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ABSTRACT

THE RELATIONSHIP OF OBJECTIVE AND SUBJECTIVE
FAMILY INCOME ADEQUACY TO SELECTED MEASURES
OF PERCEIVED LIFE QUALITY
By

Norleen Marion Ackerman

The study was designed to relate family income
adequacy to selected measures of life quality. The
three research questions were (1) What was the relation-
ship between income adequacy and selected life quality
measures? (2) What was the relationship between the
congruency of income adequacy measures and selected life
quality variables? and (3) Did groups who differed in
level of objective adequacy, level of subjective adequacy,
and in congruency differ with respect to contextual
variables?

Subjective family income adequacy was an assess-
ment made by the respondent-heads of family units.
Objective adequacy was an income-needs ratio computed by
dividing family income by a consumption standard which was
adjusted for family composition and geographic area of
residence. The consumption standard, and the equivalence

scales used to adjust it, were developed by the Bureau
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of Labor Statistics and were based on family income needs
for a moderate level of living. Congruency was a
measure of the degree of agreement and direction of
disagreement between objective and subjective family
income adequacy. The life quality measures were satis-
faction with perceived family income, level of consump-
tion, and overall 1ife quality.

The data used were collected in the fall of 1974
by the Survey Research Center of the University of
Michigan. The data are identified as the Economic
Incentives, Values and Well-Being Project, Part IV. The
1,046 interviewed respondents were husband or wife or
one adult heads of family units or individuals living
alone. They were drawn from a multistage area probability
sample of private households in the contiguous United
States. The results were generalizable to the family
types and geographic area specified.

The major statistical procedures implemented to
test the hypothesized relationships were two-factor
analysis of variance, one-way analysis of variance, and
multiple classification analysis. Parametric and non-
parametric statistics were used with contextual variables
to describe groups of respondents which differed in
levels of income adequacy and congruency.

Results of the analysis indicated that satis-

faction with family income, level of consumption, and
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overall life quality increased as family income increased.
More of the variance in satisfaction was explained by
subjective adequacy levels than by objective adequacy
levels. Subjective and objective adequacy together, how-
ever, explained more of the variance than did either
measure individually.

Results indicated that family income adequacy,
objectively and subjectively measured, was more strongly
related to those satisfaction variables most directly
involving money resources: family income and level of
consumption. Family income adequacy was less strongly
associated with overall life quality, a more global
measure where the effect of income adequacy was more
diffuse.

For each of the three life quality variables,
satisfaction scores were similar for the congruency
groups whose subjective adequacy level was as high as,
or higher than, their objective adequacy level. However,
for those congruency groups whose subjective adequacy
level was lower than their objective adequacy, satis-
faction was significantly lower on all three life quality
measures. While congruency groups did differ in satis-
faction, the group differences explained very little of
the variation in satisfaction with family income, level

of consumption, and overall life quality.
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Variation in contextual measures as family income
adequacy increased were, in most instances, similar for
objective and subjective adequacy. As income adequacy
increased, the number of children and the age of the
oldest child decreased, indicating reduced demands on
income. As income adequacy increased, family money
income increased, as did those characteristics associated
in previous research with higher incomes: being male,
being white, having more education, and, for male respon-
dents, having a white collar occupation. Objective and
subjective adequacy groups did differ, however, in the
occupational trends of female respondents. As objective
adequacy increased, fewer females were housewives; as
subjective adequacy increased, more females were house-
wives. The higher subjective adequacy where the respon-
dent was a housewife may be due to the economic value of
additional household production by the wife, or might be
due to the value placed on leisure time. Neither of these
were included in computing the objective adequacy ratio
used here.

The congruency group with the lowest satisfaction
scores had assessed their subjective adequacy as being at
least two levels lower than was their objective adequacy
level. They might be termed better off than they think
they are. The group had the youngest respondent-heads

and the youngest age of oldest child, indicating younger
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families. They had the second highest income and edu-
cation of the five congruency groups. They scored
highest on the material wishes index, were experiencing
deteriorating financial situations, and had not achieved
their consumption goals. These characteristics, and the
general economic situation of families in the fall of
1974, indicate that the theory of relative deprivation
might explain their dissatisfaction.

The conclusions reached on the basis of this
research are that (1) the objective adequacy ratio
developed and used here is a useful method for standard-
izing income adequacy by family size, (2) income adequacy
needs to be measured both objectively and subjectively
in order to explain variation in perceived life quality
measures, and (3) incongruency between objective and sub-
jective adequacy can identify those among the higher
levels of objective income adequacy who are more dis-

satisfied with selected life quality measures.
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CHAPTER I

INTRODUCTION

One of the concerns of a nation is the level of
living or the well-being of the families and individuals
who are its citizens. Well-being has been measured for
many years by economic indicators, such as family income
and per capita income; the total of goods and services
produced, as measured by the Gross National Product; and
changes in prices, as measured by the Consumer Price
Index. These have been supplemented by social indicators,
such as counts of medical personnel and facilities avail-
able, indexes of crimes reported, and acres of recreation
lands.

These economic and social indicators are quanti-
tative, objective measures. They do not measure the
quality of the environment in which people live, nor of
the goods and services they use, or people's satisfactions
with them. This was emphasized by Angus Campbell in 1971
when he said:

Since World War II we have seen average family income

rise dramatically and the number of families below the
poverty line reduced by more than half. . . . But




during those same years, we have seen a prodigious
increase in the crime rate, . . . a spreading epi-
demic of the use of drugs. . . . Civil disobedience
and civil disorder are an everyday occurrence. It
would take a brave man, indeed, to argue that the
quality of life in these United States has been
improving. . . . (pp. 2-3)

Increasingly, the view of the better life as one
in which people accumulate more and more things has been
questioned. Today, the concern is for quality of life
rather than for additional material possessions. While
objective indicators of the quality of life have been
developed and used, subjective or perceptual indicators
are also important. Regarding subjective indicators,
Strumpel (1975b) states:

It is one of the often-stated purposes of the social
indicators movement to measure output rather than
input, well-being rather than command over material
resources, personal health rather than the number
of hospital beds, . . . Individual citizens, to the
advocates of subjective or perceptual indicators,

. . . are the final judges of societal output and
welfare. One way of obtaining their verdict is to
monitor people's satisfaction or happiness with
their circumstances, their expectations of the
future. . . . (Strumpel, 1975b, p. 2)

Just as the nation has studied economic indicators
over time, economists, family economists, and others have
studied the expenditures of families (U.S. Dept. of Agri-
culture, 1935; Morgan, 1958). These studies have documented
how families do spend their money and have served as the
basis for determining family income requirements to meet
certain expenditure patterns and certain levels of living.

However, such studies do not tell us how the command over




resources, and the resultant attainable level of living
relates to perceived overall life quality and its compo-
nent parts, or domains. These studies have focused on
the resource base, the input to well-being, not on the
output of well-being or the satisfaction derived from it.

Satisfaction with one's level of living, also
termed quality of life, is more than a matter of the con-
ditions of the physical, economic, and social setting.

It is also a matter of how these are judged by oneself
and others. The standards applied to the life situation,
as well as the situation itself, influence the assessment
of life quality. As Campbell and Converse (1972) state:
We have become deeply impressed at the degree to
which subjective states can "pull apart" from what
might be deducted on the basis of our current ways
of understanding objective situations. . . . man
. . . can display bitter discontentment with objec-
tive situations that by retrospective standards
are overflowing with abundance. Both the fact of
dislocations between the objective and subjective,
as well as the social importance of such dislo-
cations has been . . . illustrated in recent
decades by the revolution of rising expectations.
Discontentment with objective conditions has
appeared to be increasing over exactly the same
period that those conditions have at most points
and by most criteria been improving. . . .
(pp. 8-9)

We know little about the subjective assessments
families make of their economic situations, or about how
these assessments compare with objective assessments of
family well-being. Are they similar? If not, how does
the incongruency influence satisfaction with perceived

overall life quality, and with those domains more




directly related to economic factors, particularly family
income and the family's level of consumption?

Family economists work with individuals and fami-
lies, providing information and counseling in the manage-
ment of family resources to obtain family goals which
enhance the level of living and quality of life of the
family. As they do so, family economists need to be
aware of both the objective and subjective assessment
of family resources, their degree of congruency, and
their relationship to satisfaction with the goals

attained through resource use.

Statement of the Problem

Perceived overall life quality is viewed as the
satisfaction derived from one's level of living. The
level of living is achieved through the use of resources
to attain goals. Hence, goals defined, implemented,
and achieved, i.e., managerial activity, lead to the
desired end, satisfaction with perceived overall life
quality.

The ability to achieve goals is determined, in
part, by the availability of family money income. The
adequacy of that income can be viewed both objectively,
in relation to budget standards, and subjectively, in
the perceptions of family members.

The primary purpose of this research is to deter-

mine the relationship between income adequacy and




satisfaction with perceived overall life quality and two
of its component parts, perceived family income and per-
ceived level of consumption. Income adequacy is measured
objectively and subjectively, and the two measures are
combined in a measure of congruency.

The secondary purpose of this research is to
describe the members of groups which differ in level of
subjective adequacy, level of objective adequacy, and
degree of congruency. Groups are differentiated with
respect to the demographic characteristics of the families,
and the demographic characteristics and economic percep-

tions of the respondent-heads.

Conceptual Framework

A managerial conceptual framework is used in this
study. The respondents are family heads who are either
the husband or wife or the one adult in the family unit.
The focus is on the family's money resources and their
relationship to the satisfaction derived from goal
achievement. The respondent's perception of the ade-
quacy of the family's money income and perception of
personal satisfactions with selected life domains is
elicited. It is recognized that these personal per-
ceptions are likely to be influenced by the respondent's
situational context as a member of the family unit.

Money income is viewed as the resource to be

managed. Satisfactions are viewed as the evaluation of
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the outputs of the use of money income. Families manage
their money income to achieve the goals from which satis-
faction is derived.
The resource input to the managerial process,
while not the only input, is important to the success
of the process. As Gross, et al., (1973) observe:
Without resources, no amount of motivation or appli-
cation of the managerial process will result in the
achievement of goals. On the other hand, large
stocks of resources will contribute nothing to
satisfaction unless individuals or families are
motivated and capable of managing their use.
(p. 175)
Availability of resources has been assumed to be
related to goal satisfaction:
Recognizing, developing, allocating and using human
and material resources in ways that achieve one's
goals contributes substantially to satisfaction
with living. Each activity is an important compo-
nent. And research data now point to a possible
correlation between how effectively families deal
with one or more of these components and their
general quality of living. (Schlater, 1970, p. 48
Adequacy of money income can be judged in relation
to a standard developed outside the family unit, such as
a standard budget. Resource adequacy can also be judged
by a family member, in relation to that individual's
perception of family needs and wants. Gross, et al.,
(1973) state that "the adequacy or inadequacy of resources
can be assessed only in relation to goals" (p. 174).
Speaking of economic resources in particular, Deacon
and Firebaugh (1975) state: " . . . the gap between

economic goals and accomplishments affects the degree to




which economic well-being is perceived as adequate"

(p. 242). To better understand family management, it
is necessary to understand the factors affecting satis-
faction with goal achievement. It appears that both
objective and subjective factors must be examined.

The standards specified and used influence the
amount of resources used and provide a basis for evalu-
ating the level of goal achievement. The degree to which
standards are met influences the level of satisfaction
derived from goal achievement. As Paolucci, et al.,
state:

Standards "measured" in qualitative terms . . . tend
to be subjective. . . . Examples . . . include
"quality of life." . . . Qualitative standards
describe what the family considers to be essential;
family members will exert effort to secure them and
feel dissatisfied and uncomfortable if they are

not attained. (Paolucci, et al., 1977, p. 133)

While standards are applied to individual goals,
they are also applied to complexes of goals. Gross, et
al., (1973) observe that "Standards of living differ from
separate standards in that they consist of clusters of
standards woven into organic wholes, each part related
to every other part" (p. 128).

Just as there are clusters of standards, there
are also clusters of goals:

In actual life . . . there is . . . a "tangled web"
of goals--a goal complex. In this chain all pur-

poses or ends are considered goals up to the final
one or ones, which are probably values. These




later ends are increasingly vague--a characteristic
more common to values than to goals. (Gross, et al.,
1973, p. 126)

In a hierarchy of goals, short-term or specific
goals form the steps which build toward more long-term or
more general goals, until one reaches final goals. The
sum of present goal achievement forms the content or
level of living. The level of living, together with
one's aspirations and expectations of future changes in
one's level of living, form the quality of life. The
evaluation of one's quality of life is referred to in
this study as satisfaction with perceived overall life
quality. Such satisfaction could be referred to as the
ultimate goal of the managerial process, or the terminal

value which motivates behavior.

Research Objectives

The objectives of the research are:

1. To determine whether there is a relationship
between family income adequacy, objectively and
subjectively measured, and satisfaction with
family income, level of consumption, and overall

life quality.

2. To determine whether there is a relationship
between the congruency of objective and subjec-
tive family income adequacy and satisfaction with
perceived family income, level of consumption,

and overall life quality.




3. To determine whether there are differences
between the levels of objective and subjective
family income adequacy, and congruency groups,

with respect to contextual variables.

The model of the relationships studied are shown

in Figure 1.

Hypotheses
The hypotheses formulated for this study are

stated below in the form of expected findings:

General Research Question 1:

Is there a relationship between income adequacy and
selected life satisfaction variables?

Hy: There is a difference in satisfaction with per-
ceived family income for those who differ in
objective and subjective family income adequacy.

Hy: There is a difference in satisfaction with per-
ceived level of consumption for those who differ
in objective and subjective family income
adequacy.

Hy: There is a difference in satisfaction with per-
ceived overall life quality for those who differ
in objective and subjective family income
adequacy.

Hy: As the level of subjective family income adequacy
increases, there is an increase in satisfaction
with perceived: (a) family income, (b) level
of consumption, (c) overall life quality.

Hs: As the level of objective family income adequacy
increases, there is an increase in satisfaction
with perceived: (a) family income, (b) level
of consumption, (c) overall life quality.
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General Research Question 2:

Is there a relationship between the congruency of
income adequacy measures and selected life satis-
faction variables?

He: There is a difference in satisfaction with per-
ceived family income for those who differ in
the congruency of their objective and subjective
family income adequacy.

s There is a difference in satisfaction with per-
ceived level of consumption for those who differ
in the congruency of their objective and sub-
jective family income adequacy.

5 There is a difference in satisfaction with per-
ceived overall life quality for those who differ
in the congruency of their objective and sub-
jective family income adequacy.

Hye The congruent group will have the highest mean

scores on satisfaction with family income, level
of consumption, and overall life quality.

General Research Question 3:

Do those groups who differ in level of objective
adequacy, level of subjective adequacy, and in con-
gruency differ with respect to contextual variables?
H There is a difference among (a) subjective
family income adequacy groups, (b) objective
family income adequacy groups, and (c) con-
gruency groups with respect to:

10°

(i) demographic characteristics:

-number of adults, age of respondent-head,
number of children, age of oldest child,
and total family income of the family unit;
housing status and urbanization of resi-
dence

-sex, racial, or ethnic group, education
and occupation of the respondent

(ii) economic perceptions:

-current concerns, material wishes, con-
sumption achievement, and recent and
intergenerational financial progress




are:

12

Assumptions

The assumptions upon which this study are based

Respondent-heads have accurately reported their
total family income for the most recent calendar

year, 1973.

The total family income is allocated to the
family unit living in the respondent-head's
household and is not also providing for others
living outside the household, e.g., not providing
alimony or child support to another family unit,
nor providing support for someone in a nursing

home.

The Bureau of Labor Statistics standard budgets
developed for urban wage earners and clerical

workers may be applied to all families.

The age of the female spouse may be substituted
for the age of the male spouse when using the
Bureau of Labor Statistics equivalence tables

for differences in family composition.

Respondent-heads can assess their subjective
family income adequacy, and their satisfaction
with perceived family income, level of con-

sumption, and overall life quality.
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Definitions

Overall Life Quality.--A person's subjective

evaluation of the satisfaction, acceptance, or pleasure
derived from his present level of living, related to felt

needs and wants.

Level of Consumgtion.-—Encompasses the food, fuel,
and other nondurable goods used up, the services of
houses, automobiles, clothing, and other durable and
semidurable goods utilized; the services of human beings
and public goods and services used by the individual or

the family during a given period of time (Davis, 1945).

Standard of Consumption.--Encompasses the same

entities as level of consumption, but is a normative
concept describing what a person or family realistically

desires, and strives to achieve (Davis, 1945).

Level of Living.--Includes all goods, services,
and conditions consumed or experienced in living: those
goods and services acquired in the marketplace plus
nonmarket goods, services, and conditions such as public
facilities, social status, and location of residence

(Davis, 1945).
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Standard of Living.--Includes the same entities
as level of living, but is a normative concept describing
what a person realistically desires and strives to achieve

(Davis, 1945).

Money Income.--The total income in money before

taxes which a family receives in a one-year time period.

Real Income.--The total family income from money
income, home production, services derived from goods

owned, and services derived from public goods.

Objective Family Income Adequacy (Objective

Adequacy) .--The assessment of budget makers as to the
adequacy of the total money income of the family unit.
It is based on expenditure studies and scientifically
determined needs and is adjusted for family composition
and geographic region of residence. Also referred to as

economic well-being.

Subjective Family Income Adequacy (Subjective

Adequacy) .--The personal judgment of the individual as
to whether family income is adequate. It is assumed to
be based on one's knowledge of family income and family

goals, or family needs and wants.




CHAPTER II

REVIEW OF LITERATURE

Research and related literafure are reviewed in
five major categories: basic concepts, objective measures
of economic well-being, subjective measures of economic
well-being, congruency between objective and subjective
measures, and satisfaction with selected measures of per-

ceived life quality.

Basic Concepts

Two types of basic concepts are discussed: income
concepts and standards and levels of consumption and liv-
ing. Any measure of economic well-being has, as one of
its components, a measure of income. Three major con-
cepts related to income appear in the literature: money
income, real income, and psychic income. Money income is
"the flow of purchasing power that comes into the control
of an individual or family in a given period of time"
(Fitzsimmons & Williams, 1973, p. 6). Money income
includes the wages and salaries of family members,
capital income such as rent, interest, dividends, and

royalties; business and farm income not allocated to

15




labor; and transfer income. Hence, it includes market
transactions where the goods or services have been given
a dollar value.

Money is an important medium of exchange, yet
there are other means of acquiring goods and services.
In the evaluation of the well-being of families, one is
interested in the total income available to families,
whether in the form of money, in the provision of ser-
vices, or goods provided in kind. This can be measured
by real income, which has been defined as:

. . . a flow of commodities and services available
for the satisfaction of human wants and needs over
a given period of time. . . . The concept of real
income is a recognition of the contribution to the
family made by resources other than money and
includes the use of family time, energy and abili-
ties along with community resources. (Gross, et
mlv, 1973, p. 487)

Gross, et al., indicate a preference for the use
of real income as a measure, stating: " . . . real
income is a more accurate basis than is money income
for comparing the welfare of different families at a
given point in time . . ." (p. 487).

The third income concept is that of psychic
income. It is: " . . . the enjoyment or satisfaction
derived by people from use of their real income in a
period of time" (Fitzsimmons & Williams, 1973, p. 261).

The authors express a preference for measures of psychic

income, saying: "Psychic income might be the most
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important form, since people are primarily interested in
satisfaction realized rather than in the goods them-
selves" (p. 261).

While it might be concluded that the hierarchy
of preferred concepts is from psychic down to real
income, then to money income, actual use of the concepts
in research is the reverse. As Fitzsimmons and Williams
(1973) state: " . . . because enjoyment and satisfaction
are difficult to observe and evaluate, money and real
income are more often used as a measure of the family's
well-being" (p. 261). Money income is more commonly used
than real income in research because it is a more familiar
concept and the information about it is less expensive to
obtain and to develop for use in analysis.

Of the three income concepts, money income and
real income are objective measures of income; psychic
income is a subjective measure, not of income itself,
but of the satisfaction derived from the use of income.

A 1945 article by Davis provides the benchmark
commonly used by family and consumer economists to
develop conceptual definitions which distinguish between
consumption and living, and between level and standard.
The distinctions Davis draws are:

Consumption means the commodities, their uses, and
services ?onsumeq; living %ncludes cgnsumptign and
much more: working conditions, cushions against

major and minor shocks, freedoms of various kinds,
and what I have called "atmosphere." The level of
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consumption or living, . . . is that actually
experienced, enjoyed or suffered by the individual
or group; the standard of consumption or living

is the level that is urgently desired and striven
for, . . . (pp. 2-3).

Davis sometimes uses the word "content" rather
than level, feeling that content better suggests compo-
sition and quality as well as size. With these terms, he
develops the following definitions:

Actual consumption or consumption level is . .

a sort of aggregate of the food, fuel, and other
nondurable goods used up; the services of houses,
automobiles, clothing and other durable and semi-
durable goods utilized; and the services of human
beings used, by an individual or group, in a given
period of time. (pp. 3-4)

The consumption standard . . . is the consumption
level that is earnestly desired and eagerly striven
for, in respect of quantities, qualities, and pro-
portions of the various goods consumed or wanted
for consumption. (p. 6)

The content of living is a reality experienced by
an individual or group. It is made up of a complex
combination of consumption, working conditions,
possessions, freedoms, and "atmosphere," and the
balance or harmony among them, in relation to needs
and felt wants. (p. 7)

The standard of living . . . is the . . . content of

living . . . which an individual or group earnestly

seeks and strives to attain, to maintain if attained,

to preserve if threatened, and to regain if lost.

. . . it is no less a reality than the experienced

content of living. (p. 9)

With changes in wording and updating of the terms

used, these definitions are very much in use today
(Schlater, 1970; Hafstrom & Dunsing, 1973; Rudd & Kline,

197s) .
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Objective Measures of Economic

Well-Being

Approaches to the objective measurement of eco-

nomic well-being include the measurement of command over
resources, the measurement of resources used or available
for use, and the combination of these first two measures
in the development of income-consumption needs ratios.

The first approach measures income or financial
resources. The concepts of money income and real income,
defined above, are examples of this approach. Real
income includes nonmoney transfers, services from durable
goods, and nonmoney income from unpaid work, of which
unpaid housework is likely to be the largest component,
as well as the components of money income.

A second approach to the objective measurement
of economic well-being is that of measuring consumption.
Two examples of this are the level of expenditures and
the money value of consumption. The level of expenditure
approach sums the purchases of the family unit during a
given time period. It excludes goods and services
obtained without the use of money and the value of
services obtained from durable goods purchased during
earlier.time periods. It includes the total price of
durable goods purchased during the current time period
even though the service life of those goods extends
through future time periods. This method of accounting

for durable goods results in overestimating the
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consumption of families during their establishment years
when the investment in durable goods is larger, and
underestimates the consumption of the elderly who con-
tinue to use a flow of services from durable goods pur-
chased in earlier time periods.

The money value of consumption approach quantifies
the total value of goods and services consumed during a
given time period regardless of whether expenditures of
money are involved. It excludes current expenditures for
durable goods (including only their service value during
the present time period). It also excludes expenditures
for nonconsumption items, such as life insurance and those
gifts and contributions which go to persons outside the
immediate family.

Money income and the level of expenditures are
simple measures of those income and consumption items,
respectively, which have market prices. Real income
and the money value of consumption are more comprehensive
measures, attempting to include all items of current
income or consumption, regardless of whether financial
transactions are involved.

The third approach to the objective measurement
of economic well-being is more holistic. It relates
income to a consumption standard which is usually
adjusted for differences in family composition. These

measures have been termed "well-offness ratios,"
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"income-needs ratios," and "welfare ratios" (Morgan &
Smith, 1969; Morgan, et al., 1974; Strumpel, 1976).

The basic format of a welfare ratio equation is
an income component in the numerator and a consumption
standard in the denominator. The income component may
be total money income or total real income, measured in
varying degrees of completeness. The denominator, or
the consumption component, however, is somewhat different
from consumption itself. It is a consumption standard
which has been adjusted for differences in family com-
position. Three examples of denominators, using different
consumption standards, are reviewed here.

First, a welfare ratio which considers the number
of family members and makes some adjustment for economies
of scale is used by Strumpel (1976), Curtin (1976), and
Yuchtman (1976). It is computed by:

Welfare _ Total yearly money income of the family unit
Ratio $1,400 + ($700 x number of family members)

The denominator of this equation recognizes a basic
consumption package, indicated by the $1,400, required
by one family member which also is shared with other
family members. It adds a given amount, $700, for the
additional individual needs of each family member.

A second, and more complex, set of consumption
standards adjusts for the age of the head, age of the

oldest child, number of adults, and number of children.
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These are the standard budgets developed by the Bureau
of Labor Statistics (BLS) of the U.S. Department of
Labor. Budgets have been developed at lower, moderate,
and higher levels of living. The dollar value of the
standard budgets, for a selected family of four in the
fall of 1973, is $8,181 for the lower level, $12,626 for
the moderate level, and $18,201 for the higher level of
living (U.S. Department of Labor, undated). Equivalence
scales are provided for adjusting either the consumption
budget, or the family income needed to achieve that
budget, for families of differing composition (U.S.
Department of Labor, 1968). Another set of equivalence
scales is available to adjust the BLS budgets for geo-
graphic area of residence (U.S. Department of Labor,
undated) .

The BLS budgets are based on the dollar value of
selected market baskets of consumption items. These
market basket items are derived primarily through a
Survey of Consumer Expenditures and scientifically
identified consumption needs, where such needs have been
determined. The Survey of Consumer Expenditures is
conducted about every ten years, with new market baskets
of consumption items identified following the survey and
new standard budgets developed. The cost of the budgets

are updated annually with the Consumer Price Index.
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Any one of the BLS budgets can be used in the

computation of a welfare ratio, in an equation such as:

Welfare _ Total yearly family income

Ratio ~ BLS Standard  BLS equivalence number
Budget x for family composition
100

Such an equation adjusts the BLS standard budget, which
is developed for a selected family of four, for the
composition of the particular family for whom the ratio
is being computed. The larger the resulting welfare
ratio, the better off the family is economically.

The consumption needs standard developed by
Orshansky, which is the official United States poverty
threshold, can also be used to compute a welfare ratio.
That standard starts with the United States Department
of Agriculture food requirements, adding up the indi-
vidual requirements of family members and then adjusting
for economies of scale in feeding people. Additional
economies of scale are allowed for by using three times
the food requirement as a total needs estimate, except
for families of one or two, where a multiplier larger
than three is applied. An additional adjustment is made
for farm families to allow for their greater nonmoney
income (Orshansky, 1965a, 1965b). Morgan, et al., (1974)
in their work, used a welfare ratio which was a modifi-

cation of the methodology of Orshansky.
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The determination of consumption needs poses
some special problems. For example, although nutritional
needs have been scientifically identified, those needs
can be met through an array of possible foods which vary
greatly in price. "Needs" standards thus are normative;
they are selected by the developer of the standard. 1In
the instance of the BLS budgets, such judgments of needs
are made with reference to the food consumption patterns
of families as those patterns are identified through the
Survey of Consumer Expenditure data.

Relationships Between Measures
of Objective Income

Research studies have been conducted which compare
money income and the money value of consumption, and
which report correlations between income measures and
welfare ratios.

Rudd and Kline (1976) compare the measures of
money income, defined as total family income after taxes,
and the money value of consumption for rural families in
the United States. They conclude that:

Findings suggest that for rural families money value
of consumption is linearly related to income, that
the variance of money value of consumption is pro-
portional to income and that money value of con-
sumption is more equally distributed than income.

« « « A comparison of how the two measures . . .
rank rural families by consumption status indicates
that income is most likely to rank families in-
accurately at very low and very high levels of
income. (p. 1)
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However, these findings apply only to rural families.
Rural families are more likely to engage in more hours

of home production and, thus, to consume more goods and
services without paying for them in the market. Evidence
of this is reported from a 1964 study which found that
one factor differentiating the number of hours of home
production by family heads and their spouses is urban

or rural residence. Those who live in rural areas report
861 hours of home production per family per year (exclud-
ing housework), while those not living in rural areas
report only 292 hours of home production per year (Morgan,
et al., 1966). Thus, for a sample of all families in the
United States, the difference between real income and
money income is likely to be less than in the sample
analyzed by Rudd and Kline.

A study by Morgan and Smith (1969) considers the
strength of association between components within a
simple and a more complex welfare ratio. The simpler
welfare ratio is computed by dividing family income by
family consumption needs. The more complex ratio multi-
plies a net real income figure (money income plus non-
money income minus costs of earning an income) by leisure
time, then divides the product by family consumption
needs. Morgan and Smith conclude that:

« « « a more complete measure of economic well-

offness is still heavily dominated by real income
and real income is dominated by money income. But
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this is no reason for complacence. . . . there are
differences, and, more important, the domination
will almost certainly turn out to be less at the
bottom of the income distribution. (p. 455)

Morgan and Smith (1969) also examine the relation-
ships between eleven different measures of economic
status; some of these are income measures, others are
ratios of economic well-being. The simplest of the
measures is total money income of the family for one
year. The correlation between money income and net real
income, as measured here, is .99, indicating a very
strong association between the two measures. The cor-
relations between total money income and two different
welfare ratios is somewhat less, but still quite strong.
Those correlations with total money income are .85 for
the dollar income/needs ratio and .84 for the net real
income/needs ratio. The correlations of a food only
ratio, computed by dividing food consumption by food
needs, is lower with income measures, .34 with money
income, and .35 with net real income, than with economic
welfare ratios, .52 with the money income/needs ratio,
and .54 with the net real income/needs ratio.

Regarding the correlations of all eleven measures,
Morgan and Smith observe that:

. « « they [the correlations] become progressively
smaller as our measures become more complex, taking
account first of family structures, then of dif-

ferences in leisure, and finally in differences in

what the family must pay for housing. One indi-
cation of the validity of the adjustment for family
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size is that the food adequacy measure . . . cor-
relates more highly with the ratios of income to
needs than it does with any of the absolute income
measures. (pp. 456-57)

Subjective Measures of Economic
Well-Being

The economic welfare of individuals or families

has tended to be measured in terms of the objective

presence or absence of financial resources. This

approach ignores the psychological perspective of the

person.

As Cantril has stated (1965) :

Everyone--whether of high or low status, . . .

has subjective standards which guide behavior

and define satisfactions. . . . The problem is

to learn what these standards are in a person's
own terms and not judge them by our own standards.

(p.

21)

Factors other than current command over resources

are a part of the person's subjective judgment of the

adequacy of his income. Macdonald (1963) provides an

illustration of one factor:

A childless young couple with $3,000 a year is
not poor in the way an elderly couple might be
with the same income. The young couple's sta-

tistical poverty may be a temporary inconvenience;
if the husband is a graduate student or a skilled
worker, there are prospects of later affluence or
at least comfort. But the old couple can look
forward only to diminishing earnings and increas-
ing medical expenses. (pp. 91-92)

While numerous budget studies have been done,

and a number of needs standards developed, less study

has been made of people's subjective judgments of income

and its adequacy (U.S. Department of Agriculture, 1935;

Morgan,

1958).
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The perceived income adequacy of homemakers
under the age of sixty-five, with one or more children
living at home, is reported for randomly sampled selected
areas in thirteen states. Much higher percentages of
a sample of black families in east central Texas report
their incomes are not adequate than do rural migrants in
California or than do rural families and urban low-income
area families sampled in the midwest. The highest fre-
quencies of incomes perceived as being adequate occurs
in the four rural small places family samples in the mid-
west (Iowa Agriculture and Home Economics Experiment
Station, 1974).

Rainwater (1974) has researched the subjective
dimension of the level of living, or "the assessment
people make of how well or poorly people are enabled to
live at a given income" (p. 110). In a 1971 survey using
a quota sample of Bostonians, respondents were given
qualitative, descriptive labels of the level of living
of specified families and asked to name the dollar amount
of income the family would need to live at that level.

An example of the questions is:
Mr. and Mrs. Smith have two children and are gen-
erally considered to have a comfortable living, not
particularly high and not particularly low. What

is the lowest income they could have and still be
considered to have a comfortable level of living?

(p. 95)

Similar questions were asked for levels of living labeled

as "poor," "get along," "prosperous and substantial,"
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and "rich." These levels of living were chosen by the
researcher to designate points along a continuum from
a very low level of living to a very high level of living.
Analysis of the dollar amounts of income respondents named
as being needed for the qualitatively described levels
of living reveals that:
Taking comfort as 100 percent, we find that poverty
requires an income slightly less than half of the
comfortable level, while getting along connotes a
living level requiring about two-thirds of the
income required to be comfortable. For the pros-
perous, substantial level, something over a quarter
again as much is necessary, and being rich requires
over twice as much money. (p. 111)

Additional analysis indicates that the respondents'
background characteristics and their implicit scale of
dollars seldom accounts for more than a few percent of
the variance in the dollar amounts of income named.

When the respondents are separated by social class, they
all name similar dollar amounts of income for the lower
levels of living. The working class, however, see the
lower limit of richness to be about four times the upper
limit of poverty while, for the upper middle class,
richness starts at an income that is six times the
poverty line. However, there is a great deal of vari-
ation in dollar amounts stated within the classes of
respondents.

Two criteria in the phrasing of the questions

seem to influence the dollar amount of income named by

the respondents. The specified level of living is
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clearly the most important source of variation. Yet,
when the level of living is controlled, there is a strong
relation between family size and the dollar amount of
income needed by respondents. Significant interaction
between living level and family size results in greater
dollar increments for additions to family size at higher
levels of living. In the judgment of the Boston sample,
couples with five children need about 50 percent more
income than couples with no children in order to be
equally well-off economically.

Rainwater (1974) also analyzes time series data
from the Gallup Polls. This provides information on
people's conceptions of the yearly income needs for two
levels of living, a "get along" level and a higher level
described as "health and comfort." The question regard-
ing the "get along" level was used almost yearly from
1946 to 1969. It asked: "What is the smallest amount of
money a family of four (husband, wife, and two children)
needs to get along in this community?" (p. 52). The mean
amount reported by respondents is $2,226 in 1946 and
$6,225 in 1969. Measured in constant dollars, there is
about a 50 percent increase in the amount of goods and
services Americans felt were necessary for a family to
get along, over the 23-year period. The incomes stated

range from 46 to 58 percent of per family disposable
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income. The incomes stated average 106 percent of the
take-home pay of a worker in private nonagricultural
industry.

Factors which influence the amount specified are
the respondent's family income, the amount the family
spent on food, the respondent's educational level, and
the size of the community. Correlations between these
factors and the get-along income range from .21 to .30.
Factors which have minimal effect are race, sex, number
of children, and, after controlling for community size,
region of the United States.

Analysis of the Gallup Poll question which spe-
cifies a somewhat higher level of living, described as
"health and comfort," shows a similar 50 percent increase
in the constant dollar amount of income reported as
needed over the 25-year period from 1939 to 1963. The
income amount stated ranges from about two-thirds to a
little over three-fourths of per family disposable income.

Congruency Between Objective
and Subjective Measures

There is some evidence that people view their
income adequacy or economic well-being from both an
objective and a subjective perspective. A limited amount
of research examines the relationship between these

objective and subjective measures of income adequacy.
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Rainwater (1974) compares the Gallup Poll
question on the amount of income needed to live at a
level of "health and comfort" with the Ornati budget
for a minimum comfort level of living. He concludes
that "there is quite a high degree of agreement between
budget makers and the public" in their judgments of the
income needed for this level of living (p. 52).

Comparisons are also made between the subjective
judgments on the Boston sample and several objective
budget standards with respect to the increments of income
needed by larger families, if they are to maintain the
same level of living as family size increases. As the
number of children in the family increases, Rainwater
determined that all of the objectively computed equiva-
lence scales of increasing income needs increase much
more rapidly than does the scale developed from the sub-
jective judgments of the Boston sample. The difference
is greatest when the Boston sample's responses are com-
pared with the equivalence scales of the Bureau of Labor
Statistics.

The motivation for, and the dilemma of, the
search for congruity between objective and subjective
measurements is pointed out by Campbell, Converse, and
Rodgers (1976) :

Whenever one begins to explore unfamiliar

terrain with unfamiliar measuring instruments . . .

the nearest approach to a guide is common sense
expectation. . . . most of the strong expectations
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derive in one way or another from the simple
proposition that "the better people's situations
are, the more satisfied they should be with them."
If we are to go on to ask what we mean by "better,"
we typically mean "objectively better." . . . we are
moving into something of an impasse, if we carry
this reasoning to its logical extreme. If the only
data we were to trust were those in which reports
of satisfaction were congruent with objective
satisfaction, however defined, then we would have
served little purpose in investigating subjective
perceptions to begin with. Yet if this kind of
subjective investigation has any particular inspir-
ation at all, it depends on the observation, rather
well documented, that subjective assessments do
depart from objective situations in meaningful and
important ways, about which all too little is known.

Our dilemma is thereby sharpened. We become
most suspicious of bias or measurement inadequacy
when subjective assessments come into conflict with
objective situations, although such discrepancies
taken substantively are almost the principal reason
for the conduct of the study. The only route out
of the dilemma is to come to grips with the
unexpected result with all the analytic tools and
side information we can bring to bear, in order to
learn what part of the finding, if any, stems from
distortions that can be readily understood, and
what part seems to reflect something of substantive
interest in the real world. (p. 115)

When a person's subjective assessment of a situ-
ation differs from an objective assessment of it, there
is incongruity, inconsistency, or dissonance between the
two assessments. According to Festinger's theory of
cognitive dissonance, the individual is motivated to
overcome the dissonance. This can be done by (1) chang-
ing one of the elements in the dissonant relationship,
(2) adding new cognitive elements that are consistent
with one of the already existing cognitions, and/or
(3) by decreasing the importance of the cognitive

elements involved in the dissonant relationship. Thus,
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the existence of dissonance within a person's cognitions
should be observable in a person's actions (Festinger,
1957).

A special case of cognitive dissonance is recog-
nized as relative deprivation. The conditions for a
feeling of relative deprivation are (1) an expectation
that is felt to be legitimate or deserved and that is
expected to be fulfilled within a given time period and
(2) a high perceived probability, which increases rather
suddenly, that the expectation will not be fulfilled.
Here, the dissonance occurs between the expectation which
is thought to be deserved and its nonoccurrence; the
dissonance felt is that of injustice or inequity
(Morrison, 1971).

In sum, the fact that subjective and objective
assessments may be inconsistent is the principal reason
for the use of subjective assessments. An individual
may not necessarily be aware of the objective assessment.
In fact, if it disagrees with his subjective assessment,
he may try to ignore it to avoid the incurrence of dis-

sonance.

Perceived Life Satisfactions

Two major studies conducted by the Survey Research
Center of the University of Michigan in the early 1970s
focused on people's perceptions of life satisfactions or

quality of life (Campbell, et al., 1976; Andrews & Withey,
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1974) . A central theme of both studies was the interplay
between the satisfactions people derive from different
aspects of their lives and how these aspects combine to
form their overall evaluations of perceived overall life
quality.

Both studies indicate that a person's overall
satisfaction with life is based largely on the satis-
factions that flow from a variety of different domains.
Andrews and Withey report that the four domains which
contribute most to perceived overall life quality are
satisfaction with (1) yourself, (2) your family 1life,

(3) the amount of fun in your life, and (4) a money index
developed from satisfactions with family income and level
of consumption. The remaining domains of the twelve
Andrews and Withey identify are your health, your job,
goods and services, your house or apartment, things to

do with your family, time to do things, spare time
activities, and an index of satisfaction with national
government.

Andrews and Withey (1974) observe that the twelve
domains do as well in explaining satisfaction with over-
all life quality as do a much larger list. They indicate
that information concerning income, sex, race, age,
family life cycle stage, and education add nothing more
to understanding why some people are content with their

lives and others are not.
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Nyblad (1975) concludes that there is no great
variance in perceived life quality when age, sex, area
of residence, or income vary. She finds that social
factors contribute most to one's overall life quality,
economic factors are second, and environmental factors
last. Both Campbell, et al., and Andrews and Withey
state that people reserve their ratings of greatest
satisfaction for those parts of their lives that are
the most personal and intimate. The more removed a
domain is from the person, the more dissatisfied they
are likely to be with that domain. In the Campbell, et
al., study, respondents are most satisfied with their
marriage, second most satisfied with their family life,
and least satisfied with savings and investments.
Satisfaction is also low in the domain of level of
consumption, which Campbell, et al., refer to as
standard of living (1976).

Andrews and Withey report that persons of low
social and economic status, urban residents, and blacks
find life less satisfying than do their counterparts.
Young people are less pleased with their lives than are
older people. In general, there is little difference
in the satisfactions expressed by men and women (ISR
Newsletter, 1974).

Campbell, et al., recognize the importance of

income as a resource, stating (1976):
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. . . when all resources and resource satisfactions
are gathered together . . . the preeminence of satis-
faction with one's standard of living as a predictor
of such feelings is dramatic, and another income
related satisfaction, that with savings, makes a
substantial contribution as well. (p. 380)

The Campbell, et al., study provides an example
of the importance of income as a resource. When asked
"Up to now, have you been able to satisfy most of your
ambitions in life or have you had to settle for less
than you had hoped for?" almost 60 percent of the sample
responded positively. However, the variation in responses
is "more tightly associated with the classic resources
of income and education than any of our other global
measures of life satisfaction or felt well-being"

(pp. 380-81). The 40 percent of the population who
answered the question negatively were asked the further
question "What are the main things that (have) stood in
your way?" About one-half of those responding mentioned
purely financial limitations; some of the other replies
at least imply financial constraints (p. 381).

Because of the importance of variation in one's
financial situation for feelings of well-being, as well
as the greater amount of expressed dissatisfaction in
this domain, much more detailed studies have been ini-
tiated, Campbell, et al., state. They refer to Strumpel
as "a central and up-to-date reference" (p. n381).

Strumpel (1975a) observes that the "most straight-

forward subjective correlate of an individual's objective
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income position is his satisfaction with income" (p. 78).
Yet, a more complete decomposition of subjective economic
welfare would include, besides income satisfaction, satis-
faction with one's level of consumption or the extent to
which the present income is seen as providing for a com-
fortable life, perceived equity of monetary rewards from
the job and income expectations (Strumpel, 1975a). The
concept of satisfaction with level of consumption,
according to Strumpel, serves "as a proxy for the degree
to which present family income satisfies consumption
needs or aspirations; also for the experience of financial
constraint, the difficulty of making ends meet, or the
felt denial of present wants in the sphere of consumption
or income allocation" (p. 78).
Strumpel (1975a) notes that satisfaction stands

for acceptance rather than approval:

Some people, more easily than others, accept unde-

sirable and undesired situations and environments.

As a yardstick against which to measure reality

they employ a barely acceptable minimum of "tolera-

bility." Others use a "fair," "good," or even

"ideal" state of affairs as anchoring points for

the evaluation of their reality. There is reason

to assume that the use of different standards is

not randomly distributed over persons or domains.

It has been noted, for instance, that under-

privileged groups (as long as there is little hope

for betterment) tend to be complacent, even to

express much satisfaction with their condition,

while the perceived possibility of change has been

observed to arouse aspirations. (p. 79)

Strumpel feels that if an individual's standards

for evaluating his condition are tainted by the perception
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of its persistence, satisfaction scores by domain appear
in a new perspective. Marriage is likely to be considered
rather permanent; one's job, or at least the kind of job
one can hope to occupy, is somewhat fixed. In contrast,
people's income and level of consumption change; vari-
ations in income, prices, and material needs occur con-
stantly and are often difficult to anticipate (Strumpel,
1975a).

In addition, the social acceptability of dissatis-
faction differs from domain to domain. Dissatisfaction
with income and level of consumption is accepted in a
culture stressing mobility, opportunities, and individual
progress. This is less true of the job, and not at all
true of marriage (Strumpel, 1975a).

Strumpel has found a strong relationship between
satisfaction with income, reports of past increases in
income, and a sense of well-being. The relationship is
constant, even after the effects of income level are
taken into account. The distribution of satisfaction
across the income distribution suggests that the societal
average serves as the reference point for lower-income
Americans; their dissatisfaction is highly correlated
with the distance from the mean (Strumpel, 1975a). The
members of households with somewhat higher incomes,
those who are comfortable to fairly affluent but not

wealthy, do not become much more satisfied with further
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increments of income, according to Katona (1964).
Strumpel (1976) also reports that satisfaction with
one's level of consumption responds to reality; actual
income correlates positively with measured satisfaction
with level of consumption.

In sum, a number of measures of objective income
adequacy have been developed and used in research. Few
measures of subjective adequacy have been empirically
tested; little has been researched in the area of con-
gruency. In recent years, work has been done on satis-
faction with overall life quality, with analysis of those
domains which contribute to satisfaction with overall
life quality. Economic domains are a contributor to
life quality, with the strength of their relationship
appearing to be less than the social domains but more

than the environmental domains.



CHAPTER III

METHODOLOGY

This study is undertaken to determine the relation-
ship of family income adequacy to selected measures of
satisfaction with perceived life quality and to specific
contextual variables. Data collected in a national study
conducted by the Survey Research Center (SRC) of the Uni-
versity of Michigan are used to test the research hypothe-
ses.

This chapter describes the data source, sampling
and data collection procedures used in the SRC study,
selection and description of the study sample, development

of specific variables, and data analysis procedures.

Data Source

The data used in this study were collected from
households during September-November 1974, as a part of
the Fall Omnibus Study of the Survey Research Center of
the University of Michigan. These data are identified
as SSA-3512, Part 1V, "Economic Incentives, Values, and

Subjective Well-being" by Burkhard Strumpel, et al.

41
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(Inter-University Consortium for Political and Social
Research, 1976-77, pp. 119-20).

Information from the Bureau of Labor Statistics
(BLS) United States Department of Labor is used in the
development of the objective family income adequacy
measure.

Procedures for Sampling and
Data Collection

The SRC interview population is a cross-sectional
sample of American adults, eighteen years of age or older,
who live in private households in the United States,
excluding Alaska and Hawaii. Transients and individuals
living in institutions, dormitories, large rooming houses,
or on military bases are not included.

The households are selected through a multi-stage
area probability sampling technique. Probability
selection is enforced at all stages of sampling. The
interviewer has no freedom of choice among housing units
or among household members within a sample dwelling.

The final SRC sample consists of 1,519 individuals.

Data are collected by personal interview with the
selected respondent in each household. Trained SRC inter-
viewers use the interview schedule prepared for the study.
That schedule contains fixed questions with either fixed
answers or open-ended answers. Additional items are
gathered by interviewer observation, e.g., race and sex

of the respondent.
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Data are coded, transformed, and then stored on
magnetic tape by the SRC staff. A copy of the magnetic
tape was made available to the researcher by the Inter-
University Consortium for Political and Social Research,
Ann Arbor, through the Michigan State University Depart-

ment of Political Science, a Consortium member.

Selection of the Study Sample

A sample of 1,046 of the 1,519 respondents to
the fall 1974 SRC survey of Strumpel, et al., are used
for this study. The criteria for selecting the study
sample are (1) complete data on life satisfaction measures
and subjective family income adequacy and (2) availability
of specific information required to compute the objective
family income adequacy measure.

The first criterion reduces the sample by less
than 100 persons. The deletions for not providing on-
the-scale responses to the 3 satisfaction variables
include 44 on perceived overall life quality, 20 on
perceived level of consumption, and 22 on perceived
family income. An additional 6 respondents who did not
provide information on subjective family income adequacy
are deleted.

The second criterion, presence of all information
necessary to compute objective income adequacy measures,
requires survey data on age of family head, age of oldest

child, number of parents in the household, number of
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children under 18 in the household, and total family
income before taxes in 1973. This criterion also
requires BLS income equivalence numbers to adjust the

BLS standard budget for differences in family composition.

The deletions by the second criterion include 159
respondents who did not provide information on their total
family income and 331 who could not be assigned the most
specific type of BLS family income adjustment equivalence
number. This most specific type of equivalence number
is based on the age of the family head, age of oldest
child, and presence of husband and wife, or one parent,
or one adult living alone (see Appendix A). The BLS age
of male family head classification for equivalence numbers
is reinterpreted in this study to be the male or female
respondent-head. Still, 71 adult children and 8 respon-
dent-heads are deleted because the age of the head is not
known. Seven families are deleted because they are
unusual age-of-parent, age-of-child combinations for
which there are no specific BLS family income adjustment
equivalence numbers.

While equivalence numbers are available for
family units which include adult children living at home,
such children, when not the survey respondent, cannot
be identified in the SRC sample data. Therefore, all
237 cases with more adults in the family unit than just
the respondent, and a second adult if the respondent is

married, are deleted.
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Eight additional respondents are deleted because
the comparability of their objective family income ade-
quacy measures with those of other respondents is ques-
tioned. These are married respondents whose spouses do
not live at home. Maintenance of two separate residences
is likely to require more income to achieve the same
moderate level of living. There is also the possibility
that the respondent may have interpreted the question
regarding total family income as being either the income
of the family unit at that address or of the family unit
including the absent spouse.

The sum of individual deletions is 676, while
only 473 cases are deleted from the SRC sample in the
formation of the study sample. Thus, 203 cases are
deleted for multiple reasons. Possible examples of
respondents deleted for multiple reasons are (1) the
respondent who fails to give on-the-scale responses to
two of the life satisfaction measures and (2) the
respondent who is a parent of the family unit head, who

does not report the family unit's total income in 1973.

Description of the Study Sample

The sample selected for this study contains 1,046
respondents. The major characteristic on which the study
sample differs from the SRC sample is that of marital
status. There are 6.7 percent more married respondents

in the study sample than in the SRC sample and 5.0 percent
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less in the never married category. Other percentages--
separated, divorced, and widowed--are quite similar in
both samples, as shown in Table 1. The differences
appear to be related to the second deletion criterion--
that respondents who cannot be assigned specific BLS
family income adjustment equivalence numbers are excluded
from the study sample. The never married respondent-
heads may more frequently share their family units with
other adults, such as a nonrelated adult or an elderly
parent who moves into their home. If this is the case,
such respondents are deleted from the study sample.
Comparing response categories, a lesser dif-
ference between the SRC sample and the study sample is
that 2.5 percent less of the study sample are one-person
households and 2.5 percent more are married couples with
children under the age of 18 living at home, as shown
in Table 1. This difference is consistent with and
related to the difference in marital status between the
study sample and the SRC sample, but is less pronounced.
In all other characteristics compared, the study
sample is very similar to the SRC sample. Comparisons
of family income are shown in Table 2; comparisons of
the respondent's sex, age, racial or ethnic group, edu-
cation, and occupation are reported in Table 3. Since
the samples are so similar, the results of the study are

generalizable to those family units in private households
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TABLE 1l.--Marital status and family type

Characteristics of the Study Sample SRC Sample
Respondent-Head
N % N %
Marital Status 1046 100.0 1519 100.0
Married 767 73.3 1101 66.6
Separated 34 3.3 50 3.3
Divorced 57 5.4 87 5.7
Widowed 98 9.4 160 10.5
Never married 90 8.6 206 13.6
Not ascertained - - 5 .3
Family Type 1046 100.0 1519 100.0°
One person 215 20.5 284 23.0
One adult, one or more
children 64 6.1 75 6.1
Married couple, no children
at home 342 32.7 405 32.8
Married couple, children age
17 or younger living at home 425 40.6 471 38.1
Other family typesb - - 284 -

aPercentages exclude the category "other family

types."
b

Family units which include other adults in

addition to the respondent-head and, if the respondent

is married, the respondent's spouse.
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TABLE 2.--Total family income before taxes in 1973

1973 Family Study Sample SRC Sample
Income 3 cum. N $ cum. %2
Under $2,000 46 4.4 57 4.2 4.2
$ 2,000~ 2,999 51 4.9 72 5.3 9.5
3,000~ 3,999 59 5.6 1l 73 5.4 14.9
4,000- 4,999 34 3.3 18.2 50 3.7 18.5
5,000- 5,999 44 4.2 22.4 62 4.6 23.1
6,000- 7,499 78 7.5 29.8 94 6.9 30.0
7,500- 8,999 78 7.5 37.3 94 6.9 36.9
9,000- 9,999 63 6.0 43.3 73 5.4 42.3
10,000-10,999 79 7.6 50.9 98 7.2 49.5
11,000-12,499 71 6.8 57.5 94 6.9 56.4
12,500-14,999 109 10.4 68.1 148 10.9 67.3
15,000-17,499 95 9.1 77.2 123 9.0 76.3
17,500-19,999 71 6.8 83.9 84 6.2 82.5
20,000-22,499 54 5.2 89.1 76 5.6 88.1
22,500-24,999 33 3.2 92.3 45 3.3 91.4
25,999-29,999 24 2.3 94.6 37 2.7 94.1
30,000-34,999 27 2.6 97.1 36 2.6 96.8
35,000 or more 30 2.9 100 44 3.2 100.0
Don't know - - 40 -
Not ascertained - - 119 -
TOTAL 1046 100.0 1519 100.0

aPercentages exclude the categories "don't know"
and "not ascertained."
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TABLE 3.--Characteristics of the respondent

Study

Characteristic Sample SRC Sample
N % N %
Sex
Male 463 44.3 654 43.1
Female 583 55.7 865 56.9
Age
18 to 34 418 40.9 582 38.3
35 to 54 333 31.8 488 32.1
55 to 64 151 14.4 221 14.5
65 to 94 144 13.8 219 14.4
Racial or Ethnic Group
White 914 87.4 1298 85.5
Black 94 9.0 159 10.5
Chicano, Puerto Rican,

Mexican- or Spanish-American 23 2.2 33 2.2
American Indian 6 .6 6 .4
Oriental 6 .6 8 .5
Other 3 3 7 .5
Not ascertained - - 8 .5

Education
Up to 8 grades 176 16.8 263 17.3
9 to 1l grades 125 12.0 202 13.3
High school diploma 355 33.9 504 33.2
Some college, no degree 209 20.0 312 20.4
Bachelor's level degree 132 12.6 166 10.9
Advanced degree 49 4.7 62 4.1

Occupation
Unemployed, retired, disabled 171 16.3 256 16.9
Housewife, widow 240 22.9 331 21.8
Laborers and service workers 107 10.2 174 11.5
Operatives 86 8.2 130 8.6
Craftsmen and foremen 75 7.2 115 7.6
Clerical and salesworkers 136 13.0 204 13.4
Managers 113 10.8 156 10.3
Professionals 118 11.3 150 9.9
Not ascertained - - 3 .2

NOTE: N = 1046 for the study sample and N

1519 for the SRC sample.
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in the United States, excluding Alaska and Hawaii, which
include no adults other than the husband and wife or the

one-adult head.

Description of Variables

Income Adequacy Variables

The independent variables in this study are sub-
jective family income adequacy, objective family income
adequacy, and the congruency or agreement between objec-
tive and subjective income adequacy.

Subjective family income adequacy is developed
from the question "Do you feel that your total (family)
income is enough for you (and your family) to live as
comfortably as you would like at this time?" The four
response options are "very comfortably," "comfortably,"
"not too comfortably," and "not at all comfortably."
Thus, while the study analyzes subjective income "ade-
quacy," the scale by which respondents judged their sub-
jective income speaks of "comfort."

Does the word "comfort" lead respondents to indi-
cate a lower level of income adequacy than might a less
luxurious sounding average income term? It does not
seem to do so, judging by study data. The modal value
in the study is "comfortably," the response of 58.6 per-
cent of the sample. The next largest category is "not

too comfortable," 25.6 percent of the sample. Hence,
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a "comfort" based scale of measurement does not appear
to have depressed the distribution. The distribution
of the study sample by subjective family income adequacy

is given in Table 4.

TABLE 4.--Subjective family income adequacy distribution

Growp  IGOm MSNCY  wumber percentage CUmLative

SA-12 Not at all adequate 62 5.9 5.9

SA-2 Less than adequate 268 25.6 31.5

SA-3 Adequate 613 58.6 90.2

SA-4 Very adequate 103 9.8 100.0
TOTAL 1046 100.0

3sa is subjective family income adequacy.

The second income adequacy variable is objective
family income adequacy. Unlike subjective family income
adequacy, it is not based on the respondent's perception.
It is a computed welfare ratio which represents the
relation of family income to the income that family unit
would need to live at the moderate level of living
envisioned by the designers of the BLS standard budget.

The objective adequacy ratio was developed through
a series of steps. First, each respondent is assigned a
BLS family composition equivalence number which adjusts

the BLS standard budget at the moderate level, $12,626,
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for differences in income needs based on differences in
the number and ages of people in the family unit. For
example, one person under the age of 35 and living alone
is assigned an equivalence number of 37, indicating that
a person needs 37 percent of the income required by a
family of four, with a head age 35-54 and the oldest
child age 6-15, to achieve an equivalent level of living.

Secondly, each respondent is assigned a BLS geo-
graphic equivalence number to adjust the moderate level
standard budget for regional differences in income needs
based upon climate and life styles. For example, a
respondent living in Boston is assigned a geographic
equivalence number of 118, indicating that that family
needs an income of 118 percent of the U.S. average
standard budget income level to attain the same moderate
level of living.

The objective family income adequacy variable is

then calculated by the following equation:

Objective

Adequacy = _ Total family income in 1973

Ratio Standard Adjustment Adjustment for
budget; X for family X geographic
moderate composition region
level 100 100

The resulting ratios are grouped into six ordinal
categories of objective family income adequacy. These
categories, their descriptions, and frequencies are

reported in Table 5. Just under 30 percent of the
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sample have objective adequacy ratios of less than 100,
indicating that they do not have a sufficient family
income in 1973 to attain the level of living represented
by the BLS standard budget at a moderate level of living.
The middle groups in the sample, those with ratios of
100 to 299, are 68.6 percent of the total. They have
from one to just under three times the income needed to
attain the level of living represented by the BLS

moderate level standard budget.

TABLE 5.--Objective family income adequacy distribution

Objective .
Cumulative

Group Adequacy Number Percentage

Ratio Percentage
oA-12  16-49P 79 7.6 7.6
OoA-2 50-99 233 22.3 29.8
OoA-3 100-149 247 23.6 53.4
OA-4 150-199 180 17.2 70.7
OA-5 200-299 186 17.8 88.4
OA-6 300 or more 121 11.6 100.0

TOTAL 1046 100.0

30a is objective family income adequacy.

bThe ratio is obtained by dividing total family
income by family needs adjusted for family composition
and geographic region,

The distributions of objective family income
adequacy ratios and of total family income in 1973 are

listed by percentiles in Table 6. A caution in reading

the table is that it should not be assumed that the
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family which is at the 50th percentile of the objective
income adequacy is the same family which is at the 50th
percentile of the family income distribution.

TABLE 6.--Objective adequacy ratios and total family
income distribution by percentiles of the study sample

. Objective Total Family
Percentile Adequacy Ratio Income in 1973
5th 43 Under $2,000
10th 57 $ 3,000-$3,999
15th 71 4,000~ 4,999
20th 8l 4,000- 4,999
25th 91 6,000~ 7,499
30th 100 7,500~ 8,999
35th 111 7,500- 8,999
40th 122 9,000- 9,999
45th 131 10,000-10,999
50th 143 10,000-10,999
55th 151 11,000-12,499
60th 164 12,500-14,999
65th 179 12,500-14,999
70th 198 15,000-~17,499
75th 217 15,000-17,499
80th 241 17,500-19,999
85th 272 20,000~-22,499
90th 319 22,500-24,999
95th 405 30,000-34,999
100th 988 35,000 or more

The objective adequacy ratio is a measure of family income
divided by family income needs. A large family with an
income at the 50th percentile would have an objective
adequacy ratio which is less than that of a one-person
family unit which is at the 50th percentile of the income
distribution.

Table 6 indicates that the median objective ade-

quacy ratio for the study sample is 143, or 143 percent of
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the income needed to live at the moderate level of living
represented by the budget standard. It also shows that
the median income of the study sample family units is
$10,000 to $10,999. Seventy percent of the families

in the study sample have incomes large enough to live

at or above the BLS moderate level standard budget.

The third income adequacy variable, congruency,
is a measure of the degree of agreement and direction of
disagreement between a respondent's objective and subjec-
tive family income adequacy. Congruency groups are
identified and coded by the matrix of objective and sub-
jective adequacy groups shown on page 56.

As Figure 2 illustrates, OA-3, OA-4, and OA-5
are treated alike in developing the congruency groups.
This is because post hoc contrasts during the early stages
of data analysis show these three groups do not differ
significantly from each other in their mean scores on
the satisfaction variables.

The congruent group in the congruency variable
is C-3. C-2 and C-4 are one degree away from being con-
gruent. C-1 and C-5 are two degrees away from being con-
gruent. C-1 and C-2 differ from the congruent group in
that their subjective adequacy is higher than their
objective adequacy. They could be termed worse off
than they think they are. C-4 and C-5 differ from the

congruent group in that their objective adequacy is
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higher than their subjective adequacy. They could be
called better off than they think they are.

The frequency distribution of the congruency
groups is reported in Table 7. Over half of the study
sample, 54.0 percent, are in the congruent category.
Their objective and subjective family income adequacy
levels are in agreement. The remaining respondents are
about equally distributed between those who differ from
the congruent group, C-3, in that their subjective income
adequacy is greater than their objective income adequacy,

and those that differ in the opposite direction.

TABLE 7.--Congruency group frequency distribution

Group Description Number Percentage
c-1 SA>>0A% 29 2.9
c-2 SA > OA 202 19.3
Cc-3 SA =0A 565 54.0
Cc-4 SA < OA 219 20.9
Cc-5 SA<<OA 31 3.0
TOTAL 1046 100.0

ac is congruency, SA is subjective adequacy,
and OA is objective adequacy.

Satisfaction Variables

The dependent variables in the study, to which
the income adequacy variables are related, are measures

of satisfaction with perceived family income, perceived
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level of consumption, and perceived overall life quality.
They are measured on a seven-point scale. Values of the
scale are "delighted," "pleased," "mostly satisfied,"
"mixed," "mostly dissatisfied," "unhappy," and "terrible."

To be used as a dependent variable in the analysis
of variance and multiple classification analysis, the
satisfaction variables are assumed to be (1) at an
interval level of measurement and (2) normally dis-
tributed. These assumptions are now discussed.

Andrews and Withey have treated items measured
on the seven-point Delighted-Terrible Scale as interval
data. They base that decision on a comparison of the
Delighted-Terrible Scale with several other scales.

They observe that:

We find that . . . the intervals between the
five least positive categories of the Delighted-
Terrible Scale are all approximately equal. . . .
However, the interval between mostly satisfied and
pleased is somewhat less than that between the
more negative categories, and the interval between
pleased and delighted is only about half the size
of the others . . .

The above findings suggest that respondents
tend to use all of the most promising scales in
approximately the same way, (and) that the mean-
ing they attach to scale categories seems not to
be much influenced by what is being evaluated
. « - (Andrews & Withey, 1976, pp. 7-9)

The conclusions quoted above are based on the

comparison of seven items, each having.been measured on
a number of scales. Two of the three satisfaction

variables used in this study are among those seven items.
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Since Andrews and Withey state that the meaning attached
to scale categories seems not to be much influenced by
what is being evaluated, this researcher assumes that
perceived family income can also be treated as an
interval measure.

Descriptive statistics of the distribution of
the satisfaction variables are reviewed regarding the
assumption of normality. To be perfectly normal, a
satisfaction variable has a mean and median of the same
value (Blaloch, 1972, p. 70) and zero skewness. As
shown in Table 8, the mean and median values of each
of the satisfaction variables are very similar and can
be assumed to be normal. Each satisfaction variable,
however, is somewhat asymmetric. They vary in skewness
from -.72 for family income to -1.10 for level of con-

Sumption.

TABLE 8.--Descriptive statistics for satisfaction variables

Perceived
Overall
Life Quality

Descriptive Family Level of
Statistic Income Consumption

Central Tendency

Mean 5.35 5.11 4.32

Median 5.47 5.25 4.65
Variability

Variance 1.41 1.45 2.14

Standard deviation 1.19 1.20 1.46

Standard error .04 .04 .05
Symmetry

Skewness -.93 -1.10 -.72

Kurtosis 1.39 1.59 -.17




60

Kurtosis is a measure of the peakedness of the
distribution. A normal curve, using the SPSS computa-

tional equation, has a kurtosis of zero. The satisfaction

with family income variable is very nearly normal, having
a kurtosis of -.17. The other two satisfaction measures
have kurtosis values of 1.38 and 1.59, indicating that
there is less variance in the study sample responses
than would be expected in a normal distribution.

Most research reports on the effects of sample
non-normality have concluded that the ordinary F and
t statistics are robust, i.e., they are immune to vio-
lations of this assumption. As Lindquist states (1953):

. . the F-distribution is practlcally unaffected
by lack of symmetry, per se, in the distributions
of criterion measures, but is slightly affected if
the distribution of criterion measures is roughly
symmetrical but either very flat or very peaked.
In the latter cases, the probabilities read from
the normal-theory F-table are too small to repre-
sent the true risk of a Type I error and due
allowances should be made for this in the inter-
pretation of results. In such cases . . . when the
"apparent" risk (as read from the F-table) of a
Type I error is 5%, the true risk may be as large
as 8%, and when the apparent level of significance
of an F-test is the 1% level, the actual level of
significance may be the 2% level (approximately).
(p. 81)

In this study, the kurtosis of satisfaction with
family income is very slight, so no allowance needs to
be made. The other two satisfaction measures are some-

what peaked, but not extremely so.
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Contextual Variables,
Demographic

The contextual variables are used in this
research to describe the differences between respondents
who differ in the subjective adequacy, objective ade-
quacy, and congruency groups to which they belong.

The contextual variables are of two types, demo-
graphic characteristics and economic perceptions of the
respondent. Those demographic characteristics which are
of an interval level of measurement, the age of the
respondent, age of oldest child in the family unit, number
of children, number of adults and family income, are
analyzed by one-way analysis of variance. The other
demographic variables, which include the sex, racial
or ethnic group, education, and type of occupation of
the respondent; as well as the housing status and urbani-
zation of the family unit's residence, are analyzed with
nonparametric statistics.

The coding variations of the demographic con-
textual variables are described in detail in Appendix B.

Contextual Variables, Economic
Perceptions

Five economic perception variables are developed.
They are current concerns, an index of wishes for material
things, achievement of consumption goals, recent financial

progress, and intergenerational financial progress.
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These are explained briefly here and in greater detail
in Appendix B.

During the interview, the respondent was handed
a card with a list of five possible current concerns.
The respondent was asked to name those items which were
presently of concern and to rank the first and second
most important concerns. The first ranked concern of
each respondent is included in the current concerns
variable.

The material wishes index is the sum of the
respondent's degree of interest in having a better car,
a new set of furniture, better household appliances,
more money to spend on vacations and leisure time activ-
ities, and much more savings or financial reserves.

The consumption achievement variable is a combi-
nation of how one's present level of consumption compares
with what one had expected and one's judgment of the like-
lihood of attaining the consumption goals to which one
aspires.

The recent financial progress variable combines
one's perception of financial progress, or the lack of
it, in the past year and expected financial progress in
the coming year. It is developed and coded as has been
done in past Economic Behavior Program studies of the

Survey Research Center (Katona, 1972; 1975).
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Intergenerational financial progress measures the
respondents' judgments of whether they are better or
worse off or the same as their parents.

While some of the economic perceptions have some
hierarchial order, they are all treated as categorical
measures; and nonparametric statistics are used in testing
the hypotheses. This is done for consistency and compar-

ability across the noninterval level contextual variables.

Analyses of Data

Both parametric and nonparametric techniques are
used in hypotheses testing. An alpha level of .05 is
used in two-tailed tests to determine the probability
of a Type I error, i.e., that the null hypothesis is
rejected when in fact it is true.

The statistics used to generate alpha levels are
not the only criteria for evaluation of the hypotheses.
Tests of the degree of association are also used. Sig-
nificance is tested by the F-statistic in analysis of
variance, by the t-statistic in post hoc contrasts, and
by the chi square for nonparametric models. The degree
of association, or the amount of variance explained, is
tested by Cramer's V in nonparametric models. In para-
metric models, the degree of association for individual
independent variables is tested by eta square; when there

are two independent variables their adjusted association
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is measured by beta square and their total combined

effect is measured by multiple R and multiple R squared.

Statistical Models

Analysis of variance is used to test the-dif-
ferences among income adequacy groups in their mean
scores on satisfaction variables and their mean scores
on some demographic contextual variables. The assumptions

of the model are:

1. Dependent variables are continuous with equal

appearing intervals

2. Normality, the sample is drawn from a population

that was normally distributed
3. Independence of observations
4. Homoscedasticity

With regard to the satisfaction measures as
dependent variables, the first two assumptions have been
discussed earlier and are assumed to be satisfied.

The third assumption, independence of observations,
is reviewed. It requires that observations be independent
in that respondents are not matched or paired in any sys-
tematic manner. One income adequacy variable in the study
is not independent of the others. The congruency variable
is developed from the objective and subjective adequacy
variables. Hence, any error in congruency is not indepen-

dent of error in objective or subjective adequacy.
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To meet the requirement of independence of obser-
vations, the analysis is designed to scparate congruency
analysis from the analysis which utilizes the objective
and subjective income adequacy variables. First, factorial
analysis of variance is used to test the relationship of
objective and subjective income adequacy with each of the
satisfaction measures. Then the relationship of con-
gruency to each of the satisfaction measures is tested
through one-way analysis of variance. This approach pre-
serves the independence of the variables.

Homoscedasticity, or the homogeneity of variance,
is the fourth assumption in analysis of variance. Mean
scores of the satisfaction variables for groups in each
of the income adequacy variables were reviewed. Their
variance is judged to be similar, thus meeting the
assumption of homoscedasticity. This judgment is sup-
ported by Lindquist (1953) who states: "In general,
unless the heterogeneity of either form or variance is
so extreme as to be readily apparent upon inspection of
the data, the effect upon the F-distribution will probably
be negligible" (p. 86).

After the analysis of variance, in those instances
where the F-statistic reveals significant differences
between groups, post hoc contrasts are implemented.

This technique contrasts one or more groups with another

group or groups to determine which of the groups differ
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in mean scores on the dependent variable. T-tests of
the pooled variance are used to test the significance
of the differences, because pooled variance provides
the best control over variance.

Multiple classification analysis is used to test
the strength of association between income adequacy var-

iables and satisfaction variables. The eta square sta-

tistic is the correlation ratio and indicates the pro-
portion of the total sum of squares explainable by one
factor or income adequacy variable (Andrews, et al.,
1973, p. 7). For example, an eta square of .56 means
that approximately 56 percent of the variation in the
dependent variable is explained by the independent
variable. Beta provides a measure of the ability of

one factor to explain variation in the dependent variable
after adjusting for the effects of all other factors.
Multiple R squared, the multiple correlation coefficient
squared, estimates the proportion of variance in the
dependent variable explained by all factors together

(p. 7).

In the last step of the analyses, the income
adequacy variables are related to contextual variables.
The purpose is to describe the membership of the four
subjective, the six objective, and the five congruency
groups. The analysis describes, for example, how the
respondents in the different groups differ in age of

head, number of children, and family income.
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The contextual variables are of two types,
demographic characteristics of the respondent and his
family and economic perceptions of the respondent. One-
way analysis of variance, followed by post hoc contrasts,
is used to relate each of the income adequacy variables
to each of those demographic variables which are at an
interval level of measuremént. Eta square statistics
are computed to determine the strength of association.

Nonparametric models are used to test the relati;;;
ship of income adequacy variables to those demographic
variables which are at a categorical level of measurement.
Chi square is used to test significance and Cramer's V
to test the strength of association. These same non-
parametric statistics are used to test the relationship
of income adequacy variables to contextual variables
regarding economic perceptions.

Chi square is a symmetric nonparametric test of
statistical significance (Mueller & Schuessler, 1961,

p. 402). The assumptions of the statistic were reviewed,
with emphasis on theoretical cell size. Snedecor and
Cochran (1967) discuss cell size requirements and their
importance, stating:

The x2 is a large-sample approximation, based on

the assumption that the distributions of the

observed numbers . . . in the classes are not

far from normal. This assumption fails when some

or all of the observed numbers are very small.

Historically, the advice most often given was
that the expected number in any class should not
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be less than 5, and that, if necessary, neighboring
classes should be combined to meet this requirement.
Later research . . . showed that this restriction
is too strict. Moreover, the combination of
classes weakens the sensitivity of the x2 test.
We suggest that the x2 test is accurate enough if
the smallest expectation is at least 1, and that
classes be combined only to ensure this condition.
(p. 235)
Classes of the contextual variables, when necessary, are
combined to meet Snedecor and Cochran's criterion of an
expected frequency of at least one.

Cramer's V is used to test the strength of
association of two nominal variables (Nie, et al., 1975,
pp. 224-25). It is similar to phi and is used with con-
tingency tables which are larger than 2 x 2. Cramer's
V adjusts phi for the number of rows or columns in a
table, whichever is one lesser number. Cramer's V
varies from zero when no association exists to 1.0 when
the two variables are perfectly associated. Like chi

square and phi, Cramer's V is a symmetrical statistic

(Blaloch, 1972, p. 297).

Computer Programs

The Control Data Corporation 6500 model computer
at Michigan State University is used to perform all of
the analyses. The programs to develop the variables
and compute the statistics used in this study are a part
of the 6.0 version of the Statistical Package for the

Social Sciences (Nie, et al., 1975). Aall of the
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computations are implemented at the Michigan State Uni-

versity Computer Laboratory.



CHAPTER IV

RESULTS OF DATA ANALYSES

The results of data analyses are reported in
four sections of this chapter under the headings of
(1) income adequacy and satisfaction, (2) congruency and
sat}sfaction, (3) income adequacy, congruency and con-
textual variables, and (4) summary of results. Each
research hypothesis is stated, then the statistical test

used, and its results are reported.

Income Adequacy and Satisfaction

In this section the research question is: Do
those who differ in level of objective and subjective
family income adequacy differ in their satisfaction with
perceived family income, level of consumption, and
overall life quality? Factorial analysis of variance,
means and standard deviations, and post hoc contrasts
are used to test the research hypotheses. The first
set of hypotheses suggest that differences exist:

H,: There is a difference in satisfaction with per-

1 ceived family income for those who differ in
objective and subjective family income adequacy.

70
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H,: There is a difference in satisfaction with per-
ceived level of consumption for those who differ
in objective and subjective family income
adequacy.

ceived overall life quality for those who differ
in objective and subjective family income

\
Hj: There is a difference in satisfaction with per- [
adequacy.

Two-way factorial analysis of variance, using a
classical approach and a fixed effects model, is used
in the first step of the analysis (Nie, et al., 1975;
Overall & Spiegel, 1969). The factors are objective and
subjective income adequacy. They are related to family
income, level of consumption, and overall life quality
in three separate analyses.

In reviewing the results of factorial analysis
of variance, one first checks for interaction between
the factors. If interaction is significant, the assump-
tion of additivity is violated and a different analysis
technique is needed. If interaction is not significant,
one can proceed to review the main effects, which are
the additive effects of the individual factors. If main
effects are significant, the individual effect of each
factor on the dependent variable while controlling for
the other factor is reviewed (Blaloch, 1972, p. 483).

Results of the tests of the first three hypotheses
are reported in Table 9. For each of the satisfaction

variables, which are reported by variable by sections A,
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TABLE 9.--Two-way analysis of variance for mean differences
in satisfaction for objective and subjective income adequacy
G

4

Source of Sum of af Mean F-statistic
Variation Squares Squares (Probability)

A. Satisfaction with Perceived Family Income

Main Effects 809.601 8 101.200 73.265 (.001)°2

Subjective

Adequacy 537.140 3 179.047 129.623 (.001)2

Objective

Adequacy 26.675 5 5.335 3.862 (.001)2
2-way Interaction

SA x oab 18.471 14 1.319 .995 (.999)
Residual 1413.061 1023 1.381

Total 2241.133 1045 2.145

B. Satisfaction with Perceived Level of Consumption

Main Effects 377.452 8 47.182 42.853 (.001)2

Subjective

Adequacy 204.105 3 68.035 61.793 (.001)2

Objective

Adequacy 39.726 5 7.945 7.216 (.001)2
2-way Interaction

SA x OA 11.340 14 .810 .736 (.999)
Residual 1126.344 1023 1.101

Total 1515.136 1045 1.450

C. Satisfaction with Perceived Overall Life Quality

Main Effects 176.364 8 22.046 17.579 (.001)°
Subjective a
Adequacy 116.437 3 38.812 30.948 (.001)
Objective
Adequacy 13.739 5 2,748 2.191 (.052)
2-way Interaction
SA x OA 13.398 14 .957 .763 (.999)
Residual 1282.956 1023 1.254
Total 1472.719 1045 1.409

aSignificance level: p 2 .os.

b
adequacy.

SA is subjective adequacy, OA is objective
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B, and C of the table, there is no significant intecr-
action between objective and subjective family income
adequacy. Thus, the factorial analysis of variance
assumption of additivity of the two factors is met.
The main effects, which are the sum of the individual
effects, for each of the satisfaction variables are
significant at the .001 level.

Next, one looks at the individual effect of one
factor while controlling for the other factor. The
effect of subjective income adequacy on each of the three
satisfaction variables, while controlling for objective
adequacy, is significant at the .001 level. Those who
differ in subjective adequacy do differ in satisfaction
with family income, level of consumption, and overall.
life quality.

The effect of objective adequacy on satisfaction
with family income and satisfaction with level of con-
sumption is significant at the .001 level. Those who
differ in objective adequacy do differ in satisfaction
with family income and satisfaction with level of con-
sumption. The effect of objective adequacy on satis-
faction with overall life quality is not significant;
its probability is .052.

The fact that objective and subjective income
adequacy do have some commonality is revealed by an

examination of the sum of squares for each satisfaction
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variable. 1In each instance, the sum of squares for the
main effects is greater than the sum yielded by adding
the sum of squares for the individual effects of the
objective and subjective income adequacy factors. For
example, in the case of satisfaction with family income,
the sum of squares for main effects is 809.601 while the
total yielded by adding the sum of squares for subjective
adequacy, 537.815, and the 26.675 sum of squares for
objective adequacy is 563.815. The difference of 245.786
is the commonality, the amount of variance explained
equally well by either of the income adequacy variables.
In the two-factor classical model for analysis of variance,
this variance is removed to obtain the unique contribution
of each of the factors to difference in the mean score on
a satisfaction variable.

An alternative analysis technique is used to
further explore the relationship of objective adequacy
to satisfaction with overall life quality. This relation-
ship does not reach significance in two-way factorial
analysis of variance. In one-way analysis of variance,
where the total effect of objective adequacy is measured,
without adjustment for its commonality with subjective

adequacy, the relationship of objective adequacy to
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*
overall life quality is significant at the .000 1level.

This is reported in Table 10.

TABLE 10.--One-way analysis of variance for mean difference
in satisfaction with overall life quality for objective

adequacy
Source of Sum of af Mean F-statistic
Variation Squares Squares (Probability)
Between Groups 59.927 5 11.985 8.823 (.000)2

Within Groups 1412.792 1040 1.359
TOTAL 1472.719 1045

aSignificance level: p s .05,

In summary, H1 and H, are supported. H3, when
phrased in terms of two-way factorial analysis of
variance, is not significant. In one-way analysis of
variance, both objective and subjective adequacy groups
do differ in mean scores on satisfaction with overall
life quality. Thus, differences in the level of income
adequacy, individually as well as in combination, are
related to differences in mean scores on each of the
satisfaction variables.

In addition, a comparison of the sums of squares

for income adequacy factors within each of the satisfaction

*

The SPSS statistical package reports probabili-
ties of .000, .0000, and (0). All of these can be inter-
preted as having probabilities of less than .001l.
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variables shows that more of the variation in mean scores
is explained by subjective adequacy than by objective
adequacy. For example, in the case of satisfaction with
family income, the sum of squares for subjective adequacy
is 537.140, which is much greater than the 26.675 sum of
squares reported for objective adequacy in Table 9. Thus,
subjective adequacy explains more of the difference in
satisfaction mean scores than does objective adequacy.
Having determined that differences in mean scores
on satisfaction do exist for those who differ in objective
and subjective family income adequacy, the next set of
hypotheses consider which groups differ and the direction

of that difference. They are:

As the level of subjective family income ade-

4 quacy increases, there is an increase in satis-
faction with perceived: (a) family income,
(b) level of consumption, (c) overall life
quality.
HS: As the level of objective family income adequacy

increases, there is an increase in satisfaction
with perceived: (a) family income, (b) level
of consumption, (c) overall life quality.
H4 is supported. Each of the four levels of
subjective income adequacy is significantly different
at the .000 level from the other three levels of subjec-
tive income adequacy as shown by the contrasts reported

in Table 11. The mean scores on satisfaction measures,

reported in the same table, show that satisfaction with
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family income, level of consumption, and overall life
quality increases as level of subjective income adequacy
increases.

In regard to objective income adequacy, HS’ the
results are less clearcut. Therefore, the relationship
of objective adequacy to each of the satisfaction var-
iables will be handled individually.

Satisfaction with Perceived
Family Income

For perceived family income, satisfaction mean
scores increase as the objective adequacy ratio increases.
However, for groups OA-3, OA-4, and OA-5, the difference
in mean scores on satisfaction with family income is less
than for the groups with lower objective adequacy ratios,
or for those with the highest objective adequacy ratios,
as shown in Table 12.

This lesser difference between objective adequacy
group mean scores on satisfaction with family income
becomes more apparent when the groups are contrasted and
t-tests of significance are applied. Contrasts between
groups with objective adequacy ratios of 100 to 299 have
a lower level of significance or are not significant.

The comparison of OA-3 and OA-4 is significant at the
.040 level; the comparison of OA-4 and OA-5 is not sig-
nificant. Contrasts between groups with lower adequacy

ratios, OA-1 with OA-2 and OA-2 with OA-3, are
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significantly different at the .000 level of probability.
The contrast between the two groups with the highest
adequacy ratios, OA-5 and OA-6, is also significant at
the .000 level of probability.

Thus, the effect of objective income adequacy on
satisfaction with perceived family income is greatest at
the extremes of the distribution. Very high and quite
low objective adequacy ratios make a significant dif-
ference in satisfaction. Differences in satisfaction
mean scores within the middle objective adequacy groups
are consistent in direction but are smaller in magnitude
and are sometimes not significant.

Because mean scores on satisfaction with family
income are less significant for OA-3 and OA-4, and not
significant for OA-4 when contrasted with OA-5, these
three groups are combined for two additional contrasts.
The contrasts of OA-2 with OA-3,4,5 and of OA-3,4,5 with
OA-6 are significantly different at the .000 level of
probability. This produces four groups which are sig-
nificantly different at the .000 level of probability.
These groups are OA-1l, OA-2, OA-3,4,5, and OA-6.

In summary, with regard to H5a’ the results of
analysis show that satisfaction with perceived family
income increases as the level of subjective adequacy
increases. However, the difference in satisfaction mean

scores is significant for only four of the five compared
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pairs of objective income adequacy groups. Difference

in satisfaction is slight for those with objective
adequacy ratios of 100 to 299. By combining three of

the objective adequacy groups which have quite similar
satisfaction mean scores, four levels of objective family
income adequacy which differ significantly in satisfaction
with family income mean scores are identified.

Satisfaction with Perceived
Level of Consumption

For perceived level of consumption, satisfaction
mean scores increase as objective adequacy ratios increase
with one exception. Groups OA-4 and OA-5 had satisfaction
mean scores which are essentially the same.

The results of contrasting adjacent objective
adequacy groups by their mean scores on satisfaction with
level of consumption show a pattern quite like the con-
trasts of the same groups by their mean scores on satis-
faction with family income. Differences in means scores
on satisfaction with level of consumption are significant
at the .000 level for those groups with low objective
adequacy ratios, OA-1 with OA-2 and OA-2 with OA-3.

Those groups with the highest objective adequacy ratios,
OA-5 and OA-6, are significantly different at the .002
level. Contrasts involving the middle groups on objective
income adequacy do not reach the .05 alpha level selected

by this study. The contrast of OA-3 with OA-4 has a
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probability of .191 and the contrast of OA-4 with OA-5
has a probability of .822.

Again, the effect of objective income adequacy
on a satisfaction variable is greatest at the extremes
of the objective adequacy distribution. Very high and
quite low objective adequacy groups, when contrasted
with their adjacent objective adequacy groups, do differ
significantly in satisfaction with perceived level of
consumption.

Two additional contrasts are implemented to com-
pare the combined group, OA-3,4,5 with objective adequacy
groups OA-2 and OA-6. These contrasts are significant
at the .000 level. This produces four groups which are
significantly different at the .000 level of probability.
These groups are OA-1l, OA-2, OA-3,4,5, and OA-6.

In summary, with regard to HSb’ the results of
analysis show that satisfaction with perceived level of
consumption increases as objective income adequacy
increases, with one exception. Groups OA-4 and OA-5
are very much alike in satisfaction mean scores. The
difference in satisfaction mean scores is significant
for three of the five compared pairs of adjacent objective
adequacy groups. Differences in satisfaction are not
significant for those with objective adequacy ratios of
100 to 299. By combining three objective adequacy groups

which have similar means scores on satisfaction, four
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levels of objective family income adequacy which differ
significantly in satisfaction with level of consumption
are identified.

Satisfaction with Perceived
Overall Life Quality

For perceived overall life quality, combining
six objective adequacy groups into three levels of ade-
quacy provides all the differentiation of income adequacy
needed to explain variation in satisfaction with overall
life quality. Those with the lowest objective adequacy
ratios have the lowest mean scores on satisfaction with
overall life quality. Those in groups OA-2, OA-3, and
OA-4 have similar mean scores on satisfaction with life
quality; and those with the highest objective adequacy
ratios, OA-5 and OA-6, have similar satisfaction mean
scores. Clustered into these three levels of objective
adequacy, OA-1, OA-2,3,4, and OA-5,6, satisfaction with
perceived overall life quality increases as objective
adequacy increases. However, within the clusters
OA-2,3,4 and OA-5,6, the pattern of increasing satis-
faction with increasing objective income adequacy ratios
is not present.

For consistency with the analysis of the two
other satisfaction variables, the same set of contrasts
is implemented here. As before, the two groups with the

lowest objective income adequacy ratios, groups OA-1 and
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OA-2, differ at the .000 level of probability. The one
other contrast which is significant is that between groups
OA-4 and OA-S5, significant at the .015 level. The con-
trast between the two highest groups, OA-5 and OA-6, has
a probability of .879. Thus, the dividing line in dif-
ferentiating moderate from high satisfaction scores by
objective adequacy groups has shifted down to the dif-
ference between groups OA-4 and OA-5. For the other two
satisfaction variables, family income and level of con-
sumption, that dividing line between middle and higher
objective income adequacy has been between groups OA-5
and OA-6.

The dividing line between low and middle objective
income adequacy ratios, with regard to their satisfaction
with overall life quality, has also shifted downward.

OA-2 is significantly different from OA-3 for the other
two satisfaction variables, family income and level of
consumption. Here the dividing line between low and
middle objective adequacy groups in their satisfaction
with life quality is between OA-1 and OA-2. The mean
scores on satisfaction with life quality are quite similar
for groups OA-2 and OA-3, being 5.223 and 5.389, respec-
tively. Contrasts of OA-2 with OA-3 and OA-3 with OA-4
show that these paired groups do not differ significantly

from each other.
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As with the other satisfaction variables, two
additional contrasts are performed. For consistency,
groups OA-3,4,5 are clustered and then contrasted with
OA-2 and OA-6. The contrast of OA-2 with 0OaA-3,4,5 is
significantly different at the .018 level; the contrast
of OA-3,4,5 with OA-6 is not significant. Thus, the set
of four groups identified here are significantly dif-
ferent in two of three cases. The four groups and their
probabilities are shown in Table 13.

TABLE 13.--Probability of difference in mean scores on
overall life quality for adjoining objective adequacy

groups

. . Pooled Variance

Objective - s s
Group Adequacy Ratios (pgoizﬁgiitifa

OA-1 16-49

OA-2 50-99 -3.640 (.000)P
OA-3,4,5 100-299 -2.363 (.018)P

OA-6 300-988 -1.300 (.194)

qp-statistic and probability indicated for con-
trasts of that group with the one immediate preceding it
in the table.

bSignificance level: p 2 .os.

In summary, with regard to Hg o, the results of
analysis showed that satisfaction with perceived overall
life quality increases as objective income adequacy

ratios increase if the objective adequacy groups are



86

clustered into low, medium, and high adequacy ratio cate-
gories rather than left as six more differentiated cate-
gories. There is a significant difference in satisfaction
with overall life quality between those with adequacy
ratios which are low, OA-1, and those with moderate ade-
quacy ratios, starting with group OA-2. There is also a
significant difference in mean scores on satisfaction
with overall life quality between those with moderate
adequacy ratios and those with higher adequacy ratios,

the dividing point being between OA-4 and OA-5.

Strength of association. Having identified sub-

jective and objective adequacy groups which differ sig-
nificantly in mean scores on satisfaction variables, the
next research question is: How much of the variation in
satisfaction mean scores is explained by groups who
differ in objective and subjective family income adequacy?

Table 14 provides a summary of the contributions
of objective and subjective adequacy to explaining the
variance in satisfaction variables. The individual
contribution of each factor is shown by eta square.

The contribution of subjective adequacy to
explaining differences in mean scores on satisfaction,
as determined by eta square, is .35 for family income, .32
for level of consumption, and .11 for overall life

quality. Thus, 35 percent, 32 percent, and 11 percent
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TABLE 14.--Strength of association between income adequacy
and satisfaction

Satisfaction with Perceived:

Family Level of Overall
Income Consumption Life Quality
Subjective Income
Adequacy
Eta? b .59 .47 .33
Eta Square .35 .22 .11
Beta® .54 .40 .31
Objective Income
Adequacy
Eta .35 .34 .20
Eta Square .12 .12 .04
Beta .12 .18 .10
Multiple R .601 .499 .340
Multiple R Square .361 .249 .120

3Eta is an unadjusted score for an individual
factor.

bEta Square is the equivalent of multiple R Square
for an individual factor.

CBeta is an eta score adjusted for the contri-
bution of other factors.
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of the variation in satisfaction scores is explained by
subjective adequacy. The strength of association, or
amount of variance explained, decreases as one moves from
satisfaction variables more closely related with economic
matters, family income and level of consumption, to the
satisfaction variable which encompasses a wider range of
life experiences and is therefore more diffusely related
to economic matters, perceived overall life quality.

The contribution of objective adequacy to explain-
ing differences in mean scores on satisfaction, as deter-
mined by eta square, is .12 for family income, .12 for
level of consumption, and .04 for overall life quality.

As before, the strength of association is greater for the
two satisfaction variables more closely related to
economic matters than it is for satisfaction with overall
life quality. Note, however, that less of the variance

in satisfaction mean scores is explained by objective
adequacy than is explained by subjective adequacy. For
example, in Table 14, the eta square statistic for satis-
faction with family income was .35 for subjective adequacy
and .12 for objective adequacy.

A comparison of the beta and eta scores of the
two income adequacy measures shows the relative effect
of each of the other. Beta scores for subjective adequacy
are somewhat smaller than eta scores, representing the

adjustment for the other factor, objective adequacy.
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The adjustment is from .59 to .54 for family income;
from .47 to .40 for level of consumption, and from .33
to .31 for overall life quality. In contrast, the beta
scores for objective income adequacy are more greatly
reduced from the eta scores, representing the adjustment
for the other factor, subjective adequacy. Thus, the
unique contribution of objective adequacy to variation
in satisfaction is less. This is shown by the changes
from eta to beta of .35 to .12 for family income, of .34
to .18 for level of consumption, and of .20 to .10 for
overall life quality.

However, the magnitude of change from eta to
beta scores is somewhat different for level of consumption
than for the other two satisfaction measures. The adjust-
ment from eta to beta is proportionately largest for
level of consumption among the three sets of subjective
adequacy statistics. And the adjustment from eta to beta
is proportionately smallest for level of consumption
among the three sets of objective adequacy statistics.
It appears that the contribution of objective adequacy
has greater uniqueness in its contribution to level of
Consumption than in its contribution to the two other
Satisfaction measures. Likewise, subjective adequacy
has less uniqueness in its contribution to level of
Consumption than in its contribution to the other two

Satisfaction measures.
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The final set of statistics, multiple R and
multiple R square, provide a summary measure of the
total contribution of objective and subjective adequacy,
taken together, to mean scores on the satisfaction
measures. Again, the size of the contribution of income
adequacy measures to satisfaction scores decreases as
one moves from those most directly related to income to
those less directly related to income. The multiple R
square decreases from .36 for family income to .25 for

level of consumption to .12 for overall life quality.

Congruency and Satisfaction

One-way analysis of variance is used to test the
relationship between congruency and each of the three
satisfaction variables. The congruency groups are
identified by the degree of agreement and direction of
disagreement of their objective and subjective adequacy
scores. Group C-3 is the congruent group, its members
identify themselves with a subjective adequacy group
which is equal to the group in which they are placed by
their family's objective adequacy level. Groups C-1
and C-2 place themselves in higher subjective groups
than their placement on the objective adequacy measure-
ment. They might be called worse off than they think
they are. Groups C-4 and C-5 place themselves in sub-

jective adequacy groups which are lower than their
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objective adequacy levels. They could be called better

off than they think they are.

The hypotheses to be tested are:

There is a difference in satisfaction with per-
ceived family income for those who differ in

the congruency of their objective and subjective
family income adequacy.

There is a difference in satisfaction with per-
ceived level of consumption for those who differ
in the congruency of their objective and sub-
jective family income adequacy.

There is a difference in satisfaction with per-
ceived overall life quality for those who differ
in the congruency of their objective and sub-
jective family income adequacy.

The results of one-way analysis of variance, as

reported in Table 15, show that at least one congruency

group differs from the others in the mean scores on satis-

faction with family income, level of consumption, and

overall life quality. Thus, HG' H7, and Hg are all sup-

ported.

Congruency group differences are significant at

the .000 level of family income and at the .001 level

for level of consumption and overall life quality.

Since there are significant differences between

congruency groups on satisfaction mean scores, the next

hypothesis deals with which groups differ:

H9:

The congruent group will have the highest mean
scores on satisfaction with family income, level
of consumption, and overall life quality.
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TABLE 15.--One-way analysis of variance for effects of
congruency on satisfaction variables

Source of
Variation

Sum of as Mean
Squares

Squares

F-Statistic

(Probability)

A. Satisfaction with Perceived Family Income

Between Groups
Within Groups

Total

160.958 4
2080.175 1041 1.998

2241.133 1045

40.240

B. Satisfaction with Level of Consumption

Between Groups
Within Groups

Total

27.223 4 6.806
1487.913 1041 1.429

1515.136 1045

C. Satisfaction with Overall Life Quality

Between Groups
Within Groups

Total

33.624 4 8.406
1439.095 1041 1.382

1472.719 1045

20.137 (.000)2

4.762 (.001)2

6.081 (.001)2

aSignificance level: p 2 .os5.
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Mean scores on the satisfaction variables and
post hoc contrasts are implemented to test the hypothesis.
The results are reported in Table 16.

Hy is rejected. The congruent group, C-3, had
the highest mean score on only one satisfaction variable,
level of consumption. That mean score of 5.197 was not
significantly different from the mean scores of 5.193 for
C-2 and 5.172 for C-1 on satisfaction with level of con-
sumption. Differences in satisfaction mean scores for
congruency groups C-1, C-2, and C-3 were not significant
for any of the three satisfaction variables.

Differences between the congruent group, C-3,
and the incongruent groups who are described as better
off than they think they are, C-4 and C-5, however, are
significant at levels of .002 and .000. The congruent
group has higher satisfaction scores than do groups C-4
and C-5 on all three satisfaction variables.

The findings show that when subjective adequacy
is lower than objective adequacy, satisfaction mean
scores are lower. The reverse situation, lower objective
adequacy than subjective adequacy, does not result in
lower satisfaction mean scores. In fact, those with
lower objective than subjective income adequacy have
mean scores on all three satisfaction variables which
do not differ significantly from the mean scores of the

congruent group, C-3. Thus, subjective judgments of
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income adequacy have a depressing effect on satisfaction
scores when subjective adequacy is lower than objective
adequacy. Lower objective adequacy than subjective ade-
quacy, however, does not have a significant effect on
satisfaction means scores.

As a follow-up, three additional contrasts were
run. For those who are better off than they think they
are, C-4 and C-5, the degree of better-offness is sig-
nificantly different at the .000 level for family income,
at the .036 level for overall life quality, and is not
significant for level of consumption.

The three congruency groups which do not differ
significantly in satisfaction mean scores, C-1, C-2, and
C-3, are clustered and contrasted with C-4 and then with
C-4,5. For all three satisfaction variables the cluster
of C-1,2,3 is significantly different from C-4 and C-4,5.
These contrasts provide additional support to the findings
above that those who have lower subjective than objective
adequacy scores differ from the remaining three congruency
groups and that their satisfaction mean scores are sig-
nificantly lower.

In summary, congruency, in itself, does not
appear to be the criterion on which groups differ. Only
when income adequacy variables differ in the direction
of lower subjective adequacy than objective adequacy do

mean scores on the three satisfaction variables drop.
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Subjective judgments of income adequacy are important
in that when one feels one's income adequacy is lower
than the BLS-based objective adequacy ratio defines it
to be, one's satisfaction with family income, level of
consumption, and overall life quality is lower.

While congruency groups C-4 and C-5 do differ
significantly from C-1,2,3, the amount of variation in
satisfaction mean scores is very small. The eta square
statistic, which measures strength of association, is
.0052 for family income, .0003 for level of consumption,
and .0005 for overall life quality. This is very close
to zero explanatory power. Thus, congruency groups
provide an example of a variable which is significant
but is not important. The importance is in the indi-
vidual variables, objective adequacy and subjective
adequacy, not in the degree of their congruency or the

direction of their incongruency.

Contextual Variables

One-way analysis of variance and nonparametric
models are used to relate objective and subjective family
income adequacy and congruency to contextual variables.
The purpose of the analysis is to describe the membership
of the objective and subjective adequacy and the con-
gruency groups. For example, how do respondents in dif-
ferent subjective adequacy groups differ in education,

number of children, and current concerns?
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The contextual variables are of two types, demo-
graphic characteristics and economic perception. The

hypothesis tested is:

H,,: There is a difference among (a) subjective
10 . - . :
family income adequacy groups, (b) objective
family income adequacy groups, and (c) con-
gruency groups with respect to:

(i) demographic characteristics:
-number of adults, age of respondent-head,
number of children, age of oldest child,
and total family income of the family unit;

housing status and urbanization of resi-
dence

-sex, racial, or ethnic group, education

and occupation of the respondent
(ii) economic perceptions:

-current concerns, material wishes, con-
sumption achievement, and recent and
intergenerational financial progress

For each of the income adequacy variables, results
of the analysis are reported first for demographic char-
acteristics, then for economic perceptions. The demo-
graphic variables might be termed objective variables
in that they are observable facts. The perception of
the person is not an integral part of such measures as
chronological age and housing status. Those contextual
variables which are called economic perceptions, on the

other hand, are the respondent's perceptions regarding

selected economic matters.

Subjective Adequacy Groups

Demographic characteristics. Each subjective

adequacy group differs at a probability level of less



98

than .001 from all three other subjective adequacy groups
on satisfaction mean scores on perceived family income,
level of consumption, and overall life quality (Table 11).
The subjective adequacy groups also differ in a number

of their demographic characteristics and in their eco-
nomic perceptions.

Five demograpﬁic characteristics of the respon-
dent's family units are entered as dependent variables
in one-way analysis of variance for the factor, subjective
family income adequacy. All five characteristics are
significant, as reported in Table 17. The strength of
association as measured for the sample by eta square
is highest for family income and number of children, at
.123 and ;12i respectively. Lower strengths of associ-
ation occur for age of oldest child, .036, and age of
the respondent head, .023. The remaining characteristic,
number of adults in the family unit, has a very low
strength of association, .008.

The four subjective adequacy groups differ in
that, as subjective adequacy increases, (1) number of
children and the age of the oldest child decreases,

(2) the age of the respondent-head and total family

income increases, and (3) the number of adults in the
family unit increases slightly. Those subjective adequacy
groups which are significantly different at the .05 level,
as determined by post hoc contrasts, are identified in

Table 18.
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Nonparametric statistics, the chi square and
Cramer's V, are used to test the relationship of the
remaining demographic characteristics to subjective
adequacy. The results are reported in Table 19. The
characteristics of race, education, occupation of male
and female respondents, urbanization of residence and
housing status are all significant. One characteristic,
the sex of the respondent, had a probability of .112 on
the chi square statistic.

The strongest association between demographic
characteristics and subjective adequacy, as measured by
Cramer's V, is that with the occupation of male respon-
dents. The association is .254 on a scale where zero
is no association and 1.00 is a perfect association.

The next highest strengths of association are race, at
.182, and housing status at .174. .Strengths of associ-
ation in the .100 to .144 range are shown by urbanization
of residence, occupation of female respondents, and edu-
cation, as shown in Table 19.

The four subjective adequacy groups differ in
that (1) the two highest subjective adequacy groups are
racially more white, (2) home ownership increases as
subjective adequacy increases, (3) with the exception
of SA-2, more males are in white collar occupations and
more females are housewives as subjective adequacy rises,

(4) educational level rises as subjective adequacy rises,
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with the exception of group 2, and (5) urbanization of
residence rises as subjective adequacy rises, with the

exception of SA-2.

Economic perceptions. Differences in economic

perceptions variables by subjective adequacy groups are
all statistically significant. The strength of associ-
ation ranges from .257 down to .148, as illustrated in
Table 20. The strongest association is between subjective
adequacy and consumption achievement. If the respondents
have met their past consumption goals, or expect to do
so in the future, they are in a higher subjective ade-
quacy group. Material wishes and current concerns have
strengths of association with subjective adequacy of .207
and .198, respectively. Those with fewer material wishes,
and those whose first ranked current concern is not
financial security, subjectively judge their family
income to be more adequate.

| The strength of association between financial
progress and subjective adequacy is .176 for recent
financial progress and .148 for intergenerational
financial progress.

The four subjective adequacy groups differ in

economic perceptions in that, as subjective adequacy
increases (1) more respondents have consumption goals

they have achieved, (2) the respondents have a lower
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material wishes index score, (3) fewer respondents report
financial security to be their first ranked current con-
cern, (4) fewer respondents judge their recent financial
progress to be negative, and (5) more respondents state
they are better off than their parents had been at the

same age (intergenerational financial progress).

Objective Adequacy Groups

Demographic characteristics. Many of the objec-

tive income adequacy groups differ in their mean scores
on satisfaction with family income, level of consumption,
and overall life quality (Table 12). The objective
adequacy groups also differ in a number of demographic
characteristics and economic perceptions.

Five of the demographic characteristics are
entered as dependent variables in one-way analysis of
variance with the factor, objective adequacy. All five
are significant at or below the .003 level, as shown in
Table 21. The strength of association, as measured by
eta square, is by far the greatest for family income. It
has an eta square of .563. Such a result is to be
expected because family income is the numerator in the
equation by which objective adequacy ratios were com-
puted. Objective adequacy is the ratio of family income

to the denominator, family needs, with needs determined
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by the moderate level standard budget, adjusted for
family composition and geographic region of the United
States.

The other demographic variables tested by analy-
sis of variance are the four characteristics used to
determine the family unit's BLS family composition
adjustment number. In strength of association with
objective adequacy, number of children is highest, with
an eta square of .102; age of oldest child was next,
with an eta square of .058. The association of objective
adequacy with variables involving adults in the family
unit is lower, being .029 for number of adults and .017
for age of the respondent-head.

The six objective income adequacy groups differ
in that, as objective adequacy increases, (1) family
income increases, and (2) number of children and the
age of the oldest child decreases. Those objective
adequacy group differences which are significant at the
.05 level, as determined by post hoc contrasts, are
identified in Table 22. Contrasts are computed for
objective adequacy groups OA-1, OA-2, OA-3,4,5, and
OA-6, which are identified in earlier contrasts with
satisfaction variables as being significantly different
in eight of nine contrasts (Tables 11, 12, 13, and 16).

Nonparametric statistics, the chi square and

Cramer's V, are used to test the relationship of the
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remaining demographic characteristics to objective
family income adequacy. All characteristics tested are
significant at the .000 level, as reported in Table 23.
Four characteristics have strengths of association of
.21 to .27, as measured by Cramer's V. These are racial

or ethnic group, education, occupation of male respon-

— ——

dents, and housing status. Strengths of association
between .10 and .19 are found for sex of respondent,
occupation of female respondents, and urbanization of -
residence.

The six objective family income adequacy groups
differ in that, as objective income adequacy increases,
(1) fewer respondents are female, (2) more respondents
have more than a high school education, (3) more male
respondents have white collar occupations and fewer
female respondents are housewives, and (4) more respon-

dents are white, with the exception of group OA-5.

Economic perceptions. Differences in economic

perceptions by objective adequacy groups are all sig-
nificant at the .000 level, as reported in Table 24.

The strengths of association are highest for two per-
ceptions, material wishes and consumption achievement,

at .148 and .163 respectively, as measured by Cramer's V.
For most objective adequacy groups, material wishes index

scores decrease and the number who have achieved their
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level of consumption goals increases as objective ade-
quacy increases. The strength of association with objec-
tive adequacy, as measured by Cramer's V, is .121 for
current concerns, .091 for the family unit's recent
financial progress, and .128 for intergenerational

financial progress.

Congruency Groups

Demographic characteristics. Five demographic

characteristics of respondent's family units are entered
as dependent variables in one-way analysis of variance
for the factor, congruency. Three characteristics,
family income, age of oldest child, and number of
children, are significant at or below the .004 level,

as shown in Table 25. Age of the respondent-head is
significant at the .043 level. Number of adults is

not significantly different by congruency group.

The strength of association between family
income and congruency is .123, as measured by the eta
square statistic. The association between congruency
and child-related variables is .015 for both number of
children and age of oldest child. Age of the respondent-
head has a very low strength of association, .010.

The five congruency groups differ in that (1)
family income increases as one moves from C-1 to C-5,
(2) age of oldest child is lowest for the most incon-

gruent groups, C-1 and C-5, and highest for the somewhat
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incongruent groups, C-2 and C-4, (3) number of children
is highest for groups C-1 and C-2 whose incongruency is
in the direction of higher subjective adequacy, and (4)
respondent-heads are younger in age for the most incon-
gruent groups, C-1 and C-5, with the youngest mean age
found for group C-5. Selected post hoc contrasts, test-
ing the significance of congruency group differences, are
reported in Table 26. The age of the respondent head and
the total family income each have three of four contrasts
which are significant at or above the .013 level.

Chi square and Cramer's V statistics are used to
test the relationship of the remaining demographic char-
acteristics to the congruency variable. Five of the
seven characteristics are significant at or above the
level of .027, as reported in Table 27. The occupation
of male respondents and the sex of the respondent, with
chi squares of .126 and .127, respectively, are not
significant.

The strength of association, as measured by
Cramer's V, is in the .098 to .120 range for all five
variables which are significant. These variables are
occupation of female respondents, housing status, urbani-
zation of residence, and the race and the educational
level of the respondent.

The five congruency groups differ in that (1)

C-1 and C-2, which are incongruent in the direction of

o rreSue.
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TABLE 26.--Post hoc contrasts of the difference between
congruency groups on demographic characteristics

Congruence Groups Pooled

Contrasted Variance T-statistic

Number of Children

c-3 and C-1, 22 1.975 .048P
C-3 and C-5 -.262 .794
C-1 and C-2 -.607 .544
C-4 and C-5 -.667 .505
Age of Oldest Child
c-3 and C-2,4 -.560 .576
c-3 and C-1,5 -1.835 .067
c-1 and C-5 .338 .735
c-1,5 and C-2,4 -1.544 .123

Age of Respondent-Head
C-3 and C-1 -.772 .440

Cc-3 and C-5 2.900 .004P
c-1 and C-5 2.482 .013b
c-1,2,3,4 and C-5 2.482 .013b
Total Family Income b
C-1 and C-2 -3.250 .001
C-2 and C-3 -7.528 .000b
C-3 and C-4 -4.352 .000P
Cc-3 and C-5 -1.384 .167

e i ey —

Y N R ¥ ]

8c is congruency, the congruency groups are
described in Figure 2.

bSignificance level: p 2 .05.
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higher subjective adequacy, contain fewer white respon-
dents and fewer persons with more than a high school edu-
cation, (2) C-1 contains fewer home owners, and (3) C-5
contains fewer respondents who live in areas with a popu-
lation of 50,000 or more and more female respondents

who were not housewives.

Economic perceptions. Differences in economic

perceptions by congruency group are significant at or
above the .022 level for three of the five variables
tested, as shown in Table 28. Material wishes and inter-
generational financial progress are not significant.

The strength of association for the three perceptions
which are significant are similar, .108 for consumption
achievement, .106 for recent family financial progress,
and .091 for current concerns.

The five congruency groups differ in economic
perceptions in that (1) C-1 and C-2 respondents (a) less
frequently name financial security as their first ranked
current concern, and (b) more frequently have achieved
their consumption goals, and (2) C-5 respondents (a)
more frequently rank financial security as their current
concern, (b) more frequently report deterioration with
regard to recent family financial progress, and (c) less

frequently have achieved their consumption goals.
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Summagx

The results of the data analysis can be sum-

marized as follows (see Table 29):

1. Relationships between objective and subjective
family income adequacy and satisfaction variables:
(a) The effects of objective and subjective ade-
quacy, while somewhat correlated, are addi-
tive. Subjective adequacy explain more of
the difference in satisfaction scores than
does objective adequacy. Together, however,
they explain more of the variation in satis-

faction scores than either does alone.

(b) Objective and subjective adequacy are more
related to the satisfaction variables dealing
with items which have a more direct economic
base, family income and level of consumption,
than to the satisfaction scores for overall
life quality, in which-the economic base is

more diluted by other factors.

(c) satisfaction scores increase as subjective
adequacy increases, and as objective adequacy
increases. The differences in satisfaction
mean scores are greatest for objective ade-
quacy at the extremes of the objective

adequacy distribution.
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2. The relationship between congruency and satis-
faction variables:

(a) Those congruency groups who are better off
than they think they are, C-4 and C-5, have
lower mean scores on all three satisfaction
variables. The strength of association
between congruency and satisfaction variables,

however, is very slight.

3. The description of those who are in the different
groups of each of the income adequacy variables:
(a) Subjective adequacy groups differ in that,

as subjective adequacy increases, family .
income increases, number of children and the
age of the oldest child decreases, home
ownership increases, more respondents are
white, more males are in white collar occu-
pations and more females are housewives,
material wishes decrease, fewer list financial
security as their first ranked concern, and
more respondents have consumption goals

which they have achieved.

(b) Objective adequacy groups differ in that, as
objective adequacy increases, family income
increases, the number of children and the
age of the oldest child decreases, home

ownership increases, more respondents are
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white, more males are in white collar occu-
pations and fewer females are housewives,
material wishes decrease, and more respondents
had consumption goals which they have
achieved, with the exception of group OA-6

on consumption goals.

Congruency groups differ in that, as the
group number increases from C-1 to C-5
(increasing objective adequacy and decreasing
subjective adequacy, with congruency at C-3),
family income increases up to C-4 and then
decreases, the number with financial security
as the top ranked current concern increases,
and the number whose consumption goals have
been achieved decreases. In addition, the
age of the respondent-head is lower in C-1
and lowest in C-5, the number of white
respondents is lowest in C-1 and C-2, and
home ownership is lowest for C-1 and second

lowest for C-5.

o= —a—



CHAPTER V
OVERVIEW, DISCUSSION, AND IMPLICATIONS
The study is summarized and findings discussed
in relation to related research studies and theories.

Implications of the findings are related to research and

educational programs.

Overview of the Study

Satisfaction is viewed as an evaluation of goal
achievement, which results from the use of resources.
The satisfactions analyzed are those of the respondents,
while income adequacy is that of the family units with
whom the respondents share resources.

The primary focus of the research is on the
relationship between family income adequacy, objectively
and subjectively measured, and satisfaction with family
income, level of consumption, and overall life quality.
The degree of congruency between objective and subjective
adequacy is also tested in relation to the three satis-
faction variables. The secondary focus of the research
is on the description of objective and subjective family

income adequacy by contextual variables.
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The data used in this research were collected
in the fall of 1974 by the Survey Research Center of the
University of Michigan and are identified as the Economic
Incentives, Values, and Well-being Project, Part IV. A
study sample of 1046 respondents who are the husband or
wife or one-adult family head is drawn from the larger
multistage area probability sample of private households
in the contiguous United States.

Satisfaction and subjective family income adequacy
variables from the larger study are used here. Infor-
mation from the Bureau of Labor Statistics is used to
develop a measure of objective family income adequacy.

A measure of congruency is developed from the interrela-
tionship of objective and subjective family income ade-
quacy.

Family related contextual variables used in the
research include the number of adults, number of children,
age of oldest child, age of the respondent-head, and the
total income of the family unit, housing status and
urbanization of residence. Respondent-related contextual
variables used are demographic characteristics: sex,
race, occupation and education; and economic perceptions:
current concerns, material wishes, consumption standard

achievement, and recent financial progress.
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Both parametric and nonparametric statistical
models are used to test the hypothesized relationships

and differences among variables.

Discussion of Findings

The discussion of the findings is organized

around the three research questions.

Research Question 1l:

Is there a relationship between income adequacy
and selected life satisfaction variables?

The income adequacy of the family unit, whether
assessed by the respondent or judged by the standards of
budget makers, explains variation in each of the three
satisfaction measures. Subjective adequacy accounts
for more variance in satisfaction than does objective
adequacy. This would appear to be a logical outcome.
The respondent, as an individual within the family
unit, can consider the adequacy of the family's income
in relation to the particular goals of the family unit.
Satisfaction is an assessment of goal attainment in
relation to needs and wants. Hence, a measure of income
which is assumed to assess the adequacy of income in
relation to needs and wants should be more strongly
related to satisfaction than one which does not consider

the particular family's goals.
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Each of the three satisfaction variables is found
to increase as income adequacy increases. Greater income
adequacy provides more resources for goal achievement.
Thus, the family might be expected to derive greater
satisfaction from goal achievement when more resources
are available to facilitate goal achievement.

Past research reports have stated that income,
unadjusted for family size, is correlated with life
satisfaction. Hayes and Stinnett (1971) found that life
satisfaction among husbands and wives in their middle
years is significantly higher among those with higher
income. From this, they suggest that life satisfaction
may be dependent to a large extent on the earning capacity
of the family and its resulting level of living.

Hafstrom and Dunsing (1973) relate both subjective
family income adequacy and income before taxes, unadjusted
for family size, to a variable which is comparable with
satisfaction with overall life quality. For a sample of
"typical”" homemakers, they found subjective adequacy
to have the highest correlation with life satisfaction;
income before taxes has a lesser but still moderate
correlation with life satisfaction. The findings in
this research are consistent with those of Hafstrom and
Dunsing. In both cases, subjective adequacy predicts
more of the variation in life satisfaction than did

objective adequacy. However, the objective adequacy

e e pr—
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variable used in this research is adjusted for family
composition and geographic area of residence. The
objective measure used by Hafstrom and Dunsing is
unadjusted family income.

Using data from a 1972 national sample of house-
holds, Strumpel relates satisfaction with family income
to an income measure adjusted for number of family mem-
bers. Within an overall pattern of increasing satis-
faction with income as objective income increases, he
found that satisfaction increases most steeply for the
lowest 15 percent and the highest 10 percent of the
sampling distribution. Between the extremes there is
a long, gentle increase in satisfaction with family
income, except for a dip at the thirtieth percentile
(Strumpel, 1975a). The sample used in the study reported
here also shows steeper increases in satisfaction with
family income at the extremes of the distribution, but
no dip. Satisfaction increases with each increase in
objective adequacy across the six categories. The dip
in Strumpel's data may be due to sampling error, since
dividing the sample into twenty categories greatly
reduces the number of cases in each category, as opposed
to the six categories used here.

The effects of objective and subjective income
adequacy, while having some commonality, are additive

in the research reported here. The two measures together
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explain more of the variation in satisfaction than does
either alone. This finding gives evidence that the two
kinds of indicators should be used as compliments to
each other. Similar results regarding objective and
subjective measures of a phenomenon are found in a study
by Newman (1975) of the desire to change household resi-
dences. Among short-term residents, subjective indi-
cators explain more of the desire to move than do objec-
tive indicators. Among long-term residents, the two
types of measures are about equal in explaining the
desire to move. Together, the objective and subjective
indicators explain more of the desire to move than do
either type of indicator alone.

In sum, this research, and that of Newman and
of Hafstrom and Dunsing, demonstrate that subjective
measures are stronger predictors than are objective
measures. This research, as well as Newman's, gives
evidence that the combined measures are better predictors
than either type used alone.

Income adequacy, both objectively and subjectively
measured, explains more of the variation in the satis-
faction with family income and level of consumption than
of the variation in overall life quality. A possible
reason is that family income and level of consumption
are domains of satisfaction in which goal achievement

is likely to be facilitated or constrained by economic

MLy



129

resources. On the other hand, overall life quality is

a much more generalized concept; all domains of one's
life contribute to overall life quality. While income
adequacy is significantly related to life quality, it

is one factor among many. As a result its contributions
are more diluted by the many other components of life

quality.

Research Question 2:

Is there a relationship between the congruency of
income adequacy measures and selected satisfaction
variables?

For each of the satisfaction variables, congruency
groups C-4 and C-5, those who are better off than they
think they are, differ from the remaining three congruency
groups. Groups C-4 and C-5 are least satisfied with
family income, level of consumption, and overall life
quality. Those in groups C-1 and C-2, who are worse
off than they think they are, have satisfaction scores
which are not statistically distinguishable from the
scores of the congruent group, C-3.

While C-5 has the youngest family heads and the
youngest age of oldest child, indicating younger family
units, group C-1 is second lowest in both of the cate-
gories. In other ways, the two most incongruent groups
are quite different. Group C-1 contains more blacks,

more female respondents, and is second lowest in
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percentage of respondents with education beyond high
school. In other research, these factors have been
associated with lower levels of income (Schiller, 1973).
Group C-1 does have the lowest income level in this
sample. These respondents may have recognized their

traditionally more limited economic opportunities and

g g

lowered their goals to a level which better coincided
with their incomes. This would narrow the gap between
what is and what is aspired to. More modest goals are
more attainable, so satisfaction with goal attainment
may have increased.

In contrast with group C-1, group C-5, which has
the youngest family units in the sample, is second
highest in education, has the most male respondents, the
most white respondents, and the fewest female respondents
who are housewives. These are factors associated, in
other research studies, with higher incomes. And C-5
does have the second highest income level of the con-
gruency groups.

The economic perception variables are also help-
ful in understanding group C-5's lower satisfaction
scores. Their consumption goal achievement is lowest,
their material wishes index scores (indicating stronger
wishes for more consumption items) are highest, they
are the group most concerned with financial security

and have the fewest respondents who report recent
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financial progress. Their aspiration for more things
and their failure to meet aspired to consumption goals
would indicate unfulfilled aspirations. The gap between
their goals and their present situation is likely to be
wider than for the other congruency groups. Thus, when
evaluating where they are in relation to where they
would like to be, this wider gap could lead to lower
satisfaction.

These suggestions of the adjustment in aspirations
to one's economic situation as an explanation of the dif-
ference in satisfaction levels between groups C-1 and C-5
are based on Kurt Lewin's theoretical model of aspirations
(Lewin, et al., 1944). Briefly, the model states that
aspirations are not static, they tend to grow with
achievement and decline with failure. Aspirations are
influenced by the performance of family, friends, and
other reference groups. Aspirations are reality oriented;
it is common for them to be slightly higher or lower than
the level of accomplishment.

From empirical studies, Katona (1975) reports
that high levels of aspiration do occur following gratif-
ication of numerous wants for many people. People who
do not desire any special expenditures are mostly old
or poor. Katona states:

The relatively few desires expressed by low-income

people appear to indicate that even our wishes
and desires are reality tested: . . . Newer
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articles or products used by relatively few
people . . . are desired primarily by upper-
income people who are well supplied with standard
goods. (Katona, 1975, p. 157)

While the theory of aspirations is a possible
explanation of the levels of satisfaction of groups C-1
and C-5, the theory of relative deprivation can also be
applied to group C-5. This group is younger, racially
contains more whites, contains more males, and contains
more respondents with more education than the other con-
gruency groups. In comparison with others, and by past
experience, a group with these characteristics might
realistically expect economic advancement.

However, at the time of this study in the fall
of 1974, the country was experiencing the second year
of double digit inflation and salary and wage increases
were not keeping pace with price increases. Families
were experiencing lower constant dollar income and
higher prices on such basic commodities as food, clothing,
and gasoline (Ackerman & Bowers, 1974). In an economy
where people had come to expect a much more gradual
inflation, outpaced by wage and salary increases, the
economic conditions of 1973-74 are a rather sudden
change, and are in opposition to what might have been
previously expected. It is a rather sudden blockage to
fulfillment of expectations which had previously
appeared to be realistic. Thus, dissonance is created

between the unfulfilled expectation which is thought to
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be deserved and the inequity or injustice felt from its
nonfulfillment. Thus, group C-5 may be experiencing
relative deprivation.

Group C-1, having lowered its expectations in
keeping with the lesser achievements of its reference
groups of people who are also younger, but more racially
black, more female, and less educated, does not have
the same higher expectations as group C-5. Therefore,
their expectations cannot be blocked to an equal degree

by the inflation of 1973-1974.

Research Question 3:

Do those groups who differ in level of objective
adequacy, level of subjective adequacy, and con-
gruency group differ with respect to contextual
variables?

For the most part, objective and subjective
adequacy groups have differences in contextual variables
which would appear to agree with logical expectations.

As income adequacy rises, as measured both objectively
and subjectively, income rises, home ownership increases,
more males are in white collar occupations, the number of
children and the age of the oldest child decreases.

In one demographic characteristic the two kinds
of measures present opposite results. If one contrasts
the lower two categories of subjective adequacy with

the upper two, one finds that as subjective adequacy

rises, more female respondents are housewives. If one
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contrasts the lower three objective adequacy groups
with the upper three, one finds that fewer female
respondents are housewives. While the pattern is not
perfectly linear across all categories of either measure,
this difference does exist. The nonhousewives are either
employed or are retired or disabled; most are employed.
Such employment should add to family unit income and
increase its objectively determined income adequacy.
The fact that subjective adequacy shows the reverse
pattern might indicate the home production of the house-
wife adds appreciably to the nonmarket income of the
family unit, a factor which is not incorporated into
the objective adequacy measure. Or the higher subjective
adequacy of groups which include higher percentages of
housewives may indicate the economic value of the greater
leisure time of the housewife. Since percentage of
females employed and satisfaction with overall life
quality are known to vary with marital status, it might
be useful to extend the analysis, controlling for
marital status.

Among congruency groups, C-5, those who are
economically better off than they think they are, has
the lowest average age for the respondent-head. 1It is
the group which judges its income adequacy to be much
lower than that adequacy is by the standards of budget

makers. Such a difference might be the result of greater
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aspirations, as discussed previously, possessed by this
group. This group does have the highest score on the
material wishes index, an indication of higher aspir-
ations. This finding relates to that of Crosby. She
found, among a random sample of homemakers, that the
respondent's perception of difference between expected
and present levels of living had an inverse relationship

with the respondent's age (Crosby, 1970).

Limitations of the Study

The general purposes of the study were accom-
plished. However, the advantages of a large and general-
izable national sample of households acquired at little
cost in time and money to the researcher were in part
balanced by the need to accept and adapt measures used
by others who did not have quite the same research goals.

One limitation has to do with the information
available on the family's economic situation. Family
income is measured by one question and grouped into
eighteen categories. The data set does not include
information on the level of debts or assets, other than
home ownership, of the respondents. Thus, the objective
adequacy measure used here is not as detailed as it might
be. It could not consider longer term aspects of the
family's financial situation. The two most incongruent
groups have the youngest ages of respondent-heads in the

sample and the youngest children. Since younger families
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are known from other research to have the highest per-
centage of credit use and the highest percentage of debt,
it is possible that data on debts and assets might pro-
vide further explanation of the results found here.

The research design used here did not control on
third variables to explore their effects as suppressor
or distorter variables (Rosenberg, 1968). Such methods
could be used to further understand the relationships
analyzed here.

The study does not consider possible demands on
family income from outside the family unit living in
that one household. If there are financial allocations
for child support or alimony from a previous marriage
or aged parents with financial needs to which the family
unit contributes, these are not recognized in the compu-
tation of the objective adequacy ratio. If a researcher
designed their own questionnaire and collected their own

data, these possibilities could have been included.

Implications for Further Research

The objective adequacy measure used here is com-
pared with a measure of subjective adequacy in its ability
to predict satisfaction with life quality and two of its
domains. The objective adequacy measure might be further
explored. How does it compare with a simple money income
of the family measure in explaining satisfaction? How

much of the variation in objective adequacy is due to
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the income component of the ratio, and to the family
composition component of the ratio?

In this research, the contextual variables are
used to describe those who differ in congruency and
those who differ in income adequacy, objectively and
subjectively measured. Another research question would
be to use the contextual variables to predict the
respondent's income adequacy and congruency.

The demographic variables of the family unit,
age of respondent-head, age of oldest child, number of
children, and number of adults could be developed into
a family life cycle variable. With that variable, dif-
ferences in satisfaction and in income adequacy could be
related to the stages of the life cycle.

A future study could be designed to determine
differences in the level and standard of consumption of
respondents and relate those differences to objective
and subjective income adequacy. This would provide a
measure of the gap between levels and standards, the
magnitude of one's aspirations. The findings could lend
support or refutation to the proposition that subjective
adequacy is a judgment of the similarity or difference
between present and desired level of consumption.

A future study might incorporate questions to
obtain data on personality and self-concept of the

respondent. They could be used to analyze and interpret
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differences in satisfaction measures and subjective
adequacy and congruency measures.

The research reported here analyzed data from
only one family member, a respondent-head. To understand
better the family as an interacting unit of individuals,
data are needed from husbands, wives, and children.

Their perspectives may differ, yet they all draw from
and share the same pool of family resources, including

family income.

Implications for Educational Programs

The findings here seem to indicate that educators
working with families cannot assume that objective
measures provide a complete picture of family income
adequacy. Even more important is how the family views
its income adequacy in relation to family goals. Explor-
atory discussions with the family will be needed to
determine their goals, their felt needs and wants, before
the educator can work with the family in assessing the
ability of family resources to meet those goals.

Based on the aspiration theory, Katona's findings,
and the increasing material wishes found here for those
who were incongruent in that they are better off than
they think they are, the educator needs to be alert to
the influence of past goal achievement on the current
level of aspirations. If past goals have not been

reached, aspirations may be lowered, if past goals have
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been attained, aspirations may increase. The educator
will need to explore with the family whether the changes
in aspirations fit, in degree, with the ability of
family resources to facilitate reaching the new aspir-
ations. For example, if increased economic well-being
is a goal which has been achieved when the family head
moves from unemployment to full-time employment, is

the aspiration to buy several new household durables

on credit greater than is warranted by the increase in
family income? The educator might be able to aid the
family in judging the stability of future income as well
as its current sudden increase before the family allows
their newly formed higher aspirations to lead to imple-
menting goals to buy several durable goods on credit at
one time. In effect, the educator would be asking the
family whether their increased income is as great as
their increased aspirations.

One of the areas of concern to an educator is
how to increase the overall well-being of families who
have low incomes and little prospect in the short term
for an increase in the adequacy of their incomes. Every
effort should be made to assist these families in manag-
ing their incomes. Their economic situation, however,
limits what can be accomplished. One of the insights
gained from this research, as well as other research,

is that income adequacy has less effect on satisfaction
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with overall life quality than on satisfaction with
family income and with level of consumption. Thus, it
might be well to focus educational programs on those
domains of life satisfaction which are less constrained
by income adequacy, such as family relations. This can
enhance life satisfaction for the families and allow
them to function at the best level possible, while both
the families and professionals continue to work toward
economic policies which will improve their economic

well-being.
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APPENDIX A

BUREAU OF LABOR STATISTICS
EQUIVALENCE SCALES

TABLE 30.--Revised scale of equivalent incomé‘for urban families of different
size, age, and composition
(4-person family-husband, age 35-54, wife, 2 children, older 6-15 = 100)

Age of Head
Size and Type of Family
Under
35 35-54 55-64

One person 37 38 33
Two persons:

Husband and wife S0 61 60
One parent and child 40 59 62
Three persons:

Husband, wife, child under 6 62 69 --
Husband, wife, child 6-15 62 83 89
Husband, wife, child 16-17 - 92 89
Husband, wife, child 18 or over - 83 86
One parent, 2 children 68 77 84
Four persons:

Husband, wife, 2 children, (older under 6) 71 79 -
Husband, wife, 2 children, (older 6-15) 76 100 105
Husband, wife, 2 children, (older 16-17) - 114 126
Husband, wife, 2 children, (older 18 or over) - 96 110
One parent, 3 children 88 97 -
Five persons:

Husband, wife, 3 children, (oldest under 6) 85 95 -
Husband, wife, 3 children, (oldest 6-15) 94 115 119
Husband, wife, 3 children, (oldest 16-17) - 128 138
Husband, wife, 3 children, (oldest 18 or over) - 118 124
One parent, 4 children 108 117 -
8ix persons or more:

Husband, wife, 4 children or more, (oldest under 6) 98 - -
Husband, wife, 4 children or more, (oldest 6-15) 107 130 139
Husband, wife, 4 children or more, (oldest 16-17) - 145 -
Husband, wife, 4 children or more, (oldest 18 or over) - 149 -
One parent, 5 children or more 124 137 -

1'rhe scale values shown here are percentages to be applied to the total
cost of a budget (excluding State and local income taxes and disability pay-
ments) for the base family (4 persons--husband, age 35-54, wife, 2 children,
older child 6-15 years) to estimate the total income required to provide the
same level of living for urban families of different size, age, and composition
In addition to the cost of goods and services for family consumption the total
budget costs include gifts and contributions, life insurance, occupational
expenses, employee contributions for social security, and Federal income taxes.
Estimates of personal taxes paid to State and local governments and of payments
for disability insurance may be added in those urban areas where applicable.

SOURCE: U.S. Department of Labor, 1968, p. 14.
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TABLE 3l.--Equivalence scale of comparative costs by city
and region for the total budget for a four-person family at
a moderate level of living, Autumn, 1973

Index of Index of
Compar- Compar-
Area ative Area ative
Costs Costs
Urban United Lancaster 98
States 100 St. Louis 98
Kansas City 99
Metropolitan areas 102 Baltimore 99
South 93 Los Angeles 99
West 99
North Central 101 Green Bay 99
Northeast 110 Cedar Rapids 100
Seattle 100
Nonmetropolitan Portland 101
areas 90 Indianapolis 101
South 85
West 90 Cleveland 101
North Central 93 Detroit 101
Northeast 98 Champaign-Urbana 103
Minneapolis-
Austin 87 St. Paul 103
Houston 90 Philadelphia 103
Orlando 90
Baton Rouge 90 Washington 103
Dallas 90 Milwaukee 105
Chicago 105
Nashville 92 Buffalo 105
Atlanta 93 San Francisco 106
Dayton 93
Bakersfield 93 Hartford 109
Wichita 94 New York 114
Boston 118
Denver 96 Honolulu 118
Durham 96 Anchorage 131
Cincinnati 96
San Diego 97
Pittsburgh 97

SOURCE: U.S. Department of Labor, undated, p. 19.
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APPENDIX B

CODING VARIATIONS

NOTE: The format in which the following information is
presented is:
Study Variable: Tape variable number; interview
schedule location. Wording of question or identifi-
cation of interview schedule source of the data.

Values used Values used
in this study on source tape Description

Any additional information.

I. SATISFACTION MEASURES

SATISFACTION WITH PERCEIVED FAMILY INCOME: V87; Blc.
(How do you feel about) . . . The income you (and
your family) have?

1. 1. Terrible

2. 2. Unhappy

3. 3. Mostly dissatisfied

4. 4. Mixed
5. 5. Mostly satisfied
6. 6. Pleased
£ 7. Delighted
8,9,0. No feelings at all; Never thought about it;

NA; DK.

SATISFACTION WITH PERCEIVED LEVEL OF CONSUMPTION:
V88; BId. (How do you feel about . . .) . . . Your
standard of living--the things you have like housing,
car, furniture, recreation, and the like?

Same code as V87, above.

SATISFACTION WITH PERCEIVED OVERALL LIFE QUALITY:
V85; Bla. How do you feel about your life as a
whole?

Same code as V87, above.

II. INCOME ADEQUACY MEASURES

SUBJECTIVE FAMILY INCOME ADEQUACY: V96, B4. Do you
feel that your total (family) income is enough for
you (and your family) to live as comfortably as you
would like at this time? Would you say very com-
fortably, comfortably, not too comfortably, or not
at all comfortably?

*Deleted from the study sample because of missing

data.
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SA-1 5. Not at all comfortably
SA-2 4. Not too comfortably
SA-3 2. Comfortably
SA-4 1. Very comfortably

8,9 DK,NA2

OBJECTIVE FAMILY INCOME ADEQUACY: A computed variable,

developed as follows:

1.

Objective
Adequacy =

Each respondent was assigned a Bureau of Labor Statis-
tics equivalence scale number which adjusts the BLS
standard budget for a moderate level of living for
differences in family composition. The variables
used, which are reported in greater detail under "<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>