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Only a small amount of research has
i n vestigated printed advertisements
d irected at c h ildren under the age of
twe lve .
This pilot study tested t he
compliance of printed advertisements in
a selected group of children ' s · magazines
with the CARU guidelines. Problems
were identified in the areas of
disclosures, e ndorsements and premiums.

total of 125 copies of those magazines
during the year.
However , he suggested
that t he field of magaz ines focusing o n
infants and children has declined with
34 magazines now availabl e for c h ildren
with a total estimated circulation of
9. 2 million.
The Children's Television
Advertising Guidelines were developed
in 1972 by the Association of National
Advertisers to encourage accurate and
t ruthfu l advertising to c h ildren.
(Self Regu l atory Gu idelines for
Children ' s Advertising, 1 983 ) Following
the establishment of the Children ' s
Advertising Review Unit (CARU) in 1974
by the Council of Better Business
Bureau ' s National Advertising Division ,
the g ui delines were edited , republished
and renamed as Self Regulatory
Guidelines for Children ' s Advertis ing.
Subsequentl y the guidelines have been
rev i sed twice. The goa l of the CARU is
to promote truthful , a ccurate
advertising to children which is
sensitive to the special nature of the
child audience.
The guidelines are
intended to help advertisers deal
honestly with children , without
depriving the advertisers of the
benefits of innovative advertising
approaches.

During the past two decades
chil dren have begun to be viewed as
three separate consumer markets: a
current one , an infl uential one and a
future market.
(McNeal, 1 990; Stipp,
1988 ) As advertisers and markete rs have
realized the importance of the
relationship between children and the
marketplace, more of their marketing
effort has been aimed directly at the
child audience .
(Selling America's
Kids, Commerical Pressures on Kids for
the 9 0 ' s , 19 9 0 ) .
While an e xtensive variety of
research studies has focused on chi l dren
and advertising, the vast majority of
the studies has investigated some facet
of television advertising.
(Adler ,
1980; McNeal, 1987;) This emphasis may
be understand able given the heavy
exposure of children to tel evision
advertisements , es tima t es are that
children view approximately 30,000
advertisements per year on television,
an average of 55 commercials each day.
(Selling American ' s Kids , Commercial
Pressures on Kids for the 90's, 1990
However, little is known of the nature
of advertisements to which c h i ldren are
exposed in the print media. For
children ages 13 a nd under , there are an
estimated 92 magazines published and in
one year alone, seven new maga z ines were
initiated just for preschoolers.
(Cleaver, 1986) According to Koback
(1990) a typical u.s. house hold received
5 . 9 different magazine s in 1988 with a

Five broad principles provide the
basis for the guidelines . The first two
principles stipulate that advertisers
should consider the level of knowledge,
sophistication , and maturity of the
child audience and not exploit the
imaginative qualities of children.
The
third one r equires that product
information contained i n an
advertisement should be communicated in
a truthful and accurate manne r.
A
fourth principle r equires advertisers to
use the potential advertising h as to
influence social behavior , and develop
advertisements that address positive and
beneficial social standards . Lastly ,
advertisements s hou ld contribute to the
parent child relation in a positive
manne r .
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From these five principles a se t of
more detailed guidelines was developed
under the following seven heading's :
product presentation a nd claims; sal es
pressure; disclosures and disclaimers;
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comparative claims; endorsements and
promotions by program or editorial
characters ; premiums and safety.
These guidelines apply to all
advertising addressed to children under
twelve years of age, including print ,
broadcast and cable television
advertising.

There were a total of eight categories
with the five broad principles grouped
under a category entitled , " general " .
Each CARU guideline was written as a
separate item. The items were then
organized by the major categories of the
CARU guidelines with the five broad
principles grouped under a category ,
" General " . A five point scale of the
Likert type was used .
Items were worded
so that compliance with the guidelines
yielded the highest number of points .
Not applicable (NA) was marked if the
item did not apply to the particular
adverti sement.

Between 1974 and 1982, the CARU
staff investigated 154 cases with the
majority of those cases involving
television advertisements (62.6 %) .
Comic book advertisements accounted for
anot her quarter of the cases ( 25.2% )
with only ten percent from other print
media. Some aspect of product
presentation was the major violation in
a significant majority of the cases
( 67.4%).
In only one case did a
violation of the comparative claim
guideline occur and in two cases the
vio l ations were related to claim
substantiation . In only three
advertisements were there violations
related to promotion by a character or
a personal endorsement and violations
of premium advertising occurred in seven
cases.
(Armstrong , 1984)

Each advertisement was ana l yzed
with points assigned to a c hoice as
follows:
Strongly Agree (5 ) points;
Agree (4) points ; Neutral ( 3 ) points;
Disagree ( 2) points and Strongly
Disagree ( 1) point. No points were
assigned for Not Applicable.
Percentages were ca lculated for the
responses for each guideline. Following
the initial analysis the categories of
choices were combined because there were
reported difficulties in distinguishing
between the extremes of " strongly agree "
and "agree " and " strongly disagree" and
" disagree ". The concept of " neutral"
meant that the copy of the advertisement
did not contain substantive or
affirmative language which met the
guideline nor did it contain lang uage
whic h substantiated a clear violation of
the guideline . The response of " agree "
meant that the advertising copy
contained specific and/or affirmative
language which met the guidelines while
" disagree" meant the lack of specific
and/or affirmative language .

The purposes of this exploratory
study were threefold: the first was to
test t he use of an instrument based on
the CARU guidelines; and the second , to
determine i f the adverti sements found in
children ' s magazines and comic books
available on newsstands i n the spring of
1990 complied with the CARU guidelines.
The t hird purpose was to analyze the
followi ng : the type of product; the
settings in the advertisements; the type
of spokesperson most often used; the
size of the advertisements and the
frequency of coupons or discounts in
the advertisements .

Results
General
The first set of items wa s
applicable to all 142 advertisements in
the sample . Only about one third of t he
adve rtisements ( 34 . 5% ) were in
compliance with the first item that the
level of knowledge , sophistication , and
maturity of the intended a ud ience had
been considered. There appeared to be
greater compliance with t he next two
items:
62.7 percent of the
advertisements did not ex ploit the
imaginative quality of the child r eader
and 64.1 percent of the advertisements
did not stimulate either directly or
indirectly unreasonable expectation s of
product quality. Almost half of the
advertisements (47 .9% ) met the item of
communicating product information in a
truthful and accurate manner . Less
positive assessments were given however ,
for the compliance with the last t wo
items in this section. Using
adverti sing to realize the potential to
influence social behavior through
positive and beneficial social standards

Sample
Eleven children ' s magazines and
three comic books were chosen from local
retail outlets in early 1990. To be
selected, the magazine had to be written
for children age twelve or under and
contain adve rtisements. Publications
which did not contain adver ti seme n ts or
were availab l e only by subscription were
not considered for this stu dy. The
publications selected were: Alf ,
Barbie , Duck Tales , G. I. Joe ,
Ghostbusters , Gobots , Mickey Mouse ,
Muppets, Robocop (comic book), She-Ra
Princess of Power , Snoopy , Sports
Illustrated for Kids , Superman (comic
book) , and Teenage Mutant Ninja Turtles
(comic book). One hundred forty-two
advertisements were available from these
sources for analysis .
Method
The CARU guidelines were converted
into an instrument by the authors.
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occurred in only a small percent of the
advertisements (1 2.5%) and a much
smaller percent (4.2~) were deemed to
foc us on the parent-child relationship
in a positive and constructive manner.

Disclosures/Disclaimers
Forty-six of the advertisements
contained some form of a disclosure or
disclaimer. The first item requires that
any disclosures or disclaimers be
expressed in language understandable by
child a udiences. Over half (56.5%) of
the 46 advertisements did not comply
with this requirement. The second item
which r equires a clear statement that
the unassembled product must be put
together to be used properly was
applicable to only four advertisements .
Half of those advertisements were in
compliance with this item while one was
deemed to not be in compliance and the
other was questionable.

Product Presentation
The focus of the second category of
the CARU guidelines is on the
advertisement not being misleading about
product or performance characteristics
or perceived benefits from the use of
the product. All 142 advertisements
were a nalyz ed using this category of
ite ms. Slightly over half ( 56.3% ) of
the advertisements complied with the
first item that the v i sual presentation
was not misleading about the product nor
performance characteristics. A higher
percent of the advertisements ( 72.5% )
were considered as not misleading
children about perceived benefits from
the use of the product. Almost two
thirds (6 3 .4 %) of the advertisements ,
did not exploit the imagination of
children. The performance and use of
the product could be duplicated by the
child for whom the product was intended
(61.3 %) a nd the product was shown in a
safe environment .
(88% ) Less than onethird of the advertisements complied
with the item requiring that what is
included and excluded in the initial
purchase be clearly disc l osed . Only one
q uestion from this categor y concerned
food products and 19 (13.4% )
advertisements were for food or beverage
products.
Slightly better than a
quarter (26.3% ) of the food
advertisements complied with the item
whi ch requires that representations of
food products should be made so as to
encourage sound usage of the product
with a vie w toward healthy development
of the child and development of good
nutritional practices .

The third item requires that there
be a c l ear disclosure that an item
essential to the use of the product, for
example batteries, is not included in
the product. However , 94.2% of the 34
advert isements analyzed did not comply
with the item.
Similarly, there was
poor compliance with the fourth item
which requires clear disclosure that
additional accessories for the product
must be purchased separately as 94.3% of
the advertisements did not comply.
Comparative Claims
Only thre e advertisements contained
comparative claims. None of the
advertisements complied with the first
item wh ich requires that the comparative
advertisement provide factual
information . For t he item which requires
that compara tive claims be presented in
a way that a chi ld can c l early
understand, one advertis e ment was rated
as neutral whil e two advertisements did
not comply. None of the advertisements
complied with the third item requiring
appropriate and adequate substantiation
of comparative c l aims.

Over eighty-thr ee percent of the
advertisements were not presented in a
manne r which would frighten ch ildren or
provoke anxiety. The advertisements
did not comply as favorably with the
last item whic h requires that objective
c l aims about product or performance
c h aracteristics be supported by
appropriate and adequate substantiation
as 63 . 2% were considered neutra l.

Endorsements
Fifteen a dvertisements (10 . 6%)
contained endorsements or promotion of a
product by program or editorial
c ha racte rs .
In the majority of these
advertisements (86. 6% ) the endorsement
was by a fantasy/cartoon character such
as Snoopy or Mickey Mouse . Since these
endorsers are fantas y creations the first
item which requires that all perso nal
endorseme nt s reflect t he actual
experiences and beliefs of the e ndorser
is not applicable.
For the two
advertisements which did include people
celebrities , one advertisement was in
compliance and one was not.
Simi l arly ,
the second item requires that the
endor ser represent , either directly or
indirectly, the quali ficati ons
appropriate to the particular ex pertise
depicted in the endorsement. Fantasy or
cartoon characters do not have
qualifications or a r eas of expertise .
For the two advertisements containing the
celebrity endorsements , one was deemed

Sales Pressure
Sales pressure was the focus of the
third category of items . Over
two-thirds of the advertisements
complied with the first two items.
Children were not being urged to e ngage
in product request behavior nor was the
impression conveyed that possession of
the product would result in greater peer
acceptance .
For the third item on
clear price r eprese ntation , 59 . 6 percent
of the responses were judged as being in
compliance .
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in compliance and one was considered
neutra l . The third item which deals
with host-selling requ ires that program
personal i ties ( live or animated ) do not
promo t e products, premiums or services
in or adjacent to programs primarily
directed to children i n which the same
persona li ty or character appears is not
applicable to printed advertisements.
However , t he fourth item essentially
duplicates the third item only for print
media .
This item specifie s that a
character or personality associated with
the editorial content of the publciation
has not been used to promote products ,
premiums or services in the same
publication. Al l fifteen advertisements
were analyzed and eigh ty percent did not
comply . It appears that too much
host- selling is being used to promote
products in these children ' s magazines.

requires that the advertisement avo i d
demonstrations which encourage dangerou s
or inappropriate use or misuse of the
product.
Advertiseme n ts
I n the fourteen magazines used in
this study , the most common types of
products advertised were: books and
magazines, 28 adver tisements (1 9 . 7%);
toys , 22 advertisements (15 .5% ); foods
and beverages , 16 advertisements (11 .3% );
with a miscellaneous grouping of 21
advertisements ( 14 . 8% ). The most common
type of setting in the advert i sements
was a photograph of a real product or
person, 63 advertisements (46 .5% ) .
Cartoons with a fan t asy orientation were
used in 51 advertisements ( 35.2% ) . A
significant majority of the
advertisements were full-page (83.1% )
with coupons or discounts prese nt in
only 15 advertisements (1 0.6% ) . A
s pokesperson was used in half of the
adver tisements (51.4% ) with cartoon or
fantasy characters being the most common
type , 38 advertisements ( 26. 1 %).
Children were portrayed in 26
advertisements (19.7 %) with male
children ( 39.3%) being more common than
female children ( 28.6%). Three
advertisements contained adults only
and another three contained adults with
children.

Premiums
Premiums were offered in seventeen
(11.9 %) advertisements. Two items
relate directly to premiums. The first
requires that care be taken to focus the
child ' s attention primarily on the
product .
In slightly le ss than a
quarter of the advertisements (23.5%),
this occurred.
In 41% of t he
advertisements , however , the focus was
on the premium not on t he product. A
second requirement is that the
conditions of a premium offer must be
stated simply and clearly, a majority of
the advertisements (52 . 9%) did not
comply with the item .

Concl u sions
An instrument derived from the CARU
guidelines does provide a means of
assessing the compliance of printed
advertisements in children ' s magazines
with those guidelines. A Likert scale
with three measures did prove u seful
although assessing some advertisements
as Hneutral H, l eaves dou bt as to the
adve rti ser ' s actual compliance.

Safety
The final category of items deals
with safety issues . All of the
advertisements were analyzed by the five
ite ms contained i n this section . Better
than two-third s ( 69% ) of thes e
advertisements complied with the first
item which requires t hat the product be
an appropriate one to advertise directly
to children. The second item which
requires that the children shown using
the product be in the appropriate age
range was applicable to only 32
advertisements where children were us ed
as spokespersons. More than three
quarters ( 81.2 ) of these 32
advertisements were deemed in
compli ance. For the third item , wh ich
deals with products involving an obvious
safety risk and a dults shown as
supervising the children , only four
advertisements were appropriate. Three
of the four advertisements did not
compl y with this item and one was
n eutral. Over e ighty-five percent of
the advertisements were considered in
comp l iance with the item requiring t hat
there be no portrayal of adults or
children in unsafe acts , situations or
conditions or in acts harmful to others.
Similarly an even greater percent of the
advertisements ( 92 . 3%) was deemed in
compliance with the last item which

In the first General Category , the
greatest compliance was with the items
of care being taken not to exploit the
imaginative quality of children and not
stimul ating unreasonable expectations of
product quality or performa n ce .
However ,
the advertisements did not contain copy
which influe nced positive social behavior
and contributed to the parent-child
re l ationship in a constructive manner.
For the Product Presentation
Category , a majority of the
advertisements complied with seven of
the ten items . For three items, the
response of neutra l occurred the most
freq uentl y; what is included and what is
exc luded in the initial purchase;
objective , substantiated claims abo ut
the product ; . and representations of food
products to encourage good nutrition.
In the Safety Category , there was
high compliance for four of the five
items. Only four of the advertisements
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involved a product with a obvious safety
risk .
However, three of the
adverti sements for such products did
not comply with the appropriate item.

guidelines. Areas of improvement for
the guidelines have been noted.
Additional research should be done to
validate the instrument and assess the
perceptions of other adult groups.

Only a small number of the
advertisements included in these
children ' s magazines contained
comparative claims. While the items
require that such claims be adequately
supported , clearly presented and
provide factual information, none of the
three advertisements complied.
It
appears that advertisers could greatly
improve this type of advertisement.
Premium offers in advertisements were a
second area where there were few
advertisements and compliance was low.
I n only 23.5% of these advertisements
was the focus on the product as the
CARU guidelines required. Similarly,
as with disclosures/disclaimers , the
premium conditions were not expressed in
language easily understood by the c hild
reader .
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knowledge of or interest in product category.
and attitudes toward the activity itself .
Over time "rules of thumb," or heuristics
have been integrated into our decision
processes that enable us to shorten the search
process . Thus, consumers might buy convenience
or the lowest price (Cude 1989) and conversely
"always buy top of the line" when considering
durable goods (Maynes 1976) .
Consumers who
dislike shopping or lack knowledge may
delegate the "choice" or decision to someone
else (Olshavsky 1988), to an information
seeker or other opinion leader or rely fully
on the advice of a person or group that is
socially important (Thorelli and Sentell
1982). They may also follow recom~endations
of friends, sales people, a product testing
organizat1on or some combination of such, or
they may simply imitate the purchase behavior
of those who they believe to be acting
"optimally" (Olshavsky 1988). In particular
1nstances some of the above behaviors may be
"optimal " and would, therefore, limit the
necessity and usefulness of extended search.

A normative shopping system is introduced that
takes advantage of t he behavior of business
elements in the marketplace. Search is an
ongoing process designed to benefit from price
differences of retailers at one point in time
and over time. An acceptable set of brand,
stores, and prices are determined a priori .
Purchase is triggered by a low price. The
ramifications of the system are discussed .
Consumer education has historically
foc used on teaching individuals to make
rational marketplace decisions. It has rested
heavily on the premise that if consumers would
follow the rational model--problem
r ecognition , information search, evaluate
alter natives simultaneously, and then make a
purchase decision based on quasi-optimal
information, they would achieve higher levels
of satisfaction with marketplace transactions,
and max1m1ze their economic utility.
However, in spite of more than fifty years of
consumer eduction, purchasing by households
has not changed significantly from what it was
in 1912 when Wesl ey Mitchell wrote "The
Backward Art of Spendi ng ~Ioney." In fact,
different li t erat ures are replete with
evidence that consumers do not use thoughtful
decision processes .
There is also evi6.ence
that consumers are buying more on impulse
today than at any time in the past
(Schlossberg 1990).

In ma ny contexts consumers seeking a
"best " dec ision may f eel that optimization 1s
an ill usion, and henc e engage i n some form of
satisficing behavior without an attempt to
optimize (Simon 1957). Some observers feel
that there is a "fla t" optimum so that the
search is for broad ranges rather than si ngl e
ooints of optimality (Edwards 1984) .

This current failure of consumers to
follow planned processes may be attributed to
changes in the nature and structure of the
shopping environment such as i ncreased product
alternatives, high tech products; it might
aiso be attrib11te<i to changes in t he
househol<i. Dual earner couples are short the
t ime to manage the <iay- to-day operation of the
household and raising the children, much have
less time for shopping activities . Moreover
households requir1ng two ear ners to meet
expenses have an excuse for not obta1n1ng t he
best value for t heir shopp1ng dollar . They
chalk off the higher prices paid to the fact
that they do not have the time to deliberate
each decision .

Opt i mization with respect to consumer
decisions has been 1nvestigated using the
concepts of consumer efficiency, decision
qualities, and choice accuracies (Spro les
1983) . Ac corcing to Sproles, an efficient
consu~ner is seen as one who correctly
1dent ifies a nd chooses the relative qualit ies
of a feasible se t of alternative choices given
t he relevant constrain ts . The atte ntion of
the optimizing cons umer lS focused on making
the best single purchase at one point in tl me .
Decision quallty and choice acc uracy are
synonymous. These are conc eptualized as the
degree to which the actual choice of an 1tem
by a person approaches the a priori
subjectively determined ideal choice of that
person (Sproles, Gelstfeld and Badenhop 1980 ) .
T~e consumer dete r mines his/her st a ndards or
aspirations and then attempts to choose the
l tem which is subjectlvely closest to t hose
standarcis.

This paper proposes a shopping syscem that
would benefi t most households i n aiding them
to increase the1r purchasi ng power . The
system is flexible with respect to the desired
level of shopp1ng effort and makes no claim to
optimality, often the goal of normative
decis1on strateq~es.

Buyer Behavior ·:·!Jeory
Theory on consumer buying behav1or is
der1ved large~y from e conomics wh1ch has
de v is~d some nor~ative concepts of '' econom1c
man " and his/her rational behavior. Some
basic assumptions about behavior are that more
of a good shoui d be pre ferred to i ~s s. lower

Background
Ind1 viduals and households reiqht approac h
shopping in numerous ways depending upon
Qarl ables such as the t ype of goods sought,
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pr1ces to higher prices, and higher quality to
lower quality.
The environmental assumptions
of economics specify that buyers possess
perfect information about products and prices,
that they are certain of their own stable
tastes and preferences, and that they are
capable of perfectly processing information.
And, finally, that t hey are able to express
preferences between goods and bundles of goods
without cost (Schwartz 1986). The framewor~
for the consumer decision process is based on
these assumptions and on the further
assumptions endemic to the economic man who
engages in an orderly process in consideration
of goods for their primary function.

Mayer 19901 . 2 The cons umer is often seen as
in revolt against the hostile environment 1n
wh1ch they operate. The emphasis is
frequently on poi nt1ng to the failures of the
system (see, for example , Uhl (1982) on
couponi ng; Garman (1991) on adv ertising, as
well as Cude (1988b) and Maynes and Assum
(1982) on price dispersion as a man i festati on
of the inefficiency of the system), rath er
t hau on teaching consumers to "honestly"
compete against parts of the marketing systeffi.
Cons umers who are unaware of the marketplace
compe tit ion are at a dist1nct d1sadvantage.

Perspectives of Consumer Educators

Consumer economists and consumer educators
f all to account for market1ng mechanisms and
to develop an understanding 1n students of how
the market is structured, how 1t works, and
how to take advantage of its highly
competitive operation. This was not always
the case. 11argaret Reid and Jessie V. Coles,
1n t heir : 938 Consumer and the Market
textbooks allocated ample space to market
st r ucture and marketing mec han1sms. Coles
(1938) allocated 52 pages to the consumer
i nt erest , 150 pages to understanding the
market from manufacturer to the costs of
mark eting, and 100 pages to understanding
retailing institution. Reid sta t ed t hat
"consumers often fail to appreciate the high:i.y
complex nature of the proauctive process which
1nfluences prices and the kind and quality of
goods offered . .. . it is necessary to go beh1nd
the re t ailer . . . . to perceive the complete
fun ctioning of the market system and to
understand policies and practice that affect
consumer interests (Reid 1938 : viill . Two
considerations, price va r iations at one po1nt
il time and price variations over time are
cent ral to our shopping system and also relat e
to the lack of realism of the assumptions of
much economic theory.

Environmental and Consumer Factors

The economic principles and model of
rational decision maki ng have formed t he
backbone of consumer education.
The
recomme ndations of the educators are largely
concentrated on teaching the consumer to
formalize decision making (Deacon and
Firebaugh 1989), to engage in search until it
is no longer profitable, and to reap consumer
surplus either by buying a higher quality
product for the same price, or the same level
of quality for a lower price (Maynes 1976:7).
Consumer educators r ecommendations include
some ge neral guideli nes as well suggestions
for specific situations . For example,
processing by attributes (comparison of brands
one attribute at a time) rat her than by brands
(comparison of br ands one attribute at a time)
is recommended as the former is more
efficient; however, the comparisons should be
simultaneous (Sproles, et al. 1978). Garman
(1991) has por trayed the do ' s and don't s of
purchasing as have Herrmann, Tsai, and Warland
(1988) in de lineating nine food buying
practices 1 •
Writ ers are in general against impulse and
emotional buyi n~. Caref ul analysis, t hought
and planning is favored . Price and quali t y
are key considerati ons with the recommendation
bei ng t hat the cons umer should use a marginal
rule starting with the lowest qua l ity specimen
As s/ he moves up on quality the consumer asks
"is the improvement i n quality worth the
increased cost? " (Haynes 1976:66).

~I.J:.9e

Variation at One Point in

')'im_~

Research shows that prices differ among
retail outlets at one point in time (Cude
198 7; Eastwood 1988; Maynes 1989).
Numerous
st udies in specific product areas have
observed dramatic price differences at one
po1nt in time . For example, Kirby and Dard1s
(1986) suggest that merchandise purchased in
department stores cost the consume r 40 percent
more than the same merchandise purchased in
off-price stores . Hawkins and 11cCain (1979)
found substantial price differences for
products such as cameras, blenders,
televisions, and freez ers.

11any of the suggested rules are design ed
to impose discipli ne on the shopper to
minimize the extent to which the business
system can take advantage of these consumers .
Consumer educators and consumer economists
generally distrust t he behavior and motives of
firms and busi ness executives (Garman 1991;

Price Variation Over Time
Those studying consumer behavior are
conscious of the importance of elements of
time (Becker 1965 , Linder 1970). There is
substantial evidence t hat households can save

lit is interesting to not e t hat virtually
all consumer educators/economists r ecommend
"making a list before grocery shopping .... and
not deviati ng from t he list . " As early as 1986,
it was reported that only 19 . 3% of shoppers rely
on a list (Marketing News , 1986).

2 Many marketi ng peopl e believe that firms
that do not organize to satisfy consumers a r e
acting against their own i nterest (Engel 1970).
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a significant percent of their purchase dollar
by time oriented shopping strategies. For
instance, Kirby and Dardis (1986) found that
over a 13 wee k period, average pri ces in
department stores for 20 items decreased from
$81.18 to $67.01. Seasonal variation in
supermarket prices as well as traditional
sales (e.g . January White Sales) have been
noted by consumer education textbook authors.

quality of products not radically new on the
market has declined over many years, perhaps
through the efforts of such organizations as
Consumers Union. In recent years the quality
level has increased and the variance has
probably decreased in areas such as cars,
standard television, radios and tires (White
1990; Consumer Reports 1991).
5) The number of products and product variants
has been increasing at a faster pace than at any
point in time. For example, the typical
supermarket in 1977 carried 9000 items (Gordon
and Lee 1977:24~:. Since 1987, more than 25,000
new food and grocery products were introduced,
many of whic h were compe t ing brands of the same
product (Blythe 1990) and the bypical
supermarket now carries 25,000 items whi ch the
consumer scans in a shopping trip averaging
twenty minutes (Schlossberg 1990). During the
same period (1977-1990) the number of automobile
models sold in the United States increased from
400 to nearly 600 (Ingrassia and Patterson
1990). In addition, choices are becoming more
complex as the consumer is forced to consider hi
tech goods for the home such as VCR's, Compact
Disc players, Video cameras and the like. In
addition, the number of stores selling every
category of merchand i se has increasec.

Substantial price differ ent ials ove r time
may be created by legitimate sales and
cl earances; loss leaders in retail
advertising; couponing; extra value couponing
such as double couponi ng (Bhasin and
Dickinson, 1987); promotional activities of
retai l and·the supplier for store openings;
blue-light specials of Kmart and the red-light
specials of Wal-Mart; and important changes in
supplier cost, e.g. for seasonal variations.
Furthermore there is evidence that fashion
merchandise markdowns are far larger than they
were in for mer years (Pashigian 1988:947).
If the significance of price variations
over time is recognized, we will suggest that
the focus of suggested purchasing systems
should be changed . The emphas is in most of the
literature is on the purchase, that is, the
customer recognizes a need and then goes out
to fill that need in a reasonable time period.
When, however, price variations ove r time are
substantial it becomes useful for a consumer
to consider his/her needs over a longer time
horizon and seek to minimize the purchase bill
by time oriented shopping strategies.
~orne

The household, too, has changed over time
1n ways that have altered shopping activities.
Two career families have less time available for
shopping activities. Having less time for
planning individual purchases, they are forced
to buy on short notice. Fewer consumers appear
to be shopping for l eisure because, they do not
have the energy and/or interest in "dressing up
to go out shopp ing" and few would choose to
spend a fre e hour poking through the merchandise
(Schwadel 1990).

Changed Env ironmenta l Factors

Changes in the marketing environment in
recent years provi de opportunities fo r
consume r s to reap a surplus as they util ize
t he marketing system to their advant age.

Fragmentation of tJe work place has
1ncreased automobile travel and has changed the
out of pocket costs (and perhaps utility) of a
shopping trip for the household. Indeed
household members pass supermarkets as well as
stores selling f ashion and specialty goods dally
and could pass many more by altering their
rou tes and/or time wi t hout substantive
additional mi l eage . Economists have tended to
assume that travel and distance are substantial
ne t costs even when out of pocket costs are
zero. Indeed these net costs may or may not ~e
posit1ve .

retai~ er is more powerful in many
i ndustrie s than the retailer used to be
(Bucklin and Schmalensee 1987; Stern 1987).
The retailer has induced substantial
concessions from suppliers, including lower
cos t (Felgner 1989).
2) Sales promotion activities today have
1ncreased dramaticall y in importance (Bhasin,
Dickinson, Hauri and Robinson 1989).
Important components of sales promotion are
couponing and short term pri ce discounts.
Both clearly relate to the variability of
retail price over time. In 1988 221 .7 billion
coupons wer e offered, up from 163.2 billion i n
1984 (Lipman 1989) and since 1987 redemptions
have increased by 15 percent (Marke ting News
1991) .

1) The

The number and type of sellers has
changed; competition wit hin and across store
t ypes has i ncreased dr amaticall y. Consumers
frequently fail to understand seller behavior,
par t ic ularly the competitive nature of the
mark e t place, and the costs of doing business.
Not being cognizant of different pricing and
markdown strategies of various retail ou tlets
imp~d e s ef fort s to maximize purchasing power.

3) Markdowns taken by retailers in fashion
merchandise hav e increased substantially in
rec ent years For example, markdowns r elative
to sales from 1965 to 1984 i nc reased from 10.2
perce nt to 19.2 percent in women's fashion
apparel and a ccessories . (Pashigian 1988).
Markdowns tak en by retailers dir ectl y relate
to di ff erential prices over time.

The Normative Shopping System
The overall goal of the system is to
obta1c good value (better than presently
received) f o ~ t he money spent on the goods in
relevant me rchand ise categories recognizing that

4) There is evidence that variability in the
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optimization is not a feasible alternative. In
order to ach1ev e these goals. the hous eholds
have to establ1sh m1nimum quallty standards
with1n relevant merchandise categories. The
system is designed to take advantage of the
substantial variability of retail prices at one
point 1n time and over time. It will tend to be
most useful for the kinds of items found in
supermarkets, general merchandis e and specialty
stores . It w1ll not be equally useful in
s1tuation where the final price is negotiated
because the final prices may not be known
w1thou t extensive negotiation. The search
proc ess f or one product interacts with the
search process for other pro6ucts; consumer
behavior of shoppers is integrated w1th an
understanding of the behavior of retailers
(D1ckson and Urbany 1989). A model for the
proposed normati ve shopping system is shown in
Figure 1.

poi nt in t1me and over time.
Household Needs . The set of household needs
to be covered by the system would most likeiy
1nclude regu l arly purchased items, i.e .
supermarket items, staple clothing items, and
other products for home and lawn that are
purchased cyclically. The earlier the need is
recognized, ceteris paribus, the more the
household unit will have an opportunity to take
advantage of the retail system . 3 The relevant
t1me period might be as long as one yea r for
some nonperishabl e items.
3.

4 . A set of Acceptable Brands. These brands or
product variants meet the household 's minimum
standards for quality and performance. The more
alter natives that remain in the acceptable set,
the probability of obtaining a better value . The
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i\Ok~IAT 1 VE SHOPPING SYSTE~1

As shown in the model , the system requires :
quality decision is simplified by putting goods
into two quality levels, acceptable and not
acceptable.

A trave~.stem. The benefits to a household
Wlil be larger if one or more members of the
household travel by car on a regular basis to
and from work. leisure or other family
activities and the like. Hous ehold members pass
by retail outlets in the process of normal dayto-day living. The net effect is that there are
negligible out-of-pocket travel costs for the
household.
1.

5. The Sea rch System Search, in the model,
encompasses the purchase process and it is ongoing. Those goods and stores which constitute
the acceptable set are routinely searched for
value. Trigger prices, determined a priori, are
"rules of thumb" which trigger a purchase. The
search cues to the system would be, "I have six
cats to feed; I routinely pass stores A, B. c.
D; brands X, Y, Z, ZZ are acceptable . " A price
of 5 cans/$1.00 of brand Z might be a trigger to
purchase of a quantity sufficient fur a
desig~ated time period.
During postpurchase the
good 1s consumed and the quality of the brand
assessed . The price behavior of the r et aller in
the product category is observed. Additionai
examples of trigger prices would be to purchase
an apparel item only when the price is r educed
by 70% or a certain size of toothpaste only when
the final price will be 10 cents (after double
or triple value couponing).

2. Acceptable Stores. The stores which can be
passed in route to and from other activities
would comprise the evoked set of stores. The
stores, due to price and merchandise policies
would be placed into two groups, acceptable and
not acceptable. The benefits to the household
will be larger if there are sets of retailers to
which price tends to be an important varia ble .
Price will tend to be important in large
metropolitan areas. Variability of price
policies among retailers will add to the
potential benefits of the system, For example,
if supermarkets have different strategies such
as everyday low prices; a deep discount loss
leader(s); extra value couponing; high service;
or varying combinations of these. Shopping
strategies of consumers can be evolved to take
advantage of these retailer strategies at one

. 3The system is playing the market, playing
reta1ler against retailer, and a retailer
against itself over time.
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Implementing the System

system. One can ''skim the system," i.e. , pick
and choose the elements that are
seen as desirable .

The benefits of the system relate to four
assumptions: (1) There is no cost of travel,
search/shopping is a by-product of other travel
activity. (2) The individual derives as much
utility from the shopping process r elated to the
created system as s/he would derive from doing
anything else. (3) The consumer is disciplined
in purchasing, not inclined to (unplanned)
impulse buying. (4) The household has the
necessary resources to pursue the system.
consumers meeting these criteria will benefit
from using a shopping system to purchase some
categories.

It is also possible to approach the
shopping system dynamically over time, in other
words to take specific cognizance of learning.
Howard (1963) has argued that more search and
e ffort may be required in the i nitial stages, in
terms of extensive shopping effort. As one
learns, the amount of time necessary to get the
same benefits from the system is less. Dickson
and Urbany (1989) outline this in terms of high
initial fixed costs and lower variable costs as
the household learns. Spreng and Olshavsky
(forthcoming) suggest that high knowledge
consumers have a greater ability to process
information.

The shopping system requires that a
household specify the types of goods to be
covered, as well as acceptable quality levels.
Additionally , one or more household members must
be willing (and able) to routinely search the
acceptable stores. The search system becomes a
three-stage process: (1) A need is recognized.
(2) The need is integrated system. (3) The
purchase trigger is activated by acceptabl~
price reduction of an acceptable brand or 1tem.

Implications
The proposed shopping system is designed
to enable consumers to "get a bigger bang for
the buck" in relevant product categories. It is
postured from a positive and offensive
perspective on the market . A key distinction is
that time is treated in a way so that the
consumer will take advantage of both price
variations among retailers at one point in time
and within one retailer and the system over time
for as long a time as feasible, considering the
costs of time related factors, such as storage,
the planning horizon of the consumer, limited
resources, and the difficulty in recognizing
wants. But whil e the differences in the
treatment of time in the context of the shopping
system may not appear major, th e impacts on the
decision rules and behavior of consumers
adopting such systems would be large. Further
if many consumers purchased in a manner
suggested by our shopping system, the impact on
the marketing, retail, and economic system might
be significant. Some changes with respect to
the consumer purchase process are now indicated.

Household members involved in implementing
the system should develop an understanding of
how prices of specific goods change in his/her
geographic area over time. Consumers will also
get a feel for the value and timing of coupons
offeree in given merchandise categories.
Additional information should be integrated into
the system where appropriate.
The decision system proposed here can ~e
simpler to implement than the alternative of
evaluating the quality and price of each
relevant option in the marketplace . There are,
however, some additional complexities i ntroduced
by such a system. The handling, storage and
inventory costs are important to the hou sehold
(Granzin and Bahn 1989). Storage implies time
and there is the time value of the resources
that are tied up (Morgan and Duncan 1980) . Some
questions raised are: What is the cost of
capital for a specific household? What are the
opportunity costs of time ~o a highly pai~
executive if he has no opt1ons for extra 1ncome?
For those desiring to increase t hei r benefits
from the system above zero (extra) travel, ho~
does one calculate the costs of travel and we1gh
these against the anticipated benefits? Will
there be better buys tomorrow, next week, next
store? A furt her complexity is that a mod1cum
of planning and budgeting is required--as
traditionally these elements have always been
integral to family financial management.

Goals of the prepurchase process become
twofold. First, given a need, the goal in most
instances is not to establish the best buy or
1ndeed to trade off price and quality at one
point in time. The goal is to develop an
acceptable level of quality or performance.
Thus, rather than employing the optimal
compensa tory rule, the system calls for the suboptimal . but simpler, conjunctive rule . The
consumer e liminates brands or products which are
not satisfactory either in terms of meeti ng
functional and/or psychological needs. The
second goal is to establish specific trigger
rules for a particular purchase.

An important characteristic of our
shopping system is that the household can evol ve
the system to the level of complexity that it
can and desires to handle.
The system can be
limited to a small number of frequently
purchased products. A shopping system could be
implemented just one day a week . One member of
the household could do all the shopping.
Alternatively the system may also be informal in
that consumers may use insights obtained from
understanding the retailer behavior and the
shopping opport uni t ies presented by the economi c

There is an advantage to the consumer of
not focussing on the best buy. A general, often
inherent, disadvantage of identifying best buys
is that the high rating is likely to increase
e emand and without an almost immediate quant1ty
i ncrease. the price must go up or the item
becomes out of stock or both. Specifying those
brands that will not do the job is unlikely to
focus demand on one or two items. The ~ore
alternatives that satisfy th e consumer in the
context of The foc us of market offerings in the
set of retailers, the better.
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Search becomes a continuous activity in
that consumers are integrating search into their
day-to-day activities. It emphasizes the
del1berate and systematic acquisition of
information (Mazis 1988). Shoppers can think of
elements of this activity as continual! y
updating their locational and competitive maps
(Dickson and Urbany, 1989:17). As suggested
previously the sooner the want is recognized th e
greater the opportunity that the consumer will
get a better buy from the retail system .
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Search is also changed in that the search
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Present decision making implies that the
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Reaching and Teaching Low Reading Level Consumers
Janice Holm Lloyd, North Carolina State University, Raleigh 1
Members of ACCI's Consumer Education
Committee have a long-time concern
regarding the difficulties in both
reaching and teaching consumers with
limited reading skills. Even when we
arrange for work-site lessons,
pre-release sessions at correctional
institutions, housing authority
programs, or other ways of reaching a
few members of this audience, most
consumer educators lack the
multidisciplinary expertise for
effective teaching.
The problems for individuals,
their families, employers, the
community and society as a whole are
spelled out in the study, "Workplace
Competencies: The Need to Improve
Literacy and Employment Readiness"
(Office of Education Research and
Improvement, US Department of
Education, 1990) and many other reports
of the impact on the society of having
so many adults with limited literacy
skills.

reading-level audiences might occur, we
also seek to find suitable materials to
use, and/or to learn how to go about
developing such materials. Any of you
who have gone down this path know that
we are NOT going to tell you we found
easy answers. But we will describe two
very different approaches to the
problem -- and allow time for
discussion on how you might go about
deciding what course to take in your
situation.
a.
Literacy Specialist. This
expert looks at persons with limited
reading skills (for whatever reasons),
is most concerned about the severe
impact of that limitation, and focuses
on trying to improve literacy skills as
the primary objective. A literacy
specialist may or may not choose to use
consumer education materials.
b.
Consumer Educator. This
expert looks at persons with limited
reading skills and sees their need for
consumer education -- or coping skills
-- or life skills -- and tries to
provide the consumer knowledge,
attitudes and skills involved. The
results are usually print materials
intended to communicate to the audience
at a low reading level. Improvement in
reading and other literacy skills may
or may not occur. The need for
multiple forms of expertise is
frequently lacking -- literacy itself,
various aspects of communication
(conceptual, perceptual, visual,
written) and graphic designers, unless
a team of experts and users is part of
the development process.

My first exposure to the interface
between literacy and consumer education
occurred in the mid-70s. In a fifthgrade classroom in suburban St. Louis,
a consumer education unit was added to
the curriculum of one group of
youngsters. Measurements were then
made of both the test and control
group. Both reading and computational
skills of the test group had risen
beyond those of the control group -presumably because of greater interest
in the subject matter. Several years
later, a module was published by the
Michigan Consumer Education Center on
using consumer education content to
teach reading. And the 1987-91 focus
of the Cooperative Extension System on
Family and Economic Well-Being
highlighted the financial/consumer
problems of many "working poor"
families with limited income and
literacy.

Our first presenter represents the
latter approach. Gail Baron is a
Program Developer with Alberta Consumer
and Corporate Affairs, a Canadian
provincial department. She organized
the teams which developed the "Consumer
Talk" program for use with low-reading
level audiences, including provincial
literacy programs.

In our search within North
Carolina for sites and settings in
which teachable moments with low-

Rena Soifer is a literacy
specialist, and is the director of the
Workplace Academy operating out of
Eastern Michigan University.

Extension Specialist
Family Resource Management
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"Cons umer Talk" : Developme nt of a Canadian low-literacy
consumer education program
Gail Baron , Alberta Consumer and Corporate Affairs ,
Edmonton , Alberta , Canada 1
Rationale

This video presentation describes
consumer education materials developed
especially for a low-literacy, lowincome audence by Alberta Consumer and
Corporate Affairs (a department of the
provincial government in the province
o f Alberta , Canada) .

The Department ' s regular
collection of print consumer education
material serves a literate (high school
reading level) audience. The "Consumer
Talk" series allows the Department to
provide consumer education materials to
an e xpanded audience.

Project Overview

Objectives

"Consumer Talk " is a series of
consumer information sheets written in
Basic English and presented in tabloidnewspaper format . The series currently
includes 12 issues: Advertising,
Banking, Buying a Used Car, ~
Repairs , Credit, Returns (store return
policies) , Shop Around, Shopping at
~ ' Tenants: Moving In, Tenants;
Living There, Tenants; Moving Out , and
Trouble with Credit .

" Consumer Talk " will help readers
to develop: an awareness of t he ir
rights and responsibilities as
consumers ; some personal strategies fo r
dealing with consumer problems ; and an
awareness of sources of consumer
information and help.
Works heets
A set of worksheets is available
to supplement each issue of "Consumer
Talk." The worksheets comprise a
variety of exercises that require t he
learner to read "Consumer Talk" and
reflect on h is or her own experience .

Target Audience
"Consumer Talk " was developed for
adult basic readers . Bas ic readers do
not read r outi nely for work or pleasure
a nd have a difficult time with everyday
reading . This audience may include new
Canadians learning to read English as
well as adult literacy and basic
education students. The series was
designed for u se in a formal
educational setting under the guidance
of a facilitator , and it is also
appropriate for adults reading
independently at a basic level .

Distribution
The publications are distributed
through a variety of outlets , including
community agencies that work with the
target audience (e .g. immigrant aid
groups , social services organizations ),
adult basic educators , teachers of
English as a second language , volunteer
literacy tutors, educational programs
in correctional institutions , public
libraries , and the Department ' s own
offices .

What is Basic Englis h?
Basic English is characterized by:
• use of common words
• prevalent use of s imple sentences
• ample use of illustrations , including
examples of forms and letters
• frequent use of personal stories to
expl ain concepts. Photostories are
especially helpful.
• special design features , including
careful control of the amount of
information presented under a single
heading ; page design that cues the
reader on information t hat belongs
together; and type face and size that
allow maximum ease in reading .

Recommended resources
Baldwin , R.
(1990) Clear Writing and
Literacy. Toronto , Canada :
Ontario Literacy Coalition.
Cutts , M. & Maher, C. (1980) Writing
plain English. Stockport , U. K.:
Plain English Campaign.
Doak ,

c.c. , Doak , L. G., & Root , J.H .
(1985) Teaching patients with low
lite racy skills . Philadelphia ,
Pennsylvania: J.B . Lippincott Co.

Sample copies of the tabloids and
the worksheets are available from the
author .

1

Program Developer , Consumer Education
and Information
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Interest in the Consuming Interests of Youth:
Research, Marketing, Education and Policy Perspectives
Josephine A. Swanson , Cornell University 1

Youths ' consumption-related activities
occupy a particular place among all
their experiences as developing
individuals. This paper summarizes
selected studies on youthful consumers
and uses an expanded conception of
consumer well-being encompassing
effective, efficient micro-consumer
decisions and a healthy development of
the individual. Suggestions for
consumer interest researchers and
educators include addressing macroconsumption sensibilities: a concern
for t he global society, considering
impacts of individual actions on the
environment, and concerns for
distributive justice .

i nterests, has studied the development.
of financial management competence of
youth and the consumer lifecycle
(Rettig and Morteson, 1986; Stamphl ,
1978 , 1979).
Youth Consumer Socialization Studies
Socialization research has
attempted to explain and predict
youths ' acquisition of consumer ski lls
and media use associated with
consumption. Consumer socialization
has been referred to as the process of
acquiring and devel oping consumer
values , attitudes , norms, skills,
behaviors, motives and knowledge which
are related to consumption and family
financial management (Kuo, 1987 ; Rettig
and Morteson, 1986) . Stemming
initially from an approach to studying
television advertising effects ,
socialization research has been used by
consumer educators and family
management scholars as well as within
ongoing consumer marketing research
(McNeal, 1987; Moschis , 1987 ; Ward,
Klees and Wackman , 1990) .
Moschis
(1987) identified three major types of
theoretica l approaches that could be
used to explain consumer socialization .
Developmental or lifespan t heories
address changes in the individual's
priorities and the other social ,
physical and psychological changes one
experiences over a lifecycle . Social
learning theory emphasizes external
controls over the socialization
process . Studies l ook at socialization
age nt s: stimulus-response situations ,
influences of reinforcement , social
interaction , modeling and role theory.
The third approach to explaining
socialization , that of social systems,
emphasiz es the individual within his or
her group affil iations and behaviors
within c ultures or subcultures. Norms
and processes within different cultures
will affect socialization learning
outcomes .

Research Approaches
How youth consumer issues are
studied reflects the particular focus
of the investigator and disciplinary
boundaries . Some research has used
theoretical and multi-theoretical
fr a meworks; other works have been
criticized as a-theoretical or as
imposing theory upon data rather than a
priori to the design (Rossiter , 1978 ;
Kuhlmann , 1983 ; Rettig and Morteson,
1986). Heinzerling (1990) identified
twenty specific theoretical frameworks
that could and/or have guided research
on children as consumers including :
cognitive components , processes and
quality theory, decision-making ,
learning , situational variables , values
and perception theories.
Marketing research on children and
adolescents is driven by an interest in
the effectiveness of marketing
activities and by a need for
information upon which to plan new
activities . Marketing focuses on
directional influence or persuasion and
does not take the individual consumer
viewpoint (Wilkie, 1988). Youths '
marketplace activities and expenditure
changes over time have been tracked and
offer insights about spending potentia l
(McNeal , 1 987) . Research tied more
closely to consumer interests as
opposed to marketing to consumer

How various forces and individuals
impact on a child ' s consumer
socialization is influenced by the
c hild's stage of development, economic
c lass of the family , opportunities for
contact , and other factors. Peer s ,
family members, the marketplace,
advertising , educational programs and
messages , and employment are all
potential socialization agents or
mediators for children in the

1
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relative importance of consumption as
an experience for the developing child,
and social learning about nonconsumption issues such as savings has
received much less emphasis (Kulhmann,
1983; Rettig and Morteson, 1986; Ward,
et al . , 1990). McNeal (1990) found
that children aged twelve and under
have been increasing their overall
savings rate. Between 1968 and 1984,
t he average rate was quite s teady at
15 %; in 1989 it was up to an average of
30% . He suggested that with increased
financial resources, children might be
learning the virtue of savings and/or
may be encouraged by parents to
establish a better savings habit.

development of consumer attitudes,
s kills and knowledge.
Family Socialization Influences

The importance of family
interactions and parents in the
development of the youthful consumer is
clear as one reviews studies of the
socialization process. Parental
influence on consumer socialization of
children is often incidental; parents
seem to expect their children to learn
through observation or "osmosis"
(Birckmayer , 1984). Usually
discussions about consumption behavior
are initiated by the child's request
for a product. Parents teach skills
directly through prohibiting actions or
purchases, giving lectures, holding
discu ssions, and indirectly by acting
as an example and allowing the child to
learn from experiences (Ward, Wackman
and Wartella , 1977) .

The family is also important as a
mediator of the affect of other
socializing agents. Parent-child
communications have been found to have
some influence over time on the
development of adolescent brand
preferences and the ability to
distinguish facts from exaggerations in
advertising messages (Moore and
Moschis, 1981) . Robertson , Rossitier
and Gleason (1979) found that families
mediate the effect of TV viewing .

Kuo's (198 7 ) three school survey
of 7th, lOth and 12th graders found
support for parental role modeling in
social learning of consumer skil l s.
Pippidis's (1989) study that surveyed
teenager and parent pairs suggested the
importance of the family environment,
teen experiences and the parent-teen
relationship in the development of
financial management competencies of
youth. Marshall and Magrude r ( 1960 )
reported that children are more
knowledge able about the use of money
when given wide experience and
oppo rtunities in saving and spending
and when parents handle the family
income wisely. Turner and Brandt
(1978) found that children learned
consumer skills whe n they are given
opportunities to participate in
consumer decision-making and share
family responsibilities .
In a survey
of over 400 Georgia middle school
children, Doss (1990) fou nd t h at how
children used money was influenced by
their income source and amount.
Savings and giving increased with the
amount of income from earnings.

Youth as a Consumer Market

Tee ns' economic power has been
tracked by market researchers such as
the Rand Youth Poll , Scholastic a nd
Seventeen magazines, Teenage Research
Unlimited , and the Roper Organization
(Wa l sh, 1985; Hauser , 1986; Between
Parents a nd Children , 1989). The
majority of teenagers ' spending
co ntinues to be on themselves, is
discretionary, and their fi n ancial
resources are substantial . Spending is
often on high ticket items such as
cars , video and other electronic
equipment. The more traditional teenage purchasing continues as well-snacks , movies , clothing, cosmetics
(Caprino , 1990).
National teenage earnings in 1990
were reported by Teenage Research
Unlimited , (TRU), to be at $101 billion
up from $89 billion in 1989 ("New
Breed ," 1991). The Rand Youth Pol l
estimate for spending by 13-19 year
olds in 1987 wa s $53 .7 b illion per year
on themselves and $27 million on family
food . Teenagers also influence how
their parents spent $142 bil lion ("Teen
Spenders ," 1988). TRU estimated the
average teenager ' s income in 1989 was
$60 per week, (Charboneau, 1989) .

In general, findings seem to
indicate the value of positive
experiences with money income . Across
studies , more earnings and a regular
income seem to support greater
knowledge on consumer and money topics
and a greater propensity t o save
(Marshall and Magruder, 1960; Da le,
1 973; Turner and Brandt , 19 7 8;
Hollister, Rapp and Goldsmith , 1986;
Hampton, Bouton and Huggans , 1988;
Pippidi s , 1989 ; Doss , 1990) .

The economic power of tee nagers
ha s raised concerns about t heir
premature affluence (Bachman, 1983) .
Their consumption level and s tyle i~
beyond their productive capacity in an
independent adult world. Child

Sociali zation studies have paid
t h e most attention to purchasing and
marketplace interactions . How the
family uses and consumes goods , the
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Ch ildren are also of economic
interest b ecause of t heir futu r e role
as adult consumers and their i n fluence
on the consumption practices of their
parents and family. Marketing
strategies are directed at capturing
loyalties early in life sin ce they are
reported to be carried into adulthood .
Reverse sociali z ation , t he i nfl uence of
c h ildr e n and adolescents o n adult
consumer practices , is an emerging area
of investigation (Between Parents and
Child ren , 1989 ; Ekstrom , Ta n serhaj and
Foxman , 1987 ; Mangl eburg, 1990 ) .

developmen t experts are concerned that
teenagers acquire social mat u rity
through consumer goods such as
automobiles but lack the psychological
maturity of adulthhood (Greenberger and
Steinberg, 1986) .
Also of concern is the amou nt of
ti me teenagers commit to ear n i n g money
and an overl y materialistic orientation
to adult life . Greenberger and
Steinberg (1986) found that many of the
service-sector jobs held by teenagers
had minimal training associated with
them , and t h e skill requirements were
bare mini mum . So rein forcement of
school learning and skill development
often are missing in jobs held by
teenagers . Teenagers with excessive
workplace involvement may lack e n ough
opportunities to experiment with other,
non-employment ro l es s u ch as
volunteering and to explore their
identities , both important
developmental tasks in adolescence .

The Roper Organ ization ' s survey on
U. S . family decision making , Between
Parents and Children , (1989)
interviewed parents with children 7 to
17 years of age and asked how children
influenced consumer choices made .
Childr en were reported to exert the
greatest influence (74-79% having a l ot
or a fair amount to say about the
decision) on television program choice ,
where to go for fast food , what to do
together for fun , and clothes the
children wear . Pare nts viewed their
c h ildren as muc h more involved in
family decisions t han they were as
children. One study recommendation is
that marketers direct advertising
messages for a wider array of products
and services directly to c h ildren.

Children 12 years of age and under
are seen as an importa nt market
themselves . Mc Neal (1990 ) estimated
that the 32 . 2 million 4 to 1 2 year olds
in the U. S. spent $5.15 billion in
1989 . Six year olds spent an average
of $2 . 59 per week and 12 year olds
spent $6 . 90 . Children ' s annual
expenditures were concentrated i n five
major categories : snacks and sweets ($2
billion) ; toys and games ($1 . 9
billion); clothing ($700 million) ;
movies , entertainment and souvenirs
( $600 million); and video games and
arcades ( $486 million) .

Youth Consumer Educ ation

School courses historically have
covered aspects of consumer education
when emphasizing life problems a nd
buymanship (Green , 1988) .
I n the 1970s
throu gh t h e mid 1980s , a national ,
systematic approac h to consumer
education for children and adolescents
was conducted and curricula and courses
were instituted . Disagreement
conti nues on t he co ntent , focus and
appropriate ness of this education.
Research findi ngs conflict a s to
whether con sumer education curricula
and programs make a difference (Green ,
1988) .

Companies that mar ket to chi ldren
use highly creative promotional
strategies such as kids clubs, product
tie-ins , direct mail relationships and
premiums to capture young people ' s
attention a nd sales (Sains , 1989) .
Selling America ' s Kids (1990) , a recent
Consumers Union study , is a critical
examination of promotions that are
directed at children. The study
described burgeoning product licensing
promotions with sales of $64 mil l ion in
1989 , a prol iferation of merchandise
cro9s-selli ng , product placements in
movies and videos , the use of
celebrities to sell products , and
classroom materials with commercial
messages , all as illustrations of how
promotions permeate young people ' s
dai l y rout ines . A vast array of
products are promoted including the
familiar children's products like
cereals and toys as well as kiddie
cosmetics , frozen dinn ers , cameras for
children , shoes and clothi ng , videos
and electron ic equi pment (Selle r s ,
1 989; Moore , 1990) .

What is clear is that children
h ave al r eady acqu ired knowledge ,
attitudes and motives on most subjects
that might be included in education
about the consumer role before coming
to the classroom (Kuhlmann , 1983) .
Bel k , Bahn and Mayer (1982) found that
children had already developed
stereotypes about consumpt i on symbols
by the second grade. It seems that
consumer learning begins early with the
socialization of preschoolers , is
significantly built within the family
throughout childhood, is affected by
other socialization agents such as the
medi a and peers , a nd can be
supplemented in schools and through
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other educational programs and
experiences.

significantly more commercial content
and advertising than materials from
nonbusiness sponsors (Rudd and
Buttolph, 1987). Consumer education
has also been criticized as antibusiness and/or lacking in economic
understanding. Teachers responsible
for courses may lack even elementary
training in economics. The goals of
consumer education have been
recommended as those that would prepare
youths for their adult consumer role in
the economy with a sound basis in
economic principles and an
understanding of the marketp lace
(Bymers, 1983; Robinson , 1988).

Consumer education can be
criticized as containing adults '
perceptions of what children ought to
know. Al ternatively , consumer
education could be based on c hildren ' s
needs , reflecting an understanding of
children's cognitive abilities and
consumer-behavior patterns. Approaches
for children could be based on
information processing skills,
explanations of the persuasive i ntent
of advertising and how to find product
information. Knowl edge , behaviors and
skill-building can be emphasized .
Older children and adolescents could
deal with more abstract attributes of
consumer decision-making and the
marketplace and different strategies
for evaluating products . They also are
capable of critical reflection on the
use of goods to construct meaning of
one ' s self and the world. Marketing
research on children ' s cognitive
abilities wi t hin consumer situations
offers ideas for designing education
programs (Macklin and Machlert, 1989;
Peracchio and Mita, 1989; Roedder-John
and Cole , 1986; Roedder-John and
Whitney, 1986; Soldow, 1985) .
Visualizations, supporting memory
strategies, using scripting techniques
to learn effective consumer behaviors
and basing program approaches on
significant e nvi ronmental factors can
strengthen educational interventions
directed at children .

In addition to enriching consumer
education through more direct use of
consumer and related research findings
and better application of economic
theory and family resource management
principles, some critics want to change
a nd/or broaden what is included in the
curriculum and how it is taught.
Metzen (1988) recommended including
household choice-making, proper use and
maintenance of products , and
nonconsumption experiences. The
understanding of all resources and
their value, in addition to monetary
resources , as well as the ethical and
societal responsibilities associated
with consumption, have been proposed as
important concepts within comprehensive
consumer education. Copa a nd Schuler
(1987) want to stretch and develop
curricula further by supporting more
developed ways of thinking . They
suggested that consumer issues be
taught using a human concerns approach
to develop critical thinking about
practical consumer dilemmas.

Education could supplement
parental training which occurs
indirectly and irregularly. Classroom
and out- of-schoo l educat ional programs
might be devised in which parents
undertake some consumer training
activities . This would reinforce and
support family commun ications ,
experiences , and teaching related to
consumption which include both economic
and sociological aspects . Kourilsky
and Murray (1 981) reported the
effectiveness of economic education
with kindergartners was due, in great
part , to the participation of the
fami ly and to discussions within the
family. Armstrong and Brucks (1988)
built a rationale for adult education
programs on advertising to increase
parents ' effectiveness as socialization
agents.

Lemi ng (198 3) suggested two
interpretations for social dimensions
wi thin consumer education curricula.
The social/political interpretation
focuses on consumer participation in
the social determination of
consumption . Education could emphasize
the complexity of the market, forces
acting upon consumers , and how, through
social and political action , to
maximize individual and societal wellbeing. A second social dimension to
consumer education is one of a
personal /moral interpretation . Leming
believes the latter interpretation is
of greatest interest to adolescents who
can understand principles involved in
personal decisions about available
resources , and who can observe the
consequences of their consumer c h oices
on the well-being, dignit y and
happiness of others .

Some educational materials offered
for use in schools by businesses and
some ent ire school programs have been
criticized as being too commercial or
too centered on consumption (Harty ,
1979; " Selling America's Kids ," 1990) .
A 1984 content analysis of free
curriculum materials found that
business-sponsored materials contained

Also supporting a moral
interpretation , Peterson (1 987)
suggested research and teaching about
the ethical aspects of consumption

217

based upon John Rawls' theory of
justice. She criticized family
economics/consumption theory as
culture-centric and ignoring duty and
obl igation . Ethical inquiry within
consumer education would analyze issues
such as inter-generational trade-offs ,
resource depl etion and environmental
pollution , and moral quest i ons related
to advertising and hazardous
substances. Metzen (1988) noted that
problems related to trade-offs between
satisfaction of present co n sumers and
the needs of future consumers are of
great significance and should b e a part
of the consumer conscience.

frustration and impatience with
children who take a l ot of time making
purchase choices. Retailers offer
merchandis e which is harmful and
inappropriate for c h ildren (McNeal,
1987) .
Public and private policies
re l ated to youth as consumers have been
proposed, implemented, rescinded, and
revised as in the case of limiting
te l evision advertising to children
(Carneval e, 1991). Ethical and legal
policy issues attend to the rights,
vulnerabilities and needs of youth and
the interests and responsibilities of
society for youth (Armstrong and
Brucks , 1988; Paine, 1 984; Reece , 1986 ;
Selling America ' s Kids , 1990). Ethics
will direct business towards marketing
activities based on veracity rather
than an absence of deception, or
fairness, and will reflect a respect
for and an avoidance of harm to
children (Paine , 1984).

Youth Consumer Interest Policies
Understanding the developmental
needs of youth suggests directions for
policies. Voluntary and mandatory
market protection measures may be
required to protect the safety of
children buying and using certain
products and services . Exclusion of
children from certain markets h as been
mandated, for example , cigarettes ,
alcohol and some toxic materials.
Information disclosu r e and education al
programs to be useful to children a nd
adolescents , must include presentation
in an understandable manner given the
level of cognitive development.
Retailer practices and adverti s ing
me ssages aimed at children should
reflect children ' s abilities and needs.

The practice of st u dying and
marketing to children for profit has
been criticized on legal and ethical
grounds (Charren, 1990; Hite and Eck,
1987) . A large proportion of research
on children as consumers is devoted to
the role and i n fluence of
advertisements, especially televisio n
advertising. The effect of television
ads is cited here as a societal concern
and also addressed as an information
so u rce and a point of inte raction
b etween parent and child .

Children experience special
problems in the marketplace . Stamphl's
(19 78 ) Consumer Element s by Con sumer
Lifecycl e Stage lists typical
marketpl ace problems of children .
They
have underdeveloped cognitive responses
to ads, want everything and are unable
to articulate questions or get usable
explanations from parents or teachers .
Children also lack knowl edge and
understanding of the marketplace and
have limited and unorganized product
knowledge. Adolescents , compared to
younger children , are gaining
experiences in the marketplace and
developing more sophisticated
underst andings about con sumption .
Teen agers ' marketp l ace problems ,
according to Stamph l's framework ,
i n c lude difficulty in identifying
sign ificant product differences a nd a
weak understanding of both the value of
money and t heir own tastes and
preferences.

In the f uture , youth-focused
consumer education and researc h must
a l so attend to t h e special needs of atrisk p opulat ions . For example , there
may be unique co nsumer problems and
educational needs of non-college bound
youth as described in the W. T . Grant
Foundation Commission report The
Forgotten Half (1988) . Although the
report e mphasized needs for emplo ymen t
and training opportunities, effective
consumption behavior and sou nd consumer
understandi n gs could substantially
contribute to a successful independent
life for t he se individual s . The draft
summary report of the Consumer
Compe tency Roundtable (1991) placed
high priority on consume r education for
mino rity and other special groups .
Minorities , low income and younger
consumers tended to score l ower on
co n sumer knowledge in the 1990 Consumer
Federation of America ' s Con sumer
Competency Survey . The Roundtable
recommended developing a national
strategy and products for teaching
con sumer life skills to youths in outof-school community settings .

The marketplace itself is d es igned
primarily for adu l ts and so are its
products and services . Eye-level
displ ays may be out of sight for young
customers.
Some merchant s are
unresponsive and even h osti l e towards
children unaccompanied by adults.
Adult clerks and customers may express

The big questio n o f what the
marketplace does to children remains
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(Becker, 1987). It has only been
raised here and in most research on
children as consumers (Ward, et al .,
1990) . Social a nd environmental
responsibilities can be related to
consumer decision s through integrated
curricula and rei nforced informally by
parents within the family .

Ekstrom, K.M., Tanserhaj, P . S. & Foxman, E.R.
(1987) Reverse socia l ization: How
parents acquire consumer skills from
c hildren.
In Advances in Consumer
Research 1!, 283 287.
Green, D . H.
( 1988) The role of secondary
schools (in consumer education) . In
Maynes, E.S. et al. , The Frontier of
Consumer Research, Proceedings of the
International Conference on Research in
the Consumer Interest , American Council
on Consumer Interests , 819-829 .
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Shou ld We As k or Watch?
Data Collection Methods for Researchi ng Young Consumers
Les R. Dlabay , La ke For est Coll ege 1
The economic impact of young consumers
increases each year as do the marketing
activities to influence thi s s pending.
Research efforts to create and impleme n t
cons umer educat ion programs and public
policies need to consider the research
se t t ing, int e rvi ewe r influence , a nd
verbal lim ita t io ns when selecting a
da t a co llection met hod.

paper will consider each as part of t he
r esearch environmen t for yo ung consumers ;
in addition, this paper has the following purposes :

Cons umers between the ages of 5 a nd 1 2
influence over $70 bi llion of annual
spending in our society (Berry 1990;
Newcomb 1990) . This inc l udes both what
t hey spend, and what is spent on them .
Because of thi s fact, marketi ng r esearch ers have take n e x te nsive e ffort s t o
investigate the be haviors , motiva t ion,
a nd interes t s of t h is market segment .
Thes e young consumers receive a consta nt
barrage of promotions a nd product
offerings in the form of :

*

te l ev i sio n programs feat uri ng
c harac t e r s associated with various
produc t s ( t oys, food, cloth ing ,
v ideos , a nd a udio ta pes);

*

i n- school promotion s inc l uding
magazines, teachi ng materia l s , and
news programs with adver t ising ;

*

c l ub s " tha t promo t e members hi ps ,
em phasize ma il orde r se llin g, and
c r eate mailing lis t s for sa l e to other
mar keters ( " Se lling America ' s Kid s 1990).

3.

supe r visors of young consumers
( teachers, sco ut l eaders , a nd
community wo rkers ) .

*

to suggest r esearch for assessing a nd
plann ing marketpl ace decisions,
educat iona l programs , and public
policies.

1.

Att itudes related to marketplace
influenc es (such as adve rti sing)
and product o ff e ri n ~s (inc l uding
product performance) .

2.

Behaviors concerni ng buyin g ha bit s ,
med ia usage , and produc t consump t ion .

3.

Inf l ue nces on behavior s t hat come
from the yo ung cons umer' s house ho l d ,
peer s , educationa l /comm un ity
involvement , and the marketplace.

As with any research s tudy involvi ng
consumer attitudes, be ha vior s , and
influences , genera l l y acce pted d ata
co ll ect ion methods wo uld include t he
follo1vi ng :
1. Observations . Pla nned watching
act iviti es may occur in both a st ruc tured
man ne r (inc l uding qua nt ita ti ve ana ly sis
of behavio r fr equency) or wit h a n
anecdotal fo r mat t o gain unde r standing
of the dec i sion-maki ng envi ro nment of
young cons umers. Atki n ( 1978) provided
a strong framework for the former of
these a pproaches, while e thnographic
r esearch designs can be the basis for
t he latt e r (Fine and Sandstrom 1988 ) .

The process encountered when researc hing
young cons ume r s ca n involve three
audiences :

parents a nd legal car etakers, and

to provide g uidelines for planning
resea r ch wi t h young cons umers .

Types o f Data Co ll ec tion Methods

To coun t e r act these mar ketplace influ ences ,
consume r affairs spec ialis t s , ed ucat ors ,
a nd policy makers s hould consider
re sear ch activities to determine and
promote educationa l a lte r natives , hea lth
and nut ri tion, and informed marketplace
dec i sion mak ing.

2.

*

Data for researching yo ung cons umers
genera ll y fall into t hr ee ca t egories :

~< " kid ' s

t he young consume r s ,

to review th e procedures a nd conce rns
associa t ed wit h c ollectin g resea r c h
data from young consumer s .

What Do We Wan t to Know?

p roduct placements i n motion pictures ;
and

1.

*

2 . Surve ys . Questionnai res may be used
wit h varyi ng degrees of s ucc ess depending on t he age, audie nce , and data n eeds
of the s tudy. Rossiter (197 7) validated
a sca l e for use with ch ild ren when studying att itudes re l ated to commercia l s .

Sinc e a ll three gro ups can provide
insight i nto the t arget audience, t hi s
1

Associate Professo r , Departme n t of
Ec onomics and Business
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3 . Individual and Gro up Depth Interviews .
In-depth personal interviews and focus
groups have been used with varying
levels of success depending mainly on
the age of respondents . Harrigan ( 1991)
provides stro ng evidence for this method
indicating that one - on - one interviews
were used most frequently by organizations
involved i n c h i ldren ' s r esearch . She
further points out that mini - focus groups
(with three to seven young consumers)
were the next most popul ar t echniq ue.
Thi s gro up size is i n cont ra st to the
more commonly used 8- to - 12 person focus
gro up for other co nsumer segme nts.

1. Cognitive Limitations .
s uggests :

As Rust ( 1991)

*

adu lt s can think about themselves
objectively; ch ildr en can not;

*

adults can consider alternatives i n
para ll e l; chi ldre n use " serial process ing; "
often p l a n purchases; c hildre n' s intention s are li ke ly t o di s so l ve in seco nds ; and

~ ad ult s

focus on produc t at t ributes ;
ch i l dren under stand products as
e ntities .

~adu lt s

4. Projective Techniques. Psychological
data-gathering devices such as word
association, sentence completion, s t ory
creation, and third person techniques
can be helpful for gain ing insight into
attitudes a nd motivations of young
consumers. Haire (1950) suggested that
projective research methods are useful
for revealing motives that may be
incapable for a respondent t o verbalize .
Among young consumers, these techniques
can be used to assess brand awareness,
animated c harac t er perceptions, and role
understanding (Marke ting News 1983).

2 . The Research Environment. A lab
setting can seem very foreign to the
participant , resulting in nonvalid
r esponses . In contrast , a nat ural set ting
(home , school, youth activity location)
that is familiar to the you ng cons umer
ma y r ed uce one ' s ability to genera li ze
the findings, but the insight s gained
can more than jus t ify this action . Also,
whe n c h ildren are put in a r esea rch
setting designed for adults (such as one
wi th furn iture for grown- ups) the yo ung
cons umer i s less like ly to provide va lid
data .

5 . Diary/Journal Data Records. While
having m~xed r ev i ews concerning validity
of data, diary studies ca n be especia lly
helpf u l whe n research i ng pare n t s and
youth s upervisor s (I s l er , Popper, and
Ward 1987) . This techniq ue has a l so
been s uccessf u l with adolescents.

3. Int erviewer Influence. Yo ung cons umers
are eas ily intimi da t ed by a n adult ;
respondents must be made to feel comfort able with the researchers with whom they
have contact .

6 . Content Anal ysis. The monitoring of
commercials, promotional messages, a nd
other marke t p l ace influences can provide
important background and insight of the
buying environment of young consumers
(Atkin 1977) .

4 . Ethica l and Legal Concerns . Permission of parents or guardians along with
confidentia lit y of data are two areas that
requke care in the planning stage of a
stud y .
5 . Validation of Data Collection
Instruments. Procedures must must be
establ ished that certify the desired
measurement as well as consistency of a
ques t ionna ir e or observation form .

Factors Affecting Data Col l ection Methods
Se l ection of a specif i c data co llection
method to use when researching yo ung
consumers will be influenced by :

6 . Th e Response-Behavior Link . Wh i l e a
problem in most types of respondentcentered r esearch , t he gap that e xi sts
betw een s urvey replies a nd marketplace
behavior must be carefull y considered
whe n attempting t o genera l ize results
or when designing program to improve
decision making among young consumers .

1. Research topic, data needs. Exp l oratory studies are likely t o be best served
by qualitative methods s uch as unstr uc tured observations, open-ended i nterviews,
and projective techniques .
2 . Age of respo ndents . As previous ly
mentioned , verbal interactions (necessary
in surveys) or writing skil l s (required
in a diary stud y) may not be possible for
children under a certain age .

7 . Interpretation of Responses . The
frame of reference used by researchers
to draw conclusions from data must also
be tempered in l ight of the perspective,
evolvi ng values and behaviors, a nd
physio l ogical c hanges occurring in this
target audience .

Data Co llection Issues
The unique situations involved with
researc hing yo ung consumers gives rise
to several concerns that need reconci l iation when planning and implementing a
study . These issues include:
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Data Co l lection Se l ec t ion Guidelines

4 . St udies to assess the influence of
t eachers, peers, and community environment on attitude s and behavior s of young
consumers; for the se, consider s urve ys
and ethnographic observation.

I n the process of planning an investi gation i nvolving yo ung consumer s , direc tion may be taken based on t he data t ha t
will best serve the goals of a s tudy.
For example , several types of data
(rela t ed to desi red informationa l
outcomes) may be offered along with
s ugges ted data co llection approaches ,
as follows :
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Money Management Information and Financial Resources
of Teenage consumers in Kansas
Carole G. Prather, Kansas State University 1

Introduction

teenagers was $60 , with males
having more ($65) than fema l es
($55). The majority (85.3%) of
respondents earned at least a
portion of their income, with 58
percent having regular jobs. The
average teenager earned 85.7
percent of his available spending
money and parents provided 9.8
percent. Half of the respondents
indicated their parents provided
spending money upon request and 19
percent received a regular
allowance. Other sources of
income, which accounted for 4.5
percent of total resources,
included amounts from other
relatives, investment income, or
child support. Working teens had
significantly more spending money
($70) available than did
non-working teens ($15).

While adolescents comprise an
increasingly smaller proportion of
the national population, their
economic behavior still remains of
interest. Adolescents yield
enormous impact in the economy.
They tend to be the major decision
makers on an estimated $70-80
billion of annual expenditures.
Today's adolescents purchase many
of the products intended for their
family's consumption. And about
$50 billion is available annually
to teenagers for their
discretionary spending or saving
(Hauser, 1986; Walsh, 1985).
During their adolescent years
individuals acquire much of the
financial knowledge and skill to
carry them into their adult years.
Yet little is known about where
and how adolescents acquire their
financial background.

The magnitude of resources
available to today's youth should
be of interest to more than
marketers. The vast difference
between the discretionary i ncome
of working and non-working teens
needs more careful scrutiny in
future studies .

Purpose and Method
There were two objectives for
this study. The first objective
was to determine the magnitude and
sources of financial resources
available to Kansas teenagers in
1990. The second was to ascertain
how adolescents acquire their
understandings of money
management.

Over 90 percent of respondents
indicated parents/family as a
source of their money management
knowledge. One-third of the
respondents also cited a class at
school as a source of financial
information with business,
economics , and home economics
courses most frequently mentioned.
While it is not surprising that
adolescents learn about managing
money from parents and family, the
evidence of this informal
transmission of knowledge and
skill on such a vital topic
encourages the development of
programs to support parents in
their role of financial educ~tor.

Data for this study were
gathered through a written survey
distributed to high school seniors
enrolled in a government course
during Spring,1990. A stratified
sample was obtained to represent
the five geographical areas of the
state, rural and urban
communities, as well as small,
moderate and large schools.

Results and Implications
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Profiles of Consumers and Those Who Recycle
Kathleen Faith Mikitka , San Diego State Universit~l
Virginia A. Haldeman, University of Nevada , Reno
were more likely to give t hem away (39 %
vs 10%) . About one-th ird of all the
respondents who recycle receive money
for some of their materials and give
away some of their recyclables.
The
middle social class group was more
significantly inclined to recycle for
ecological reasons (64% vs 25-53% ).
Lower c l ass respondents groupings were
much more inclined to recycle for money
(85%) and the upper classes for charity
(30%) . When respondents were asked
"What is the most important reason for
recycling?," 46% identified ecological
or environmental reasons, 34% monetary
reasons , and 19% charitable reasons.
The general differences between social
class groupings remained.

Rationale
The research is philosophically
encompassed with a view of the consumer
as part of an ecosystem. This
perspective provides a structure for
research activities that explore
consumer attitudes , va l ues , and
practices that affect global
environments and resource conservation ,
particularly recycling. Recycling
helps minimize the economic and
environmental consequences of consumer
waste and consumption itself . Waste
management is considered a concern of
the current decade (Mikitka, Zeitler , &
Gross , 1984; U.S . Environmental
Protection Agency , 1989) .

*Multivariable Chi square analyses
signi ficant at .05 or better.

Research Obje ctives
The objectives of this study were
to gauge identification of a widely
used recycling symbol and to obtain
profiles of household consumers and
those who recycle .

Implications
A framework for developing
environmental concepts may be
associated with the Mobi u s loop
recycling symbol that emp hasizes
total systems.
The research lends
support for consumer education and
environmental programs that aim at
creating awareness of the recycling
symbol and its significance .
Programs
s hould be based on environmental
affective objectives as prerequisite
to learning environmentally beneficial
decision-making practices.
Demographic profiles of household
consumers may be useful in further
expansion and penetration of con sumers ,
retailers, manufacturers and industry
markets for recyclables in the 1990s.

Respondents
Respondents were 440 strategically
selected supermarket shoppers and
recycling center patrons from a major
suburban area i n the USA.
Previous
research suggested that c l ass division
may influence recycling attitudes and
behaviors. Therefore, social class
ranks for respondents were determined
using the Hollingshead Index of Social
Position (Mikitka , 1987).
Findings
Awareness of the recycling symbol
increased from one-tenth of the
respondents in early surveys to
one-third of the respondents in the
most recent surveys .
There were no
significant differences in the rate of
recycling (i.e. , the percent who
recycle) among different social class
categories.
However, there were some
significant differences* in what
respondents did with recyclables.
Respondents with lower social class
ranks were more likely to receive money
(64% vs 29%) and upper class respondents
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Testing A Computer Program for Life Cycle Savings

Sharon A. DeVaney, The Ohio State University'

Computers have the potent~al of
helping consumers with complex
financia l decisions but little testing
and evaluation has been conducted with
sophisticated software. This poster
session will report on a test of
software users.

life cycle. A pre-test and post-test
with fourteen items was administered.
Attitudes toward the use of a computer
program as a means of generating
financial advice as well as specific
features of the program such as
Constant Dollar Planning and the
thriftiness level were analyzed. A
significant increase in students'
ability to make decisions about how
much to save for retirement was noted
in the survey results.

Rationale

To give additional assistance in
planning for retirement, a computer
program based on the economic theory of
life cycle savings was developed. The
program was intended for consumers who
are at least ten years away from
retirement. Many individuals have a
tendency to increase their level of
savings in the years j ust prior to
retirement when the demands of raising
and educating children and purchasing a
home have been accomplished. However ,
the program allows for the especia lly
thrifty consumer who begins saving
early to ch ange the values of several
variables including the "thriftiness"
factor. The full model is described
elsewhere (Hanna , 1989 ).

Findings

Forty-five students participated in
the exercise but only 37 students
completed both attitude surveys. The
mean age of the students was 22.8
years. The mean hours worked per week
by students was 13.3. However, 15
students were not employed and only 2
students worked f ull-time. Five
students were married , 1 was divorced,
and 38 were single. Only 2 students
were parents. An entry level financial
management class had been completed by
75 percent of the students.
Each group of students assumed that
both spouses would be employed. The
mean take home income with both spouses
employed was $41,700. Beginning
retirement assets averaged $27,800
while beginning loan balances averaged
$20,800. The mean starting age for the
savings program was 26 with a mean
retirement age of 63. Mean annual
growth rate of future income was 2
percent with a range from 1 to 4.25
percent. The mean take home income at
retirement was $89,900.

Potentially confounding factors in
implementing the model include:
overestimation of future income and
pension by young consumers, few
households purchase an annuity at
retirement, and consumers may have
difficulty in thinking about income and
consumption in real terms. The program
assumes that an annuity will be
purchased to fill the gap between
optimal consumption, pension, and
Social Security benefits. While all
dollar amounts (current and future
income, personal loans, and net worth
additions and withdrawals) are entered
in terms of today's dollars, the
projected consumption and savings may
be observed in both real a nd nominal
dollars.

Decision groups consisted mostly of
pairs. In addition, a few groups made
multiple decisions such as varying the
retirement age and deciding whether or
not to have children. Retirement age
and c hildre n (whe n to have them , c hild
versus no c hild, a nd one child versus
two) were the decisions receiving the
most emphasis.

Students in a Family Resource
Management Application class tested the
Life Cycle savings program by writing a
case study and focusing on a decision
about family formation or consumption
and its effects on savings over the
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Mail-Order Use and Problems:

Differences by Age

Joan C. Koonce, The University of Georgia, Athens 1
Teresa Mauldin, The University of Georgia, Athens2
The Chi-Square test of
independence was used to analyze the
data .
Gamma was used to indicate the
strength of association when ChiSquare was significant.

Purpose
This study explored the use of
information, knowledge of selected
co~sumer rights, and perceptions of
fa1r and legal business practices of
a sample of 1,019 persons age 25
years old and older (566 who had made
purchases via mail in the last six
months and 453 who had not) • It also
examined the actions taken by 254
persons who indicated that they had a
problem with a mail order purc hase .
Three age categories were used:
25
to 43 years ol~ (babyboomers), 44 to
64 years old (1nbetweeners), and 65
years old and older (elderly).

Results
Among those persons who
indicated that they order products or
services via mail, there were
significant associations between age
and all sources of information except
sales person's advice and family and
friend's advice. The babyboomers
were more likely to use these sources
of information and the elderly were
less likely. These significant
associations also held for the group
who said they had not made purchases
via mail in the last six months.
However, family and friend's advice
was also significant for this group.

Methodology
The data used in this study were
taken from a 1989 telephone survey of
consumer behavior conducted by Market
Facts for the American Association of
Retired Persons (AARP) . Responses to
questions on use of information from
the Better Business Bureau (BBB) or
consumer protecti on agencies,
consumer magazines, articles or books
about a product or service, past
buying experiences , sa les person's
advice, family or friend' s advice
and advertising were analyzed. Also,
each group's knowledge of one's
right to have several days to cancel
a purchase made from a door-to-door
s~les p erson, knowl e dge of one's
r1ght to cancel a mail order if not
sent within one month of being
ordered, and opinion of the fairness
a~d legality of selling a product
d1fferent from the one pictured in
the mail catalog were analyzed.

There was a significant
association between age and knowledge
of one's right to have several days
to cancel a purchase made from a
door-to-door sales person among those
who had made purchases via mail. The
babyboomers were more likel y to
correctly a nswer that one has several
days to cancel a purchas e made from a
door-to-door sales person and the
elderly were less like ly. This
significant association also held for
the group who said the y had not made
purchases via mail in the last six
months. However, the inbe twee n ers
we re more likely to answer correctly
and the elderly were l ess likely.
There was also a significant
association between age and
perception of the legality of selling
a product through mail that looks
differe nt from the one pictured in
the catalog among those who had made
purchases via ma il. The elderly were
more likely to correctly answer that
it is illegal to sel l a product
through mail that looks different
from the catalog picture and the
inbetweeners were less likely. This
s ignifica nt association also held for
the group who said they had not made
purchases via mail in the last six
months .
However, the inbetweeners
were more likely to a n s wer correctly
a nd the elderly were less like ly.

Among those who indicated that
they had a problem with a mail order
purchase (product did not look like
the catalog picture), the responses
to the fo llowing complaint procedures
were examined: keep the product,
return the product and request a
refund, write a l e tter to the company
expressing dissatisfaction, and
complain to a cons umer agency.

1

Assistant Professor,
Dept. of Hous ing and Con s umer Econ.

There was no s ignificant
association between age and complaint
behavior.

2Ass i stant Professor,
Dept . of Housing and Consumer Econ.

227

consumer credit : An Exploratory study of search Behavior

Yu-Chun Regina Chang, The Ohio State University 1
Sherman Hanna, The Ohio State University 2

Th1s study appl1es St1gler•s econom1c of
information model to the external search
for consumer credit and explores factors
associated with diverse consumer search
behavior. Logistic regression was used
in empirical analysis of a sampl e from
the 1983 Survey of Consumer Finance.
The variables SIZE OF LOAN, and
EDUCATION were positive related to
search. INCOME had a curvilinear effect
an

function was specified as follows:
SEARCH = f(SIZE OF LOAN, INCOME,
EDUCATION, AGE, PRIOR EXPERIENCE,
TIME SCARCITY)
Six independent variables are specified
as dummy variables . It is hypothesized
that SIZE OF LOAN and EDUCATION h ave
positive effects on search, INCOME, AGE,
PRIOR EXPERIENCE, TIME SCARCITY have
negative effect s on search.

search
Results, conclusions, and Implications

The results revealed that consumers
still engage in little information
search although "more information is
better" has been emphasized for over two
decades. The SIZE OF LOAN has a
significant ly positive effect on credit
search, indicating the economic model of
information is valuable for service
information search analysis. The
curvilinear income effect, however,
suggests that middle-income consumers
search more than lower and higher income
consumers because they have a higher
demand for credit than lower income
consumers and a lower search cost
(foregone wage rates) than those in
higher income level. The strongly
positive EDUCATION effect further
indicates that for such a complicated
commodity as credit, more investment in
human capital may increase the
eff iciency in search, leading the
consumer to search more . One
implication of these res ults is that
disclosure mandated by "Truth in
Lending" may not benefit poorly educated
consumers. Greater efforts in consumer
education may be needed. Future
analyses in service informa tion search
studies may also need to extend the
model to include other types of services
to determine if the results observed in
this study are consistent with those for
other services.

Information search has been the
focus of numerous research studies in
the past . However, there have been few
studies of the search process for
services. The characteristics of
consumer services are different from
those of tangible goods, as are the
contributions of different information
sources to the decision process for
services. This study applies Stigler's
economic model to the external search
for a service -- consumer credit -- and
seeks to explore factors associated with
consumer search behavior.
Model

Stigler's economics of information
model implies that a consumer will
search for lower prices as long as the
marginal costs of additional search are
less than the expected marginal benefit
from search (19 61 ) .
Methodology

Data came from the 1983 Survey of
Consumer Finance (the latest survey year
avail able with such information ). The
sample used consisted of those who
purchased over $500 by loan in the
previous year, and had not been rejected
by credit in past few year s resulting in
574 households selected from the
original 3,824 respondents. So few
consumers had considered search beyond a
second l ender that the dependent
variable used was a dichotomous
variable, whether the consumer had
considered any search for information
about an installment loan. A logit
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Wife ' s

Employment and Service Expenditures

Ann C. Foster, University of Connecticut!
Sheila Mammen, University of Massachusetts2

The working wife has become an integral
part of the American economy.
In 1987
both husband and wife had earnings in
over two-thirds of the 43 . 5 million
marri ed-couple families with at least
one spo us e emp l oyed (" Earnings of
Married Couple Families," 1 989).

with all dependent variables except
child care.
Families of wives employed
both full- and part-time spent more on
child care and total services than
families of full-time homemakers.
Families of part-time working wives
spent more o n food away from home
co mpared to families of full-time
h omemakers , but n o difference was found
for families of full-time working wives.

Since time is a fixed resource,
dual-earner families have fewer hours
for nonmarket activities than comparable
one-earner families .
For this reason,
they may have to purchase time-saving
goods and services as subs t itutes for
household production time taken up by
market work.
The purpose of this
research is to examine the relationship
between a wife's employment and outlay
on services for which demand is expected
to be sensitive to the value of time
within a household.

Higher level s of education were
po sitive ly associated with all service
expenditures .
The impact of the age
variable indicated th e presence of
distinct life-cycle effects .
Families of black wives were found to
spe nd l ess on food away from home and
gardeni n g services, but more on persona l
care than families of white wives.
Families of wives of other races spent
less on personal care than families in
the reference category.

Methodology
The interview component of the 1986
Consumer Expenditure Survey (CEX) was
the data base for t h is researc h .
The
study sample consiste d of married -c ouple
families in whic h the wife wa s le ss t h an
65 years old and in which n eit h er spouse
wa s retired .
Families not reporting
information on income and other
sociodemographic characteristics of
interest were excluded, resulting in a
sample of 1,000 families.

Neither family size nor family
co mpo sitio n proved to be major
explanatory variables and wer e o nly
significa n t in exp laining expenditure on
c hild care.
Homeowners spent more on
domestic services, but less on c l othing
care relative to renters; no diff e rence
was found for the remaining ca t ego ries .
Conclu s ions
Wife's emp lo yment wa s influential in
explaini n g expenditure on food a way from
home, child care and total se rvices
on l y.
Contrary to what might be
ex pected, only families of part-time
employed wives spent more on food away
from home.
Findings indicate that
factors n ot a ssociated with wife ' s
e mpl oy ment were more inf l uential in
exp lainin g ex p e nd iture .
For example ,
family i n come had a positive influence
on al l categories except ch ild care.
Educat i o n and age wer e also influential .

Multivariate tobit regression analysis
was u se d to examine t h e influence of
wife's employment and ot h er factors on
outlay on se lected se rvices .
The
services examined were l)food away from
h o me , 2)child care, 3)domes ti c services,
4)clothing care, S)perso nal care , 6)
gardening services and ?)total services.
I ndep endent variables of interest wer e
l) family income, 2)wife ' s e mploym ent
status, 3)wife ' s education , 4)wife ' s
age, S)wife's race, 6)family size,
?)family composition and 8) h o me ownersh i p
status .
Region and Metropolitan
Statistical Area (MSA) status were also
employed as c ontrols.

It should be noted that th e CEX did not
provide information on service price and
availability, both of whi c h cou ld play a
major role in spending, particularly for
domestic services.
For this reason,
future research o n service co nsumption
should take these factors into account .

Results
Family income was positively associated
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Organic Produce:

Consumer Attitudes and Willingness to Pay

Chung L. Huang, University of Georgia 1
Sukant K. Misra, University of Georgia2
Stephen L. Ott, ERS, U. S . Department of Agriculture3
Today ' s consumers are more informed
about health and nutrition, and are
asking more questions and expressing
con cerns about food quality and product
safety. The growing interest in
nutrition and food safety has
contributed to an outgrowth of the
organic produce industry (Franco, 1989).
However, sales of organic produce at
some retail markets have been minuscule
due to inconsistent quality and higher
price (LaRue , 1989). The objectives of
the study are to assess consumers ' food
concerns with respect to u se of
chemicals in fresh produce production,
and their motivations , attitudes and
willingness to pay for organic produce.

produce and those who did not. Sex , age
and educational level correlated
sign ificantly with these food concerns.
Resu lts suggest that 61% of the
respon dents would prefer to buy organic
produce, if available. However, this
preference was invariant of gender ,
race , age , education or income of the
respondents. The most important reason
that consumers said motivated them to
prefer organic produce to conve nt ~o~ally
grown produce was freedom from chem~cal
residues (38%). Other important reasons
for choosing organic produce were
naturally grown (35%) and tasting better
(16%). A majority of respondents (61%)
indicated that they would only pay up to
10% higher than what they were paying
for conventional produce. While some
(15%) would pay a premium greater than
that, 24% of them were unwilling to pay
any higher price. Furthermore , only 25%
of the potential buyers would accept
organic produce with low appearance a nd
sensory qualities s uch as insect
damages , blemishes, or soft spots .

Data and Methods
A self-administered mail survey was
conducted in the summer of 1989 among
580 households participated i n the
Georgia Consumer Panel. The panel
cons titutes a random sample of Georgia
cons umers stratif i ed by income classes .
Th e s urvey resulted in 389 completed
questionnaires , a response rate of 67%.
The sample tended to be demographically
upscale with older, better educated , and
hig h er income households s l ightly
overrepresented. The average household
size is about 2.7 persons. Female , city
residents , and people of European origin
represent 69% , 54% and 77% of the survey
respondents, respectively. Crosstabulations and Chi-square test were
used to analyze and determine if
differences in responses exist among
socioeconomic and demographic subgroups .

conclus ions and Implications
The results did not s u ggest any
direct correlations between sociodemographic variables and the groups of
consumers who would and would not buy
organic produce. However, sex , age, and
levels of education and income were
statistically significant determin ants
that affected consumers ' food concerns
and fresh produce purchasing decisions .
An important factor to the marketing
potential of organic produce in Georgia
appears to be some certification that
these produce are free of chemical
residues . Furthermore , organically
grown produce s hould be ma d e availab l e
to consumers at a reasonable price that
is competit i ve with those g rown by
conventional methods , and without
apparent defects i n its sensory quality.

Findings
The respondents most frequently
chose pesticide u se (45 %), c h emical food
additives and preservatives ( 31% ), food
poisoning ( 29% ), and high food prices
( 26%) as one of their top three food
concerns . These food concerns were
statistically significant between those
who indicated a preference for organic
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Management and Involvement Factors Related to Financial satisfaction
Norleen M. Ackerman, Utah State University 1
Glen 0. Jenson, Utah State University2
DeeVon Bailey, Utah State University3
The study identified management and
involvement factors related to husbands '
and wives ' financial satisfaction. A
random sample of 110 dairy farm couples
were interviewed. Multiple regressions,
with t-tests, were used. Two risk
management and three involvement factors
were related to the husbands' or wives '
financial satisfaction.

involvement factors were entered in
separate multiple regressions for
husbands and wives. The regressions
controlled for al l other factors in the
equations while testing the hypotheses
that each individual factor was related
to financial satisfaction. T-tes t s
determined statistical significance.
Probabilities of .10 or less were
considered significant.

The purpose of this exploratory
study was to identify financial
management and decision and work
involvement factors related to husbands '
and wives ' financial satisfaction . such
factors are throughputs in the DeaconFirebaugh management model (1988) and
were related to an evaluation of the
output from management.

Sample Description. The mean age
of husbands was 51.0. The modal
category of education was high school
graduation for husbands a nd vocational
school or some college for wives. The
mean number of children under the age of
19 living at home was 1.65. Over 60% of
husbands and wives were not employed off
the farm. Net 1985 farm income was low;
26% had a net loss and 36% netted less
than $10,000. However, only 20% had net
1985 family incomes of l ess than $10 , 000.
The mean debtjasset ratio was 33.

Related Literature
Gap theory explains the concept of
satisfaction as the difference between
one ' s desired a nd actual situation .
Financial satisfaction h as been measured
i n various ways; there is no consensus
on measurement (Davis, 1986). Previous
research has identified a number of
financial resource input factors and
demographics which are related to
financial satisfaction. The few
throughput factors ide ntified to date
include being a planner and decisionmaking equality (Heck , 1983).

Results, Discussion, and conclusions
In the husbands ' equation, two risk
management and two involvement factors
were statistically significant. Those
risk management factors were life
insurance on both husband and wife, and
health insurance coverage judged " good"
in adequacy. Significant farm work
involvement factors were runs errands ,
and, inversely, prepares taxes. Only
one factor was related to the wives'
fi nanc ial satisfaction , involvement in
day-to-day family spending decisions.

Methods
The population studied was dairy
farm couples in five Utah counties . A
stratified random sample was drawn .
Two-person interview teams conducted
separate simultaneous interviews with
husbands a nd wives in 1986. A sample of
110 cases was a naly zed; the response
rate was 71%.

Discussion. As in previous
studies , few throughputs related to
financial satisfaction were identified.
However, 2 risk management factors were
related to the fi nancial satisfaction of
husbands. Three decision or work
involveme nt factors were related,
although one had a n inverse relationship.
Noninvolvement is contrary to managerial
theory; perhaps such theory needs to
address unpleasant work .

Variables. Financial satisfaction
was an index of satisfaction with
financial security , family income, and
level of consumption. Money management
a nd risk management factors were
i ndividual questions ; decision
involvement and farm work involvement
factors were indexes.

conclusions. Basic money
management activities were not related
to financial satisfaction; perhaps this
is why few people prepare budgets, keep
spending records , and use these tools to
control spending. Insurance purchase
may be motivated by its relations hip to
financial satisfacti on. Involvement in
decision-making and work , two widely
recommended managerial strategies did
receive some support in this study.

Analysis. Money management , risk
management , decision and farm work
2
3
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Factors Relating to Spousal Financial Arguments of Louisiana Urban Consumers
Renee ' H. Thomasson, Louisiana State University Agricultural Center 1
Frances C. Lawrence, Louisiana State University Agricultural Center 2

This study was conducted to determine
frequency of spousal financial
arguments as related to use of
fi nancial management strategies,
perceived financial satisfaction, and
selected demograph ic variables.

Table 1
Spearman Correlations Between
Frequency of Spousal Financial
Arguments and Utilization of Financial
Management Strategies
Arguments
Factor
rho
Godls and savings
-. 281**
Record keeping
-.245*
Delaying tactics
. 278**
Apparel cost cutting
. 211*
Controlling expenditures
- . 159
Financial statements
-. 060
Do-it-yourself & allowance .216*
Cost cutting techniques
.091
Communication regarding
budget and goals
-.034
Note. N - 88. A negative estimate
indicates a positive relationship
since 1 = usually and 4 = never.
* l2 < • 05
** l2 < • 01

Introduction
Financial arguments are likely to
cause disruptive and stressful family
conditions. The focus was to
determine the frequency of spousal
financial arguments of urban Louisiana
consumers, with emphasis on
relationships between freque ncy of
arguments and a ) utilization of
financial management strategies, b)
perceived financial satisfaction, and
c) sel ected demographic variables.
Methodology
Questionnaires were mailed to
Louisiana residents--11 5 from each of
7 cities--randomly selected from a
Louisiana Department of Motor Vehicles
list. From the sample of 224
consumers ( 36% of the deliverable
questionnaires), 133 (59% ) were
married. The d ata were a nalyzed using
factor analysis with varimax rotation,
analysis of variance with covari ates ,
and correlations.

Financial arguing decreased as
respondent 's age increased ( see Table
2). Spouses may have reached
financ i al compromises during their
younger years, resulting in l ess
arguing in later lif e .
Table 2
Analysis of Variance with Covariates
for the Relationshi]2 between Frequency
of Spousal Financial Arguments and
Selected Variables

Results and Discussion
Fifty-one percent of the married
r espondents indicated spousal
financial arguments. Of these, 5%
reported "usually" arguing, 22%
reported " sometimes" arguing, while
24% reported "se ldom" arguing.

Freguency of Arguments
Variable
df
MS
F
Est.
Age
8.86 11. 42**
1
0 .03
Sex
1
0.46
0.60
Employment 1
0.32
0.42
Education
1
0.26
0.33
- 0.04
Size of
household 1
0. 57
0 . 73
- 0.08
Income
1
0.20
0.25
0.02
Perceived
income
adeguacy 1
0.67
0.86
0.12
Note. Error - 72. Estimates
available for continuous variables
only.
** l2 < . 01

Two strategies, goals/savings and
record keeping, were negatively
related to arguing, indicating that
respondents using these strategies
we re l ess like ly to argue about
f inances. Arguing increased with the
use of apparel cost cutting, delaying
tactics, and do-it-yourself
techniques/allowance strategies (see
Table 1) . Unde rlying financial
difficulties may have prompted the use
of delaying tactics.
1

2

Financial satisfaction was
related to spousal financial arguments
( rho= . 269 , l2 < .01, N = 120). Less
satisfied respondents had more
financi al arguments than than those
who were more satisfied.
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Money Management Educatio n ... It Works
Patricia A. Myer , University of Nevada , Reno 1
Virginia A. Haldeman, University of Nevada, Ren o 2

percent had p repared an i ncome and
expense statement ;
62 percent had
completed a net worth statement; 44
percent h ad deve loped monthly spending
plans; 38 percent had i n itiated a
planning calendar for periodic and
seasonal e xpenses ;
56 percent had
improved the ir a bility to balance
spending with income ; 96 percent we re
more in control of their finances; 52
percent s tre ngthe ned their unde r s tanding
of h ow v a lues are related to f amily
financial goals; 39 percent developed
a plan for reaching financia l goals; 81
percent analyzed t h eir debt situation,
redu ced debt load, a nd increased their
ability to manage credit .

Nevada
Cooperative
Extension's
development a nd implementation of the
Money Works Program was in response to
the econ omic challenges facing families
from changing employment opportunities,
e roding
purchasing
p ower ,
income
instability a nd lack of
fin a n cia l
management skill s .
The program is a series of seven twohour c la sses, addressing values, goal s
and
decision
mak ing,
financial
statements ,
spending plans,
credit
management , risk management, saving a nd
basic
investing ,
and
ret irement
planning.
The target audience included families
and individuals having limited knowledge
and
experience
in
managing
their
finances.
Marketing efforts strongly
encouraged partners to attend together.
The worksh ops were limited to 20
participants
in
order
to
provide
interactive i nstruction.

Continu ing Developments
Sin ce the initial implementation of
the Money Works Program, professionals
from social service agencies, utility
companies ,
casino
huma n
resource
departments ,
and others have been
invited to participate. Staff training
and o n-site e mployee workshops h a ve a l so
been conducted.
This
variety of
approached has expa nded the ability to
reach
audiences
who
are
not
traditiona l ly i nformation seekers a nd
provided a bl e nd of prevention a nd
intervention programming .

Program Objectives
Through participation i n the Money
Works Program, participants were to:
strengthen their understanding of h ow
values are related to family financial
goals; develop a plan for reaching
financial
goals ;
develop
a nd
use
financial management tools s u c h as
spending plans and financial statements ;
gain control over their fina ncial
situation; and develop the ability to
a nalyze their debt situation, improve
their ma nagement of credit a nd reduce
their debt load .

Observation and evaluations indicated
that offering all topics in the series
resulted in participant information
overload . The beginn i ng level of skills
needed to be l earned and applied before
partici pants were ready to move on to
the next level .
Co nsequ e ntly, the program h as been
divided into two components , Money
Mechanics a nd Mo ney Works .
Money
Mec hanics foc uses on goals , v al ues,
d ecision making, spending p lans , credit
management, record keeping, fi nancia l
statements, and savi ng. I n Money Works ,
the emphasis is on risk manageme nt,
investi ng a nd retirement planning .

Accomplishments
Prior
to
the
time
of
impact
e valuat i on , three classes h ad been
conducted
with
a
tota l
of
44
participants .
The six month impact
assessment had a 64 percent response
rat e .
Th e
evaluation
i ns trument
included 29 questions, 21 of which
assessed fina n cial accomplis hment which
resulted from participation in the
program . Don A. Dillman ' s Total Design
Method (TDM)
for mail surveys was
utilized .
The

2

assessmented

indicated :

Implications
The decade of the 80 ' s h as been
described as the decade of rising income
inequality . The decline of real wages
among young workers is expected to
continue . Consequently, programs such
as Money Works , which have a proven
impact on t h e financial management
skills of program participants , will
need greater accessibility .
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Women's Participation in an Employer-Sponsored Pension Fund
Elizabeth M. Dolan, University of New Hampshire 1
Retirement strategies of women may
differ from men's. Women are likely to
have lower Social Security benefits due
to weak labor force attachment and low
wages, and are less likely to
participate in an employer-sponsored
pension fund (Woods, 1989). Women in
professional occupations were more
likely to contribute to a pension than
women in non-professional occupations.
Married women were less likely to
contribute to a pension than single
women (Price-Bonham & Johnson, 1982).
Whil e the purpose of the survey was to
explore employees' participation in the
university ' s pension plan, the results
presented focus upon the female
employee respondents.

(t=5 .20, p = .OOO). While there was no
difference between the level of
satisfaction with their own ability to
manage money, there was a difference
between the participants' and nonparticipants ' satisfaction with their
economic position (t=2.75, p=.007).

A random s ample of benefitseligible faculty, professional/
administrative/technical (PAT), and
operating staff (OS) at a northeastern
university were sent a short
questionnaire through campus mail. One
hundred forty-two or 46% of the
respondents were female.
Ch i s quare
test of independence and t-tests were
u sed to determine if t he participation
by women in the pension system differed
based on demographic and personal
factors.

Confirming the findings of prior
studies, three-fourths of the faculty
and PAT women were participating
compared with 43% of the operating
staff women. These findings were
similar to those of prior research.
Women with higher incomes were more
likely to be participating t h an those
with lower incomes. When asked why
they were not participating, the most
frequent response was "could not afford
it" (30%). Those who p articipate in
the pension fund are likely to be more
concerned about retirement in general,
so it is not s urprising that more
participants also h a ve an IRA or other
pre-tax retirement savings plan than
non-participants, confirming Woods '
(1989) report. Contrary to t h e
findings of Price-Bonham and Johnson
(1982), married women were not l ess
likely to be participating in the
pension fund than single women.

Because the literature indicated
that married women might take a more
lackadaisical attitude toward their own
pension rights, several analyses were
done using responses from only married
respondents. The factors examined were
spouse ' s employment, his pension
participation, and the proportion of
income earned by the women. There were
no statistically significant results.

Thirty percent of the female
respondents were faculty, 29% were
PAT' s and 40% were OS's. The average
age was 40.9 years (sd=10.69) and
ranged from 21 to 66 years. Median
level of family inc0me was $35,00040,000 per year . The proportion of the
total family income earned by the
married women ranged from 7% to 100%,
with a mean of 47.1% ( s d =2 1 . 8).
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Educating Consumers to Take Control of Life and Death Health Care Decisions
Marlene S. Sturn, University of Minnesota

Preserving one's autonomy regarding health care decision
making has become a complex issue facing individuals
and society. Few resources exist which address the issue
from a consumer decision making and family context
perspective. Pilot study results of a newly developed
self-study approach to the issue are shared.

contained reading material, definition of terms, discussion
questions, and worksheets and activities.
Ninety families in four counties piloted the selfstudy. Anywhere from 1-5 fam ily members participated,
for an average of 1.8 individuals including spouses,
children, parents, in-laws and siblings. Participants
ranged from teenagers to 93 year olds; were primarily
female (85%); and a majority had completed high school
or some level of higher education. The evaluation
process consisted of pre and post profiles of participants,
written evaluations of each lesson, and phone interviews
to evaluate content, methods, marketing, and assess
planning and behavior changes.

Medical science has made major advances in lifesustaining technology, enabling individuals to survive
illnesses and injuries that were once fatal. These
advances create complex dilemmas and decisions
regarding life and death for individuals, their families,
health care providers, the courts, and society. What
happens if an individual is unable to make or
communicate his or her preferences or decisions
regarding health or personal care? Who decides? How
should such decisions be made and on what basis? The
purpose of this poster is to highlight the development and
impact of an educational resource designed to address this
new and critical consumer and policy issue.

Findings
As a result of participating in the self-study,
family members: 1) made a point of discussing the issue
with family members (73%); 2) decided to infonnally
share viewpoints and preferences (68%); 3) learned about
the viewpoints and preferences of those they are close to
(63%); 4) improved skills in bringing up and talking
about sensitive issues (59%); 5) decided it is important to
make some formal plans (living will or Durable Power of
Attorney)(59%); and 6) changed attitudes and opinions
about health care decision making (54%).

Autonomy, or the right to self-determination, is an
ethical principle that is generally supported today as a
basic consumer right in the health care system. Whi le
many consumers are fam iliar with the need to plan ahead
regarding the use and distribution of their property and
assets in case they are unable to do so, planning ahead to
preserve one's autonomy regarding personal care is a new
concept. The 1990 Cruzan Supreme Court case has
raised awareness of the need for individuals of all ages to
plan ahead for the possibility of not being able to make
or communicate one's own decisions.

Overall, ratings of both content and methods were
consistently very high. The most valuable components of
the self-study when rated on a 4-point scale were
worksheets and activities and definition of tem1s,
followed by the reading material and d iscussion
questions. A majority of pat1icipants rated higher
knowledge and comfort levels with the subject matter
after weekly participation. An overwhelming number
(95%) would encourage others to enroll in the self-study.

Planning ahead for decisions about personal care
involves sorting out complex legal, ethical, spiritual, and
economic issues. While there have been some consumer
education efforts to help individual s understand legal
approaches (e.g., living wills), few resources exist which
address the issue from a broader decision making and
family context approach.

Suggested changes in content included more in
depth definitions and discussion of medical terminology
and options. More time between lessons was requested
to allow time for sharing and working through activities.

Development of an Educational Resource
Conclusions
A four part family focused self-study series was
developed by the Minnesota Extension service to help
families: 1) gain an understanding of why health care
decision making is an important issue; 2) recognize the
advantages and disadvantages of various planning
options; 3) identify the myths and facts about formal and
infom1al planning options; 4) develop personal
perspectives and opinions on health care decision making;
and 5) increase skills in communicating about such a
sensitive issue. The units which were mailed weekly

While the content and methods of the piloted selfstudy have been important additions to a new consumer
issue, varied educational resources need to be developed.
Federal legislation passed in 1990 will require all health
care facilities receiving Medicare or Medicaid funds to
inform patients of their health care decision making
rights. Consumer educators can offer much needed
family and decision making approaches to such an
interdisciplinary issue.
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Effects of Different Income Sources on Food Expenditures

Hwang-Jaw Lee, Tunghai University
Wen s . Chern , The Ohio State University 1

on food consumption at home vs. away
from home.

A Tobit model is used to examine the
impacts of income sources on food
expenditures using BLS's Consumer
Expenditure Diary survey data in 1986.
The empirical results show that four
income components have significantly
different effects on the expenditures
of aggregate food , food at home, and
food away from home.

The main purpose of this study is
to utilize the recent consumer
expenditure survey data for analyzing
the impacts of various income sources
on total food expenditure, and on the
expenditures for food at home and food
away from home. The empirical results
will provide valuable information for
evaluating the effectiveness of the
food subsidy and transfer payments
programs . For the remainder of this
paper, the theoretical framework will
be first discussed. The data sources
and statistical model are next
described. We will then present the
regression results, the estimated
marginal propensity to consume, and the
expenditure elasticities of various
income sources. The paper ends with
concluding comments.

The affordability of food to
American households continues to be a
public issue . There are concerns about
adequate nutrition consumed by
households and the coverage and high
costs of food distribution and
assistance programs (West and Price) .
Transfer payments and food subsidy
programs are two major public
assistance vehicles to help low income
households improve their level of
living especially on food consumption.
In order to improve the effectiveness
and efficiency of various social
programs such as the food stamp
program, policy-makers need to
understand the effects of transfer
payments , food stamp program , and
selected household characteristics on
food consumption.

Theoretical Framework

A demand function, derived from
the maximization of a utility function
subject to a budget constraint under
neoclassical consumer theory, can be
specified as:
Q = (J.P,X;y(D))

A previous study of the impacts of
various income sources on food
consumption was conducted by Hymans and
Shapiro (1976) . They used a panel data
from a five year period and found that
various income sources had
distinguished impacts on food
consumption for different household
groups. The magnitudes of marginal
propensity to consume food from the
food subsidy and transfer programs are
higher than those from wages and other
income sources. The evidence clearly
implies that various income-supplement
programs aimed at raising the level of
food consumption for the poor was
effective. The Hymans and Shapiro's
study examined only total food
expenditure . Since the component of
food away from home has been increasing
rapidly during the 1980's, it is
important to investigate and compare
the effects of various income sources

(1)

where Q is quantity demanded of a
commodity~ P is a vector of the prices
of all goods~ X is household income (or
total expenditure); and y{D) is a
vector of unobserved preference
parameters which are non-stochastic
functions of a vector of observed
household characteristics D. Household
income in Eq. (1) is an aggregate
amount which combines all income
components. Various income components
are considered to be homoge nous in the
neoclassical demand model.
In this study, we assume different
sources of income may affect food
consumption behavior differently. In
order to test this hypothesis, Eq. (1)
is modified and expressed as:
Q = Q(P,X,. ... X.;y(D))

(2)

= X , and X. represents i-th
~ncome source. It i~ obvious that Eq .
(2) is a more general model than Eq.
(1). Equations (1) and (2) would be
identical if various income sources
have the same impact on consumption.

~here ~X;
1Associate

Professor, Research
Institute of Business Administration,
Taiwan and Professor, Department of
Agricultural Economics and Rural
Sociology.
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For instance, if earned income and food
stamp income have identical marginal
propensity to consume for food, then
these two income components can be,
theoretically, combined together as an
aggregate income in a demand function.
One advantage of Eq . (2) is to permit
us to examine whether or not various
income sources have any differential
effect on consumption.

expenditures and income of various
sources are all converted to a weekly
basis within the month . Expenditure
variables include total food
expenditu re, food at home, and food
away from home. Income of a household
is divided into four main components:
(1) wages and salaries; (2 ) transfer
income including social security
benefits and public assistance or
welfare; (3) value of food stamps;
(4) other income including interests,
pensions, dividends, unemployment
compensation, etc. In addition,
demographic variables such as race,
region, family size and fami ly
composition are also included as
explanatory variables.

Further, we assume that Q(.) is a
linear function of observed prices (P),
income sources (X 1), and demographic
variables (D 1) . The resulting linear
model is expressed as:
Q• «

+

Ecz1P1

+

E111X1

+

Ey1D 1

(3)

Note that food expenditures in the
diary survey refer to transaction cost,
including excise and sales taxes for
goods and services acquired during the
survey reference period . The full cost
of each purchase is recorded, even
though full payment may not have been
made at the time of purchase. It is
also noted that expenditures incurred
by members of the consumer unit while
being away from home over night or
longer are excluded from the diary
s urvey .

where a 1 1 s , f3 1 1 s , and y . 1 s are
parameters to be estim~ted. Note that
Eq. (3) can be considered as a demand
function expressed in budget share or
expenditure form. Typically, prices
are assumed to be the same among
households when using the household
data in one period. However, in this
study, we can relax this assumption
because households can be identified on
a monthly basis within the survey year
of 1986. Therefore, we can account for
the effect of price variation using
monthly price data. The dependent
variable is expressed in terms of
expenditures (aggregate food, food at
home and food away from home).

The observations to be analyzed in
this study are randomly selected from
the public-use tape of the diary survey
of consumer expenditure for 1986.
Prior to the random sampling ,
households with negative before tax
income were excluded. Table 1 shows a
comparison of sample size and sample
means between the BLS survey and the
random sample selected for the study.
The random sample represents the BLS
sample very well. The sample size i s
2,198 or about 23% of the households in
the original survey. The sample mean
of total weekly food expenditure is
$62.37 per household consisting of
$38.57 for food at home and $23.80 for
food away from home. The sample mean
of total weekly income is $489.42 per
household consisting of wages and
salaries ( $370.64 ), transfer income
($35.28 ), food s tamp income ($1 .69 ) and
other income ($81.81). The transfer
income and value of food stamp
accounted for only 7 . 5% of total
household income in 1986.

Data

The basic data needed for this
study including food expenditures,
prices and demographic characteristics
of households were provided by the
Bureau of Labor Statistics (BLS).
Specifically, expenditure and
demographic data were obtained from the
BLS 1 s 1986 Consumer Expenditure Diary
Survey while the price data were the
consumer price indexes published by the
BLS. Note that all data can be
identified on a monthly basis.
Therefore, the data base is essentially
household data spread over a 12-month
period. 2
Data in the diary survey were
collected from a national probability
sample of households designed to be
representative of the national,
noninstitutional population. The diary
survey was completed by each sample
consumer unit for two consecutive one
week period. In this study, data on

Purchase vs. consumption

The neoclassical demand mode l
captures the relationship between
consumption of a commodity and
explanatory variables . Presumably
consumption of goods yie lds utility . A
major problem in demand analysis using
cross-sectional data is that we only
can observe purchases of commodities
rather than their actual consumption.

2BLS 1 s consumer expenditure survey
data are now available for the entire
period of 1980-88. I t would be
desirable to extend this study to cover
this period.
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As discussed in
several (five ) types
The one used in this
standard Tobit model
specified as :

However, the act of purchasing does not
itself yield utility . Therefore, for
an empirical study, consumption and
purchase are usually assumed to be the
same. In the case of food, one would
expect purchase to approximate real
consumption very well because unlike
clothing or other durables, food is a
relatively perishable good and it i s
needed on a daily basis. There is a
very high frequency of purchases for
food . In fact, it is reasonable to
assume that for most households most
food items are purchased on a w~ekly
basis.

z,. x,~ • llp
l':
' .

{z,,
0,

Amemiya, there are
of Tobit model.
study is the
which can be
I • 1,2,.....,11

If z,

(4)

> 0

1/Z, ~O

where ~~ i s assumed to h ave independent
normal distribution with mean zero and
variance a 2 • z. represents an index
for the right-hand side variables and
z. maybe positive or negative. In this
study,
Yl: is food expenditures while Xi
•
~s a vee or of explana tory variables
such as prices, income components and
demographic characteristics of a
household. The likelihood function of
the Tobit model is given by

In the diary survey, expenditures
were recorded during a period of one
week. If the consumer unit did not
purchase any food during that week,
there would be no food expenditures.
In our randomly selected sample, there
are 91 observations, or about 4% of
total sampl e , reported a zero-value for
total food expenditure. Furthermore,
9.3% and 22.3% of observations have
zero-level expenditure on food at home
and food away from home, respectively.
While households may spend food
expenditures for only at home
consumption or away from home
consumption, it may be surprising to
have zero expenditure for total food
consumption. However, in the diary
survey , zero food expenditures may
occur in several situations. College
students may pay their room and board
together in the beginning of each
semester. Some households may receive
meals as a form of pay. Also, some
~ouseholds may just simply did not
~ncur any food expenditures during the
survey week. There are still other
households who just did not record
their food expenditures. Since the
households with incomplete record of
food expenditures can not be easily
ide ntified and deleted, all households
with zero food expenditures remain
included in the study.

L =

II

r,.o

~( 1-~(X1 P/o)]

II o-•~ ((Y1

r,-t

-

X1 P)/o]

( 5)

where t and ¢ are the cumulative
distribution and density function
respectively; Y. = 0 denotes zero '
observations fok Y. and Y. = 1 denotes
positive observati~n for 'y • There
exist several estimation m~thods for
the standard Tobit model ( see Amemiya).
In this study, we use the Probit
Maximum Likelihood Estimator (MLE) .
Specifically, the Tobit likelihood
function (5) can be rewritten as
L •

II [l - ~(X1 f!/o)] II ~(X1 P/o)
r, • o
r,. t
II ~(X1 P/or•o- 1 ~((Y1 -X1 J!)/o ]

(6)

r,. 1

Note that the first two products
in (6) constitute the likelihood
function of a Probit model and the last
product is the likelihood function of
the truncated Tobit model. The Probit
MLE of a = p;a is obtained by
maximizing the log of the first two
products . a is a vector of the
normalized regression coefficients.
~nder ~his method, only the ratio pja
~s est~ma t ed , not p or a separatel y .
However, the normalized coefficients
can be transformed into the regression
coefficients (P) by multiplying all
normalized coefficients (a) by the
calculated standard error of estimated
regression (a) .

In this study, purchase and
consumption are assumed to be
iden~ical.
A zero-l evel expenditure is
cons~dered as temporary non-consumption
during the survey period. Therefore,
we ~ave a case of truncated dependent
var~able to deal with in estimation.

. One may gain further efficiency by
us7ng the Heckman's two-step estimator
wh1ch extends the Probit MLE. However
the improvement of the Heckman's two- '
step estimator over the Probit MLE is
unlikely to be as much as in the more
complicated Tobit models with sample
selection bias. We further note that
the Probit MLE is not consistent under
heteroscedasticity or nonnormality of
the.error term. These problems
obv~ously require further investigation

The Tobit Model
The appropriate technique for
estimating a structural model with a
limited dependent variable (i .e. nonnegative constraint) is to use the
censored regression model. This model
was firs t introduced by Tobin (1958)
and has became widely known as the '
Tobit model.
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of the estimates presented in this
paper.

'have significant and different impacts
on the expenditures of aggregate food,
food at home, and food away from home.
The only exceptions include food stamp
income in the aggregate food
expenditure equation and transfer
income in the food away from home
equation at the conventional
significant level of a = 5%. Note that
the food stamp income has a positive
impact on food at home, but a negative
impact on food away from home. This is
consistent with our expectation . As
households participate in food stamp
program, they would more likely eat at
home since they are less affordable to
eat out.

We recognize that in using Tobit
model, we essentially assume that zero
expenditure means no consumption. This
assumption is plausible for food at
home and food away from home,
separately. It is not entirely
plausible for total food expenditures
except in the case households receive
meals as a form of pay . When the zero
expenditure for total food consumption
occurred because of infrequent payment
as in the case of college students or
simply infrequent purchases for some
households, one may use the infrequency
of purchase model (IPM) developed by
Blundell and Meghir (1987). Instead of
equating purchase as consumption as in
Tobit model, the IPM works with the
expected purchase and assumes expected
purchases to be equal to expected
consumption. Even though food does not
typically fall into this category of
infrequently purchased goods, the use
of IPM merits further consideration in
view of zero observation& in the diary
survey.

The standard error of estimated
regression for expenditures on
aggregate food, food at home and food
away from home are 46 . 98, 37.93 and
31.62 , respectively. These estimated
standard errors are used to obtain the
regular regression coefficients which
can be defined as the marginal
propensity to consumer (MPC) on food.
The magnitudes of MPC for food stamp
income are the highest among four
income sources. The MPC of food stamp
income on aggregate food is 0.139 while
they are 0. 23 0 and - 0.198 for food at
home and food away from home,
respectively. The MPC's of wage
income, transfer income and other
income are relatively lower than that
of the food stamp income (ran~ing
from -0.021 to 0.059) . The R ' s for
aggregate food and food away from home
are both 0 . 19, but only 0.06 for food
at home.

Regression Results
Two versions of Eq. (3 ) are
estimated in this study . The first
version (Version I) can be viewed as
the Engel function which deals only
with the relationship between
expenditures and income (sources),
holding prices constant and
disregarding demographic variables .
The second version (Version II) is
based on the specification of a demand
function e xpressing food expenditures
as a function of food prices, inc~me
components and demographic variables .
The Tobit models for these two
specifications are estimated by the
maximum likelihood estimation (MLE)
procedure as described earlier. Under
the MLE procedure, the normalized
coefficients are estimated. For
analyzing the quantitative impacts of
explanatory variables, the original
regression coefficient not the
normalized coefficients should be used.
However, for hypothesis t esting , the
normalized coefficients are tested. As
can be seen in Eq. (6), the standard
error of estimated regression (a) can
be easily used to transform the
normalized coefficients to regression
coefficients. For measuring the
goodness of fit in the Tobit model, we
use the usual measure of R2 computed as
the squared correlation coefficient
between the actual and predicted values
of the dependent variable.

For estimating the food demand
functions in Version II, various
demographic variables such as family
size, age of household head, number of
children with age less than 18, number
of household members with age greater
than 64, race and region were included
in many preliminary regression runs.
Since many demographic variables did
not exhibit much explanatory power,
only the family size and race variables
are included in the final model. Note
that race is a dummy variable having a
value of 1.0 when the head of household
is black, and 0 otherwise . It is also
noted that the prices of other goods
and services are excluded in the model.
This is because our main objective in
this study is to test the hypothesis of
homogeneous effects of various income
sources on food expenditures rather
than the estimation of a complete
demand system for food or a system
including food. A complete demand
system a long with other goods and
services using the BLS's data was
analyzed elsewhere.

The Tobit regression results for
Version I are presented in Table 2.
Four income components are found to
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Eq. ( 4 ) . 3 The second set of
elasticities is computed for E(Y). 4
The elasticities for E(Y) are lower
because these elasticities take into
account the probability of expenditures
with a non-zero level. The results
show that wage income has the highest
and food stamp income has the lowest
elasticities of Y and E(Y ) among four
income components in all categories of
aggregate food , food at home, and food
away from home.

Table 3 reports the regression
results for Version II . The estimation
results show some interesting findings:
(1) the family size has strong positive
impacts on food expenditures as
expected; (2) the race has negative
impacts on food expenditure in all
three categories, but it is not
significant for food at home; (3) price
effects are unfortunately,
insignificant and have a wrong sign in
both the equations of food at theme and
food away from home, perhaps as a
result of limited price variation in
the data; (4) the coefficients of food
stamp income have a negative sign in
the demand function but they are
relatively insignificant for aggregate
food and food at home. This reversion
of signs after incorporating price and
demographic variables may be caused by
multicollinearity.

Table 5 shows the comparison of
the estimated MPC for aggregate food
expenditure obtained from this study
and those from previous studies. The
present study yields a lower MPC of
food stamp income than found in all
previous studies . Our estimated MPC of
total household income is within the
range of the previous estimates. Since
this study uses more recent data than
those cited, the result would imply a
decline in the MPC for food from food
stamp income. This important evidence
would reserve further study and
verification.

Comparing the results between
Versions I and II, we also found that
(1) the estimated MPC's of wage income,
t ransfer income and other income on
food expenditures are very similar
between the two versions; (2) the R2 's
improved from Version I to Version II
for aggregate food expenditures (from
0 .19 to 0.27), and food at home (from
0 . 07 to 0.20) . However, the R2 's for
food away from home remain the same
between the two versions. These
results would suggest that the
expenditure of food away from home can
be l argely expl ained by income
components while the expenditures for
aggregate food a nd food at home are
more sensitive to prices and
demographic v ariables .

conclusions
In this study, we used the recent
Consumer Expenditure Diary Survey data
base to investigate the impacts of
various income sources on the
e xpenditures of aggregate food, food a t
home, and food away from home. A Tobit
model was developed for estimating
these effects with truncated data due
3 Following

As discussed in Maddala (p.159) ,
the expected values of dependent
variable , E(Y), and the predicted
probability of the depende nt variable
with values greater than a given
limited value can be estimate d . Using
Version I, the expected value of the
expenditure for aggregate food is
computed to be $63 . 1 while it is $3 9.3
for food at home and $24.1 for food
away from home . The estimated
probabilities of expenditure greater
tha n zero are 0 . 91 for aggregate food,
0.85 for food at home and 0 . 72 for food
away from home . Similar expected
values and probabilities were obtained
in Version II.

Maddala ,

E(Z,) .

aFJz.\
x,~ and~ = ~,
ax11

The elasticity formula for the jth
explanatory variable is
X

E = ~~ .::L
x,~

4Again,

following Maddala ,

E(Y1)

•

•

~(x:~ )x,~ o~(x:p)

a nd

Finally, the impacts of various
income sources on food expenditure are
eva luated u s ing the estimated
elas ticities. Table 4 presents two
sets of estimated elasticities for four
income components based on the
estimated coefficients obtained in
Version I. The first set of
elasticities is computed for Y or Z in

The elasticity formula for the jth
expl a natory variable is
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to a zero-value for some observations
of the dependent variable in the
sample. Two versions of Tobit model,
an Engel curve and a demand function,
were estimated.
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s urvey. Documentation of public-us e
tape.

Total Income
(woel<1y)
Wago Income•

Tra nsror I ncomo"
Food Stamp

Chavas , Jean-Paul and M.L. Yeung.
(1982) Effect s of the food stamp
program on food consumption in the
s outhern United States. Southern
J ourna l of Agricultural Economics 131139.

lnCOJQ.O

Other Income'"

•xncludoa wages and aalatio e .
btncludas social socurlty payme nts and public ass i stance or
welfare .
cincludoo · i n terest payment a, cap ital gain•, pens i ons , and

unemployment componaa tion , etc.

Devaney, Barba ra and Thomas Fraker.
(1986) Cashing out food s t amps:
Impact s on food expenditures and diet
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Table z.

Table •·

Reqrossion Reeu.lts of !ngol ?unctions
(Voreion I)

Honaali zod coo tticionts

Elasticities
ot Yl

!:~timatod

Reg ression
Coefficients

uo-1 )

Incoao
Sources

racplanatory
variables
Constane
wage Incoao

Trans tor
Incoae
Food Sta•p
Inco•o
Othor
Incoao
Stftndard
Error
ot Eotimnte

Estimated Iacoae Zlaatioitiea by Income Sources
(Veraioo I)'

745.9
(19.08) 4

588.8
(15.08)

145.5
(3.7Z)

35.04

22.334

1.20
(19. 89 )

0.72
(12.20)

1.1)
(18.50)

0.059

0.070

1.26
(3.64)

1.8.
(5.31)

-0.65
(-1.81)

0.059

0.070

2.95
(8. 33)

6. 07
<•·•2)

-6.27
(-8.31)

0.139

0.230

0.80

o. 42

<• . 42 )

0.80
(8. )1)

0.037

(8.33)
46.98

)7 .93

Jl. 62

0.19

0.01

0.19

Waqes IncoDe

4.60

!stiaated tlaaticities
O! E(Yi)

Y1

YZ

Yl

Yl

YZ

Y3

0.339

0.259

0.561

0.299

0.211

O.J96

Tri!instcr
Incoae

0.033

o. 064

-o. oH

O.OJO

0.518

- 0.022

0.021

Food Stamp
Incomo

0.004

o. 010

-o. ou

o. 003

0.008

-0.010

0.021

Other Incomo

o. 049

0.0]4

0.086

0.044

0.027

0.062

0.198
0.016

•All elasticitioa are coaputod at eoaple aeans.

0.025

(0)

Table 5.

Comparieoa of Various Zatiaatoa of Marginal Propensity
to Coo.suae (HPC) tor Food

'Yl is total Cood expenditure.
itv2 ia oxponditure or food at home.
c.y) ia expenditure of food avay f ro• homo.
•rig uroa in parenthesis aro asYJaptotic t-ratios.

Ta.bla 3,

R~roaaloa Result•
(Version II)

of ?oo4 DaDan4 Punctione

Normalized coefficients
(10 . ,)

Explanatory
variables
503.8
(0.37) 4

-212..
( -0.12)

127. 72
(0 . 08)

22.43

Wago I n como

o. 96
(15.31)

o. 40
(6.54)

1. 06
(16.58)

0.05

Trans tor
Xncomo
Food Stomp
InCOIIO

1.3 4
(OJ.8 9 )

2.02
(5.82)

-0.68
(-1.88)

-4.96
(-1. 77)

-4.21
(-1.49)

-6 . 28
(-2. 07)

0.74
(7.75)

0.35
(3.62)

0.77
(7.9.)

0.03

Othor
I nco••

Prico of
Food

Price of
Food at
Hoaa
Price of
Food Avoy
froa Hoaa
Faaily Size

Raco'
standard
Error ot
Estiaato

-0.45
(0.11)

Probit

HLE

0.139

o.vaney and
Fraker

1977-71
NFCS-LI

Probit

FIHL

0.212

o. 069

(1989)'

(USDA )

Probit

PIHL

0.27

0.14

Probit

FIHL

0.21

0.16

Loqit

HLE

0.23

0.099

SUR

o. 37

0.126

N'A

OLS

0.297

0.05

NA

CLS

0.86

0.05

HA

OLS

0.347
(urban)
0,541

0.143

Puerto
Rico HFCS
Saal1wood

O.OG

0.08

- o. 02

- 0.15

-o. 20

0.01

o. 02

and Dlaylock
(1985)

Chavas and
Yeung (1982)

Wast and
Price (1976)

-16 . 92
(-1.48)

0.30

-0.53

-5.)1
( - 0 . 5J)

14.27
(1.16)

-0.22

0.45

23.41
(14.90)

29.07
(11.19)

•. 16
(2.65)

10 .43

10.19

1.31

-zaz. 99
(-3.90)

-24 4. 26
(-3.35)

-2e2. 01
(-3.63)

-12.60

-a. 56

-a. 19

44.53

3$.05

31.52

0. 27

0.20

0.19

1977-78
NFCS-LI
(USDA)
197J-7J
CES-Low

Income
Hou oe holds
in
southern
Region

0.02
8.43
(0. 74)

1977

Ineo•a

PUerto
Rico NFCS
19a4

7. 45

-o. 22

hold

1986 CESDhry
(BLS)

•• 02
O . OJ

HPC of
House -

Present
atudyc.

(1986)

0.01

HPC of
Fooc1
otaap
tncoa.e

Data aaso'

u

Y1

Constant

Eatiaation
Hotho4111

8tu4y

oovoncy and
Fraker

Regression
coofticionta

First
Stage
Participa tion
Hodel it
applica ble

1972-73

Hounohold
Survey in
Washington
Stato

Bonus, et

1968-1972

al.

P~ID

(1976)

llyaans and.

1961-1972

Shapiro

PSIO

(1970)

(nonurban)

' CES•Consum.ar Expenditure survey, UFCS-LZ•Low income supple•ont
to Nationwide Food Consumption survoy, NFCS•Nationvido Food
Consumption Survey, PSID-Panal Study ot Income Oymndcs.
"'HL£•Haxiau.:. Likelihood Estiaation, FIML-Full Intoraation Haxiaua
Likelihood, SUR•Seorainqly Unrolatod Ragresaion, CLS•Conorali%ed
Least Squares, Ots-ordinary Least Squares .
'Version I .
6rhe weighted average ot tho MPC'• ot the tour incom.e aourcos.
'Tho so esticatos wore obtained from u nweiqhtod data.
1NA•Not applicable.

(o)

'Yl lo total tood expondlturo.
''t'2 ia oxpondituro ot food at home.
cy3 i o oxpondi ture ot tood away from homo.
dFigures in paranthoeis are a syr.aptotic t -rotlos.
'Raco 1s o dui!Uly variable, raco • l tor black and raco•O tor
others.
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