to retirement
planning. These included such items as increasing savings,
buying a home, preparing a will and development of leisure
activities. It was expected that earlier cohorts would
prepare more as they were closer to retirement. Also
according to Easterlin's theory, as these earlier cohorts
were smaller in size, they would have had the advantage of
less competition for employment and advancement. Thus they
would be in a better financial position to save. He found
that retirement preparation varied considerably over the
life course and between cohorts. As expected, in 1974 the
earlier cohorts (birth years 1929-1935 and 1936-1942) had
made more preparation. These cohorts were older and smaller
and had grown up in conservative financial times. But in
1981, the Baby Boomer cohort (birth years 1950-1956) had
increased their savings more than these two cohorts. One
explanation for this was that even though this was a large

cohort they entered the work force in a unique social
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climate. Their preparation reflected a major change in
values and looking forward to early retirement. The
decrease in retirement preparation from 1974 to 1981 in the
older cohort reflected the period effect of a depressed
economy, high energy costs, inflation, government cutbacks
and unemployment. Cohort effects were still evident but
were modified by historical and social context.

Burns (190) studied retirement saving of the Baby Boom
cohort and an earlier cohort using data from‘the 1983 Survey
of Consumer Finances. Because the Baby Boom cohort is so
much larger than previous groups, it is believed that they
exhibit different economic behavior than earlier population
groups. The sample consisted of households which contained
a head of household between the ages of 27 and 37 in 1960
and 1983 and focused on privately provided retirement assets
and net worth. Measures for comparison that were created
were private retirement assets/income ratio and net
worth/income ratio. The variation in demographic
characteristics reflected changes in the society over that
time. The 1983 cohort was more educated, had more female
head of households, and was more likely to be a divorced or
separated head of household. The 1963 sample had larger
households and fewer earners in the spending unit. There
were no significant differences in the net worth/income
ratio and the retirement assets/income ratio for the two

groups. This would indicate that the Baby Boom cohort is
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not different from earlier cohorts in their retirement
preparation.

Ryff (1985) has suggested the use of cohort studies to
separate out cohort effects from aging effects. Rossi
(1985) criticized previous literature on adult personality
development of 'cohort particularity' i.e. it is based on
findings of studies of persons born between 1920 and 1930
and has not been updated. The personality traits of that
cohort may have resulted from the social and economic
conditions of that period. Later cohorts of the same
chronological age may develop different personality traits
as the social and economic conditions vary. Studies using
only men as subjects also have been criticized (Ryff, 1985).
Cohort is particularly important in comparing women of the
same age at different points in time. The women of 50 in
1960 may have a very different set of values and
expectations in comparison to the woman who will be 50 in
1990 (Block, Davidson, & Grambs, 1981).

Hareven (1983) suggests that there has been an
historical shift in the timing of passage from one role to
another in families with timing becoming characterized by
greater uniformity. She found that cohorts varied in how
they segmented the life course and what they viewed as key
transitions. Older cohorts were found to be less conscious
of stages. Younger cohorts were more conscious of timing

and transitions and were found to prefer earlier ages for
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educational/occupational events and later ages for family
events. An historical consideration of family places some
changes in proper context (Fallo-Mitchell & Ryff, 1982;
Hareven, 1983).

The women in Cohort 1 were 72 to 77 years of age at the
time of the study. These women reached the age of 18 during
the depression years of 1929 to 1934. The economic
conditions at the time made it difficult to find work and
educational opportunities were limited. The 1930 census
counted 23 million housewives and 10 million women in
gainful employment. Unemployment figures climbed from 8.7%
in 1930 to 23.6% in 1932 for all persons 16 to 64 (Ogden,
1986) . Women who worked in the 1930's were predominantly in
domestic employment, elementary teaching or replaced men in
menial jobs for which women were paid less.

Marriage to a good provider was considered the most

lucrative career. Marriage was often postponed due to
financial circumstances and fewer children were born to
those couples who married, as children were considered an
economic liability (Ebersole & Hess, 1985; Wetzel,b 1990).
For many women it became a challenge to make the most of
limited resources as their husbands lost their jobs and a
paycheck was no longer forthcoming. For these women,
homemaking was very labor intensive (Elder, 1974).

The women in Cohort 2 were 51 to 56 years of age at the

time of the study. These women reached young adulthood in
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the early 1950's and were members of the cohort that first
moved to the suburbs. Women were expected to get enough
education to meet a good provider but not spend so long in
school as to waste their youth. The prevailing sentiment
was that every woman should marry, that she should have
children and her family roles would be the only roles
important to her. Marriage per se was the focus of interest
(Elder, 1974; Ogden, 1986).

Few of the women in Cohort 2 worked outside the home
as young adults. Most women went from school to marriage,
and if they worked it was only until marriage or the birth
of the first child. These women married earlier than the
women in Cohort 3; the economy was booming and conditions
were ideal for starting and raising a family. There were
10.4 million wives working but these were mostly middle-aged
women who had held a job before marriage. The goal of
realizing personal ambitions in the outside world had
receded into oblivion for most housewives.

During this time the focus was on family, and the
nuclear family resurfaced as the norm (Ebersole & Hess,
1985). These women were the super mothers of the 1950's.
The American home became a 'hot house' of permanent family
happiness. The housewife was considered the mainstay of
society and was indispensable in maintaining the stable
happy family which she was assured was the central core of

American life. Politically it was the cold war era of
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nationalism and patriotism. Mrs. America's role was to
shore up the family against liberalism, socialism and
communism. The economy was booming and it was an era of
consumerism (Ogden, 1986).

The women in Cohort 3 were 37 to 42 years of age at the
time of the study. These women reached the age of 18
between 1964-1969 as part of the first wave of the Baby Boom
cohort to become young adults. The 1960's were an
historical time of change and questioning of values. The
student movement began in Berkeley in 1964. In 1965-66 the
anti-war movement was at its height. The 1960's were also
the time of the civil rights movement, the women's movement
and the counter culture movement (Bengston & Schaie, 1989).
It was a time of rebellion for young adults, the days of the
hippies and yippies (Ebersole & Hess, 1985).

Many of these women went on to college and entered the
work force. Many lived away from the family, either alone
or with roommates before marrying, instead of moving
straight from the parental home to the marital home. These
women married later than previous cohorts, had children
later and had fewer children. Families also began to
question the indulgence of children and to recognize that
children needed limits (Ebersole & Hess, 1985).

For all of these cohorts the 1970's and 80's have
brought changes in the number of women entering the work

force, an increase in single parent households, and earlier
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retirement. In the 1970's there was a boom in the farm
economy followed by the farm crisis in the mid 1980's. Each
cohort weathered these changes from a different perspective
depending on their position in the life course (Wetzel,
1990). (See Appendix A for a time line chart).

Campbell, Abolafia & Maddox (1985) have stressed the
need for continued cohort studies so that there is a base of
data on the characteristics of cohorts over time. This data
can be used to begin to separate cohort effects from the
effect of aging. Looking at developments over time enables
us to better assess the uniqueness of present conditions and
distinguish between long-term trends and temporary

developments.

Locus of Control

Locus of control is not a characteristic to be
discovered within individuals but is a construct-a working
tool in social learning theory which allows for
interpretation of an individual's response to causality
(Lefcourt, 1976). Personal control is a self-report
individual difference variable which indicates to what
extent an individual believes that outcomes or performances
are due to his or her own doing as opposed to forces outside
the self (Lachman, 1990). The effects of an individual's
perception of control, whether one believes that one can

determine his or her own fate within limits, is of critical
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importance to the way in which an individual copes with
stress and engages in life's challenges. Control can be ff'
defined as the active belief that one has a choice among
responses that are differentially effective in achieving a
desired outcome (Langer, 1983). People are not totally
internals or externals. The terms are used to depict an
individual's more common tendencies to expect events to be
contingent or noncontingent upon personal actions (Lefcourt,
1976) .

A person's sense of control consists of beliefs and
expectancies about the self and about the environment.
Beliefs about the causal nature of environment focus on
whether environment is seen as lawful or orderly as opposed
to random forces (Abela, 1990). Perceived control is
positively associated with access to opportunity. Internal
control expectancies are more likely to be held by persons
who through position and social environment can more easily
attain those things they value. An environment that
encourages control is one that encourages a sense of mastery
in individuals (Lefcourt, 1976). Sense of control may be
modified by personal experience and the experience of others
through reference group processes. One's general cultural
beliefs also influence the beliefs and expectations
constituting one's sense of control (Abela, 1990). The
desire for control may vary by individual. Varied cultural,

social-structural and institutional processes brought about
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by different historical circumstances lead to differences in
emphasis placed on importance of self-direction and
individual personal control (Rodin, 1990; Schooler, 1990).

The largest body of empirical data about perceived
control derives from Julian Rotter's social learning theory
(Rotter, 1976). The premise of this work is that actions
are predicted on the basis of values, expectations and the
situations in which persons find themselves. Rotter used
general scales to measure views about locus of causality
which compared multiple factors involving different domains
or types of control. A list of paired items reflecting
internal or external control beliefs was used to determine
the degree to which individuals perceived themselves to be
in control of their own 1lives.

Without an expectation of internal control, the
postponement of immediate pleasures and the organizing of
one's time and efforts would be unlikely. Individuals must
entertain some hope that their efforts can be effective ‘
before they can be expected to make sacrifices that are the
prerequisite for achievement. The idea that locus of control
orientation is related to cognitive activity appeals to
common sense. Persons holding internal control expectancies
are usually more cautious and calculating about their
choices and more attentive to information relevant to
decision making than are persons holding external control

orientations (Lefcourt, 1976; Rodin, 1990).
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Perceptions of control begin in infancy and have a life
course trajectory. Across the life span every significant
developmental transaction provides new challenges for
perceived and actual control. 1In young adulthood the
individual learns about commitments and responsibilities of
being an adult (Rodin, 1990). Youths have not yet developed
a variety of roles to meet their needs; their ability to
control everyday lives may be constrained (Heise, 1990). 1In
middle adulthood and old age new demands and issues impact
on one's sense of control (Rodin, 1990). Changes in the
middle years are frequently in response to successes and
provide the middle aged with a multitude of roles from which
to choose. One view is that the loss of roles, norms and
reference groups through retirement and bereavement may
lower perception of control in old age. Although it is
uncertain that even if actual control may be diminished in
these circumstances, whether the perception of control
diminishes with age (Rodin, 1990). Another view is that
older people hold multiple roles which limit their ability
to chart their own courses as they please (Foner, 1990).

Locus of control orientation at different ages and
whether or not there are changes over the life course have
been the subject of many studies. The results are not
consistent. Skinner & Connell (1986) see individuals
becoming more internal from childhood to adolescence and not

much change between older groups. In a comparison of
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several studies, Lachman (1986) found some reported a
decrease in internal control, others reported no change and
still others reported an increase in internal control with
age.

Lachman's approach to explaining these inconsistencies
has been to look at multidimensionality and domain
specificity. Multidimensionality recognizes multiple
sources of control such as the self, chance and other people
which may operate in a general way across all behavior
domains or within specific domains or spheres of behavior.
She suggests that a multidimensional approach may be more
useful in examining changes in adulthood. It is proposed
that growing older sensitizes one to the role of luck or
chance particularly as it affects health and causes a loss
of roles due to retirement, prompting adults to become more
external with regard to environmental responses but making
no difference in feelings of personal efficacy. Internal
control is less likely to decline because older adults have
a vast experience, and the longer one lives the more likely
one is to have a feeling of competence and mastery.

The domains in which one feels that one has control may
differ by age. Studies suggest stronger external control
beliefs of the elderly than the young in health and
intellectual functioning but not for generalized control
beliefs. Those older adults with internal control have

higher levels of intellectual function in later life. 1In
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another study, older persons were more likely to indicate a
feeling of less control over health and economics while
younger ages said they felt less control in the domains of
work and family (Gatz, Seigler, George, & Tyler, 1986).

Walford-Kraemer and Light (1984) studied midwestern
women between the ages of 21 and 63 to determine the
relationships between depression scores, internal locus of
control scores and several demographic variables. They
found that depression was significantly related to internal
locus of control. Those women whose locus of control was
more internal had lower depression scores. They also found
that married women had the lowest mean depression scores.
Income was related to depression in that the highest
depression scores were held by women in the lowest income
groups, while women with annual incomes over $30,000 had the
lowest depression scores. Education was related to
perceived control in that the higher te 1level of education
the more internal the perceived control. Perceived control
also differed by residence with rural women indicating the
most perceived internal control, and women who lived in
small towns the least perceived internal control.

(\A correlation between high income level and internal
locué'of control has been found in studies by Hoff and
Hohner (1986) and Strumpel (1976).‘)Lytton and Garman (1988)
studied locus of control as related to financial

satisfaction. 1Individuals with an internal locus of control
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approach to life reported more financial satisfaction. Twice
as many of the respondents who were financially distressed
felt they had little control over the events affecting their
1ives.§£§:sense of control over one's life also was found to
be espeCially important to the amount of stress experienced
by individuals with high financial and work demﬁggggj
(Lefcourt, 1983; Pearlin & Schooler, 1978). Keating (1987)
found the personal resource of mastery (internal control)
was the most important predictor of stress for both farm men
and women. High stress farmers felt that their fate and
their livelihood were out of their control. They felt
controlled by the fluctuations of the market and the
weather. All farmers face the same demands, yet high
mastery men and women were confident that they could manage
the problens. !

—

In a study of rural women and economically stressed men
and women, Danes, Rettig & Bauer (1991) found that locus of
control was negatively affected by larger household size.
They also found that more internal locus of control was
negatively related to the gap between the standard and level
of living. The more internal control reported, the smaller
the gap and the greater the satisfaction with the gap.

Locus of control can be viewed as a mediator of
involved commitment in life pursuits. The use of perception
of control as a powerful predictor will be more profitable

if an assessment device is designed in relation to the

.
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specific domain of interest. Control orientation of
specific domains in conjunction with an understanding of
individuals' generalized perceptions of control will provide
more utility in the study of locus of control orientation

(Lachman, 1986; Lefcourt, 1983).

inanc a me

Financial management practices as described in the
literature primarily deals with what to manage and how to
manage it, rather that why to manage. 1In a review of
resource management texts, financial management practices
were found to include goal setting, planning or budgeting,
and implementing financial plans, which includes record
keeping and evaluating the success of the plan (Gross,
Crandall, & Knoll, 1973). Nickell, Rice and Tucker (1976)
list ten steps to more successful financial management.
Despite the importance of family financial management for
families, little is known about what families actually do.
Even less research has focused on whether the use of these
procedures are effective in producing positive results for
families (Godwin, 1990).

A budget process variable was developed by Beutler and
Mason (1987) to address questions concerning family cash
flow management: 1) how frequently was a formalized budget
used?, 2) what were the characteristics of families who used

it?, and 3) what were the potential benefits associated with
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the use of a formalized budget? They found that less than
10% of the families always kept written plans of up to a
year, kept written records of expenditures, and usually or
always reviewed their expenditures. About 25% of the
families reported using plans that were usually written with
a three to four month planning horizon. Over a third of the
sample reported no advanced planning and no records or
evaluation of spending. Other studies have found that a
small percentage of families engage in formal money
management practices (Godwin & Carroll, 1986; Mullis &
Schnittgrund, 1982; Titus, Fanslow, & Hira, 1989). Godwin
(1990) suggests a need for a theory of cash flow management
to be studied over time. She sees family cash flow
management as a dynamic process that evolves over the life
course of the family.

Those who used plans were more highly educated, two
spouse families (Beutler & Mason, 1987). Households headed
by a younger person and families in stages of the family
life cycle characterized by high demands used more
formalized plans. Total household income had no effect on
the use of plans. The tendency to budget was more closely
related to an increase in demands than to a change in
income. The use of plans had a positive impact on the four
output variables of net worth, preparation for financial
emergencies, reported satisfaction with level of living and

perceived adequacy of income. Satisfaction with level of
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living and perceived income adequacy were much less
influenced by the budgeting process than satisfaction with
preparation for emergencies, the objective measure of net
worth. Titus, Fanslow & Hira (1989) found that financial
planning behavior was positively related to families' net
worth. Families reported a higher net worth when they
estimated their household income and expenses, calculated
their net worth reqularly, reviewed and evaluated their
spending and set financial goals.

The financial situation of households with similar
resources can differ depending on their credit practices.
Mueller & Hess (1984) studied use of credit as an indicator
of financial management or mismanagement. They found that
the greater the number of credit sources and the more credit
used the lower the level of solvency. A study of credit use
by Danes and Hira (1986) investigated relationships between
credit knowledge, credit attitudes and credit practices
(1986). A positive relationship between knowledge of credit
and attitudes was found. Education of the money manager,
household size and income were significantly related to
knowledge of credit. Income had a significant path to
credit attitudes, but none of the variables studied were
directly related to credit practices.

Jensen and Reynolds (1986) found education and income
to be a significant determinate of credit. They found credit

users vere generally better educated, younger, and more
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often had children. Installment purchases debts were less
likely among older persons. Use of credit by older persons
was more likely to be for convenience rather than credit per
se. Access to credit has played a role in economic well-
being by adding to the level of money income at a given
point in time while committing future income for repayment.
It also can affect wealth accumulation if so much credit is
used that debts are greater than assets (Bauer, Rettig &
Danes, 1990).

Kinsey & Lane (1978) investigated the effect of debts
on perceived financial well-being of families. They found
that debt-asset ratios were generally non-significant,
indicating that family units accept consumer credit as a
normal part of doing business within the household.
Increased debt-asset ratio was considered an indication of
increased ability to incur and carry debt. Consumer credit
was considered as one of several money management tools
available to the family. Smaller family size was related to
the probability of feeling better off, as was rurality,
marital status and income. Being a single household head
increased the probability of feeling worse off with a higher
debt-asset ratio.

Another aspect of financial management in families is
who is responsible for the management. There has been a
trend over the past few decades for the wife to assume

growing responsibility for money management in the family.
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Ferber & Lee (1974) studied young married couples over a
period of three years. Over those three years, the number
of wives serving as family financial officer increased and
the number of couples acting jointly as the financial
officer decreased. The couple was most likely to act
jointly when they had a set goal for total savings. The
wife was most likely to be the financial manager if she gave
more priority to saving, was more concerned with high
guality, more economy minded and more bargain minded.
Neither education nor employment levels of the wife or
husband made a difference in who was the financial manager.
It was found that in those households where there was a
substantial difference in savings priorities the wife was
more likely to take charge. When wives were the financial
managers, savings were more apt to be in more conservative
forms such as insurance and savings accounts. When husbands
served as the financial manager a higher proportion of
income was saved and was more often saved in the form of
real estate and negotiable securities.

Crossman and Edmonson (1985) studied displaced
homemakers to explore the personal and family resources that
were most useful in helping these women assume the provider
role and make a financial adaptation. The women were
middle-aged and were either divorced or widowed. The
measure to determine 'success' was the number of weeks the

women took to reorganize their families' lives after the
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event that required them to become the family provider. The
personal resources that were most helpful to both groups of
women were continuous employment (currently employed and
employed both before and during marriage), financial support
from at least two sources, higher educational level, and
very good health. Women who had a high level of these
personal characteristics were able to reorganize their
financial lives in a shorter time than those women who had
fewer personal resources. The more rapid organizers
expressed satisfaction with their adaptation to their new
role as financial provider in an average of 13 weeks as
compared to an average of 24 weeks required by the other
women in the study.

Wilhelm and Ridley (1988) examined the influence of
changes in financial management practices on individual
level of stress reported by husbands and wives immediately
following the layoff of the family's primary breadwinner.
Six financial management factors were identified as having
increased. These were increased borrowing or credit use,
planning for major expenditures, keeping closer tabs on
check writing and bill paying, increasing saving behavior
and checking the ability to pay one's bills, keeping more
detailed records of income and expenses and budgeting for
daily expenses. The net worth of the participants was
considered a coping resource of the couple. Only two of the

financial management changes were associated with stress.
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The attempt to increase saving behavior and higher net worth
were associated with less stress for both husbands and
wives. Planning for major expenditures was associated with
more stress for the wives. This may be because it is the
wives who tend to make the day-to-day financial decisions of
the household (Ferber & Lee, 1974; Wilhelm & Ridley, 1988).

The effectiveness of families' financial management
practices has had limited study. Fewer than 20 % of
families use written plans but over half of the families
estimate future household income and expenses (Beutler &
Mason, 1987; Titus, Fanslow & Hira, 1989). Formalized
planners have been found to be in young, married, and well-
educated households which are experiencing relatively high
demands on their resources (Beutler & Mason, 1987).
Education and employment experience were found to aid women
household heads in organizing their financial lives, but
had no effect on who managed the family finances in the
married couple household (Crossman & Edmonson, 1985; Ferber
& Lee, 1974). Satisfaction with savings was found to be
dependent on a specific form of management behavior i.e.
saving as opposed to spending, which in turn was dependent
on household resources, income constraints and motivation to
save. Level of saving was related to household size and
education (Davis & Schumm, 1987). Objective outcomes such
as net worth and preparation for financial emergencies were

more often influenced positively by planning for income use
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while the measured effect on satisfaction with income and
level of living was limited (Beutler & Mason, 1987; Davis &

Helmick, 1985; Titus, Fanslow & Hira, 1989).

Rural Women and Their Famjljes
The effect of economic and political policies of the

late 1970's and early 1980's had an impact on the financial
and work demands of rural families. For many farm families
the second half of the 1980's was a time of little promise.
Many farm families were in financial difficulty because they
had borrowed heavily, paid high interest rates, suffered
severe droughts and/or floods, received lower farm prices,
faced a decreased market for exports and been caught in a
political battle to lower farm supports (Little, Prouix,
Marlowe, & Knaub, 1987). Predictions for the future of farm
families included a continued decrease in the number of
total family farms, a gradual decline in economic well-
being, increased off-farm employment (Scholl, 1986) and the
reduction of local and governmental services as the result
of lower community tax bases (Little et al., 1987).

Farm family life has certain unique characteristics
(Kain,1990). In farming the family is more closely
associated with the productive processes than in most
occupations. There is less separation of work and home.
Income is unpredictable and personal skills and decisions

may have less impact on income than the weather or shifts in
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price supports. There is also a wide seasonal variation in
work requirements and on farms with livestock, especially
dairy cattle, there is very little flexibility in time
demands of chores.

Kain (1990) used National Opinion Research Center
General Social Survey data to examine differences between
farm and non-farm families in the United States. He found
that farmers were more likely to be married than non-farm
respondents. Farm women were less likely to have ever been
divorced. The mean age of the farm respondents was older,
and the family size was larger. Farmers were much less
likely to have completed higher education degrees, and their
mean number of years of education was lower. Farm women had
more education than farm men. Family income was lower for
farm than non-farm respondents. Farm women were less likely
to work for pay than non-farm women, but this difference is
decreasing.

Women who live on farms are increasing their
participation in off-farm employment. The labor force
participation rates for farm women have increased twice as
fast as the employment levels of non-farm women (Scholl,
1983). Walker and Walker (1987) found that the stress
levels of women working off the farm in addition to their
farm duties were higher than women not working off-farm. It
has been suggested that because of more traditional values,

employment of rural wives and mothers is perhaps more
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conflictive and problematic than it is for urban women.
Mertensmeyer and Coleman (1987) found that financial
insecurity may decrease self esteem in rural parents as it
is often essential that rural mothers of young children be
employed even though it is incongruent with their values.

Meiners and Olson (1887) studied the time use of rural
and urban women. They found that the typical farm woman in
the sample worked an average of 48.5 hours per week in the
household, while rural nonfarm and urban women worked about
46 hours per week. Farm women spent more time in unpaid
work (either as a volunteer or unpaid worker in the family
business) than urban or rural nonfarm women. Farm women
worked an average of 8.4 hours per week for pay. Ten
percent of the farm women were engaged in paid work as farm
laborers. For each hour of paid work, farm women reduced
household work by one-half hour, but no reduction in
household work was indicated for time spent in unpaid work.

More rural elderly people live with a spouse than do
urban elderly people. Even though more rural elderly
persons are married than widowed, the widowed make up a
large proportion of the rural elderly population (Mercier,
Paulson, & Morris, 1988). Keith and Nauta (1988) compared
rural and urban unmarried older persons regarding use of
leisure time and its relationship to well-being. Health
contributed most to well-being regardless of residence or

gender. Both education and employment contributed to
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greater happiness of rural women. Lower income did not
diminish the happiness of rural persons, but it did for
urban residents. Lower income did not act as a restraint
for rural women in participation of leisure activities.
Scott & Roberto (1987) found that rural residents reporting
good health, higher perceived income and living in the

country as opposed to a small town, had higher morale

scores.

Summary

Economic well-being has been measured using objective
and subjective indicators. Objective economic measures
include family income, per capita income, net worth, per
capita net worth, and debt/income ratios among others.
Subjective measures include perception of income adequacy,
satisfaction with family income, satisfaction with level of
consumption, satisfaction with amount of savings available
for emergencies and satisfaction with net worth, perception
of change and expectations for the future. Most studies
agree that there is a direct relationship between
satisfaction with income and the amount of income.

Fundamental values and behavior necessary for human
cooperation and economic and social welfare are learned in
the family. The health of the family system depends on
adequacy of both economic and psychological resources. It
is generally recognized that basic needs for food, clothing,
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shelter and physical health must be met before consideration
can be given to meeting higher level needs.

Economic conditions over the life course vary by
cohort. The effects of life events are cumulative and may
influence the economic well-being of the cohort both
objectively and subjectively.

Locus of control orientation has been related to
decision making and stress in times of increased financial
and work demands. A relationship of locus of control
orientation to money management practices may exist as those
individuals who believe their actions produce results would
be more likely to practice money management. The effect of
increased use of money management practices to economic
well-being is ambiguous. Increased use of money management
practices has been related to increased demands on income,
loss of income and to increased stress of wives. A positive
relation between increased net worth and satisfaction with
preparation for emergencies and the use of financial
management practices has been found. Younger, more
educated, two spouse households in the early stages of the
family life-cycle used more money management practices than
older, less educated, single parent households.

The financial demands created by the economic and
political climate in the late 1970's and early 1980's have
had an influence on farm families. One result has been the

exit from farming of many long term farmers. Another has
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been an increase in off-farm employment by farm women and
men and more part-time farming. The economic well-being of
farm families will be challenged as a result of these
changes, with some families making these transitions more
easily than others.

Many factors have been identified as relating to
perceived economic well-being. Perception is important as
it is the affective component of the relationship of
objective conditions to satisfactions with economic

conditions and their contribution to well-being.



CHAPTER III

METHODOLOGY

This study explored the relationship of perceived
economic well-being to objective measures of household and
individual characteristics of rural female household
financial managers.<§?§g data utilized were collected for
the NC-182 regional research project, "Family Resource
Utilization as a Factor in Determining Economic Well-being
of Rural Families", subsequently referred to as the core
sgggx. Support for the core study was provided by
Agricultural Experiment stations and the California
Cooperative Extension Service. Eight states are involved in
the project: Arizona, California, Illinois, Indiana, Iowa,
Kansas, Michigan and Minnesota.

This chapter includes the selection and description of
the core sample, the description of the study sample, the
research questions and hypotheses, the research variables,

procedures used, the instrumentation and the data analysis

procedures.
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Co am Selec

The sample was selected from ;pral counties in each
state defined as economically growing or declining. The
county was defined as rural if at least twenty percent or
more of the employed persons were engaged in the occupations
of agriculture, livestock, forestry, mining and/or fishing.
Counties were defined as economically growing or declining
based on the per capita income change from 1979 to 1985.

The percent of change was computed and the counties were
ranked in order from high to low based on the per capita
income change from 1979 to 1985. The list of ranked
counties was divided into quartiles, and one county was
randomly selected from the top quartile and one from the
bottom quartile. These counties were labeled growing for
the top quartile and declining for the bottom quartile.

The sample in each state was randomly selected from a
commercial directory service list which was updated in
November before the sample was drawn in December, 1987. The
listings were based on telephone directories that were
supplemented with auto registration information and checked
for double entry.

The overall response rate for the eight states was
about thirty-three percent. Useab}e questionnaires were
returned by 2,510 persons identified as "financial managers"
and 1,348 persons identified as "other aéult" in the |

household. The questionnaires returned by the financial
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managers were almost evenly divided between the two
counties; 51.9% from the declining county and 48.1% from the
growing county. Minnesota had 460 questionnaires returned
by financial managers while the number of returned
questionnaires from each of the other states ranged from 275

to 312.

esc c am

Of the core sample, 49.2 percent of the financial
managers were men and 50.8 percent were women, a total of
2,510. The age range for the financial managers was 18 to
97 years, with a mean age of 51.5 years and a median of 51
years. The financial managers were primarily white (91.6
percent). Native Americans and persons of Spanish descent
were the largest groups of non-white respondents. The
majority of the non-white financial managers were from
Arizona and California. The average years of education
attained by the financial managers was 12.8 years. The
median income range was $20,000-$24,999 for all financial
managers.

Fifty-eight percent of the financial managers were
employed or self-employed, 3.7 percent were unemployed, 9.4
percent were full-time homemakers and 28.6 percent were
retired. Almost 72 percent of the financial managers were
married, and 60 percent were in first marriages. The

average length of marriage was 24.8 years. Unmarried
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financial managers were widowed (12.5 percent), divorced
(8.1 percent) or never married (6.9 percent).

Preliminary analysis of each state's data has not shown
significant differences in demographic characteristics
between the growing and non-growing counties. Descriptive
statistics on selected socioeconomic characteristics and
attitudes regarding income adequacy do not differ greatly
between the two counties within or among states. Thus it
may be concluded that rural residents in the regional sample

are a homogeneous group (Hira,1990).

All Women in the Core Sample

There were 1242 women from the eight states in the core
sample. They ranged in age from 18 to 96 with a mean age of
56 years. About 51% were married, 20.5 % were widowed,
11.4% remarried, 10.7% were divorced or separated, and 6.6%
had never married. The average years of marriage to the
present spouse was 24 years.

Household size ranged from 1 to 8 persons, with 26%
having one person, 34% two persons, 33% 3 to 4 persons and
7% having 5 or more members. The mean years of education
was 12.8 years. Fifty-five percent had finished high school
or more. The average income for all women was in the
$20,000 to $24,999 bracket.

About 52% of the women were employed, 27% were retired,

17% were full time homemakers and 4% were unemployed. The
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sample was 91% white, with Native Americans and persons of
Spanish descent being the predominant ethnic groups
represented. Almost 27% of the women reported that someone

in the family had a health problem that was of concern.

escriptio a

The women in the sample represent three specific
cohorts that were selected from the 1242 female financial
managers who responded to the questionnaire. The women in
Cohort 1 reached the age of 18 during the depression years
1929 to 1934. They were 72 to 77 years of age in 1988, at
the time of the study. The women in Cohort 2 reached the
age of 18 in the years between 1950 and 1955 when the
economy was booming. They were 51 to 56 years of age at the
time of the study. The women in Cohort 3 were among the
first of the Baby Boom cohort to reach 18 in.the years
between 1964 and 1969. This was a time of many societal
changes and a questioning of previously held values. They
were 37 to 42 years of age in 1988. For all three cohorts,
the racial mix was 90.2% white and 9.8% non-white.
| Tables 1-4 and Figures 2-3 present demographic data by
Cohort. Table 1 reports the number of women in each cohort,
the mean ages and percentage of total sample, and Table 2

presents marital status.



70
In Cohort 1, 69.1% of the women were not married, most

of these as the result of being widowed. Over 70% of Cohort

2 and Cohort 3 were married.

Table 1

Age of Cohorts - 1988 [ N=350]

Cohort 1 Cohort 2 Cohort 3
Age Range 72-77 51-56 3742
Median Age 74.2 53.5 39.2
# in Study 96 109 145

Table 2

Marital Status by Cohort

Marital Status Cohort 1 Cohort 2 Cohort 3 Total
[ n=94] [ n=109 ) [ n=144 ] [ n=347 )
% % % %
Married 21.3 66.1 56.9 50.1
Remarried 9.6 11.9 17.4 13.5
Widowed 62.8 9.2 7 20.2
Separated/Divorced 3.2 12.8 18.8 12.7

Never Married 3.2 0.0 6.3 3.5
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Figure 2 displays household size by cohort. Household
size ranged from 1 to 8 members. About one-third of the
women lived in two person households, with fewer than 9%
living in households with 5 or more members.

Figure 3 portrays the household income for each cohort.
In Cohort 1 about 46% had income of 0 to $9,999, while
another 32.5% had income between $10,000 and $19,9999. Less
than 10% had incomes above $30,000. Almost 19% of Cohort 2
had incomes below $9,999, 50% had incomes between $10,000
and $29,999, 22% had incomes from $30,000 to $49,999 and
almost 10% had incomes above $50,000. Only 10.6% of Cohort
3 had incomes below $9,999. About 47% were between $10,000
and $29,999, 24% had incomes between $30,000 and $49,000
with 8.5% having incomes above $50,000.

Tables 3 and 4 present the figures for educational
attainment and employment status of the cohorts. The mean
years of education were 11.9 for Cohort 1, 12.4 years for
Cohort 2 and 13.4 years for Cohort 3. The majority of the
women in Cohorts 2 and 3 were employed while most of the
women in Cohort 1 were retired. While most of the women in
Cohort 1 reported that they were retired, it is not known if
they had retired from employment or indicated "retired"

because they were of retirement age.
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Table 3

Educational Attainment by Cohort

Education Cohort 1 Cohort 2 Cohort 3 Total
[ n=91] [n=109 ] [ n=144 ] [ n=344 ]

Yo % %o %
1-8 years 17.6 6.4 0.7 7.0
9-11 years 7.7 10.1 6.2 7.8
H.S. Grad 37.4 47.7 39.3 41.4
Some College 26.4 23.9 33.1 28.4
College Grad 9.9 3.7 11.0 8.4
Post College 1.1 8.3 9.7 7.0

Employment Status by Cohort

Emploment Status Cohort 1 Cohort 2 Cohort 3 Total
[ n=85] [ n=106 ] [ n=141] [ n=332]
Yo %o o %
Employed 4.7 67.0 78.0 55.7
Unemployed 1.2 3.8 5.0 3.6
Homemaker 4.7 22.6 16.3 15.4

Retired 89.4 6.6 iy 253
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Research Variables

This section contains the conceptual and operational
definitions of the dependent and independent variables.
Dependent Variables
Perceived Economic Well-Being

Conceptual definition: The individual's feelings with
regard to over-all satisfaction with the financial situation
and expectations for the future.

Operational definition: Respondents were asked to
respond to seven subjective items related to satisfaction
with aspects of their financial situation, perception of
change in financial status and perception of current income
adequacy. Each question had five possible responses. The
responses were summed to create an index of perceived
economic well-being. The higher the score the greater the
perceived economic well-being. The composite measure of
perceived economic well-being (PEWB) was created using the
procedure outlined below. The definitions of the subjective
indicators used in the composite measure of PEWB follow the
outline of the method used.

Perceived Economic Well-being = PEWB
PEWB = S + P + CH Range 4 to 20
S = Satisfaction with financial situation
S=8 +8,+8S;+5, /4
S, = satisfaction with income (D1)
S, = satisfaction with material things (D2)

= gatisfaction with ability to meet emergencies(D3)
S, = satisfaction with net worth (D4)
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S will range from 1 to 5
very dissatisfied
dissatisfied
mixed feelings
satisfied

very satisfied

NdWwh =
nuannwn

P= Perception of income adequacy (E3) Range 1 to 5§

1 = not at all adequate

2 = can meet necessities only

3 = can afford some of the things we want

4 = can afford about everything we want

5 = can afford about everything we want and still save

money

CH = Perception of changing financial situation
CH = E1 + E2 Range 2 to 10

El = financial situation compared to 5 years ago
E2 = expectations for financial situation in 5 years

1 = much worse 3 = about the same 5 = much better
2 = yorse 4 = better

Satisfaction with Financial Situation

conceptual definition: The level of gratification
received from one's income and its uses.

Operational definition: Respondents were asked to
respond to four statements related to satisfaction with
total incomg, satisfaction with the material things they
have, the resources available for emergencies, and the

amount of net worth. Each question had five responses that

ranged from very satisfied to very dissatisfied. Responses
were summed and divided by four. The higher the score the
greater the satisfaction with the financial situation.
Perception of Income Adequacy

Conceptual definition: The individual's feelings about

how well current income meets the household's needs.



77
Operational definition: Perceived income adequacy was
measured on a five point scale: 1) Not at all adequate, 2)
Can meet necessities only 3) Can afford some of the things
we want 4) Can afford about everything we want 5) Can
afford about everything we want and still save money.
an inancia
ua e ¢ The individual's feelings as to
whether the family's present financial condition is better
than it was in the past and if there is an expectation of
future improvement.

a e tion: Respondents were asked to
respond to two items: 1) a comparison of their current
financial condition to five years ago and 2) the expectation
for their future financial condition. Each question had
five possible responses which ranged from much better to
much worse. A higher score reflected better current
conditions and expected improvement in the future. This
variable has twice the weight of the others.

Independent Varjables
Manager Characteristjcs-Demographic
cohort

conceptual definition: A cohort is a group that moves
along together through the life course and thus experiences
historical events at the same age (Clausen, 1986).

Operational definition: Three cohorts are defined.
Cohort 1 reached the age of 18 in the years 1929 to 1934 and
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were 72-77 years of age in 1988 (the time of the study);
Cohort 2 reached the age of 18 in the years 1950 to 1955 and
were 51-56 years of age in 1988; Cohort 3 reached the age 18

in the years 1964 to 1969 and were 37-42 years of age in

1988.
Educational level

eptu n n: The number of years of school
attended.

tiona efinition: The respondent was asked to

indicate the highest number of years in school completed.
"Marjtal status

conceptual definition: The respondent's current
marital situation.
Operational definition: Respondents were asked to

indicate marital status: first marriage or a remarriage,

separated, widowed, divorced or never married.

tus

Conceptual definition: The level of participation in
paid work.

Operational definition: The respondent was asked to
indicate if she was employed, unemployed, a homemaker or
retired.

Race or ethnic background

conceptual definition: The group of people with whom
one identifies based on genetic, nationality or geographical

characteristics.
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jonal definition: Racial or ethnic background
was indicated by self-selecting from the following
responses: Black, White, Native American, Asian or Pacific
Islander, Spanish descent (Mexican, Puerto Rican, Chicano,
other Spanish) or other as specified.
Manager Characteristics-Behavioral
Locus of control orientation

onceptual definition: The effect of an individual's

perception of control. Internal locus of control is defined
as the belief that one can determine one's own fate within
limits. External locus of control is defined as the belief
that external forces such as luck or chance determine fate.

ona efi ¢ The respondents were asked to
indicate the extent to which they agreed or disagreed with
the following statements relating to locus of control
orientation:

F1 When I make plans, I am almost certain that I can
make them work

F2 It is not always wise to plan too far ahead
because many things turn out to be a matter of
good or bad fortune anyhow

F3 Many times I feel that I have little influence
over the things that happen to me

F4 What happens to me is my own doing

F5 My financial situation depends on my control of
the situation

F6 It is impossible for me to believe that chance or
luck plays an important role in my life

F7 Sometimes I feel that I don't have enough control
over the direction my life is taking
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F8 Sometimes I feel that I don't have enough control
over the family income

Five responses ranging from 1 = strongly disagree to 5§ =
strongly agree were offered. Responses were recoded for
questions F2, F3, F7 and F8 so that the higher number
reflects internal locus of control beliefs. When the
responses were summed, the higher the score the stronger the
internal locus of control orientation. The instrument
consisting of the statements F1, F2, F3, F4, F6, and F7
developed by Bugaighis & Schumm (1983) was abbreviated from
Rotter's (1966) 29 paired-item scale used to assess
internal-external locus of control beliefs. Two additional
statements, F5 and F8, were added to obtain information
about the specific domain of family financial situation.
Financial management practices

Conceptual definition: The planning, controlling and
evaluating of activities related to money management,
consumer buying and credit use. Money management practices
consist of planning and record keeping relating to use of
money. Consumer buying is the use of money related to the
buying of goods. Credit use is the number of sources of
credit used and debt repayment practices.

Operational definition: Respondents were asked to
respond to the questions below about how they handle their
finances. Five responses that ranged from 1= 'never' to 5 =

'most of the time' could be selected. The responses to the
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statements were summed so that a higher score indicated more
participation in tasks related to management.
Financial Management Practices = FMP
FMP= MMP + CB + CU Range = 13 to 65
Money Management Practices = MMP
MMP = Ala + Alb + Alc + Ald + Alg Range = 5 to 25
How often do you
Ala Make plans on how to use money?
Alb Save on a regular basis for goals?
Alc Write down where money is spent?
Ald Use a written budget?
Alg Keep bills and receipts where you can find them?
Consumer buying = CB
CB= Ale + Alf + Ali + Alj + Alk Range=5 to 25
How often do you
Ale Evaluate spending on a regular basis?
Alf Evaluate your needs before you buy?
Ali Buy on impulse?
Alj Feel sorry you bought something?
Alk Make a list before you shop?
The codes were reversed for Ali, Alj so that 1 = most of the
time and 5 = never, thus the higher score indicated good
management practices.
Credit use = CU
CU= Alh + Alo + A2 Range=3 to 15
How often do you

Alh Pay interest on charge accounts?
Alo Make only minimum payments on charge acco<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>