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The altached copies are journal articles and studies pemining to alTordability \\hich were 

referenced a1 the June 17th affordability workshop. Please include them in the files for Project 
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Burg. Annema."i• '"Telephone Affordability Study of Selected Wyoming Residents:· Wyoming 
Public Service Commission. 

Appena1x 0-0PASTCO Subscriber Survey Description. Keeping Rural America Connected: 
Cos1S and Rates in the Competitive Era. 

llancoek., K. E., M'Oin Pay? Won' t Pay?' or Economic Principles of • AfTordability' ." Urban 
Sludiu. Vol. 30. No. / , 1993, pp. 127-145. 

Notani, Arti Sohni, "Perceptions of afTordability: Their role in predicting purchase intent and 
purchase," Journal of Economic Psychology 18, 1991, pp. 525-546. 
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T•lephone Affordabllity Study of Selected Wyoming Residents 

By 
Annemarie Bur~ 

W yoming Public Service Commwton 

ln trod11ction 

The Wyorrung Public Service Coaunl.sslon (Com
rruss1on) IS the s tate agency ruponsible for adJ:nin. 
IStenng the Wyoming T .!«eaununicadont Act of 
1995. Among other things, this Act IJ\U\cbtes 
cost-based pricing for local telephone IUVict but 
also states that: "It is the intent of this Ac:t to pro
VIde a tta.nsttio.t from rate of return regulation of a 
monopohstlC teleco.mmwucations industry to com
peti tive mark.ets and to maintain affordAble ts~en
oaJ telecommunications servKtS through the tran
sition penocl."' 

Thu study was developed to provide Wyoming 
po!Jcymakers w1th a better understanding of the 
concept of aifo rdabillty from the perspective of 
average Wyoming residents coNidering the:it local 
telephone serYI~. The findings provide theW~ 
rrung Pub!Jc Service Commission and others with 
mformallon that may assist them in the formula
non of poUcies Implementing the Wyoming Tele
communicatioN Act of 1995 and in ensuring com
pliance With the Federal TelecommunicatioN Act 
of 1996. both of which mandate competition for 
local telephone servi.ce while maintaining afford· 
able pnces. 

A direct maLl survey was chosen u the best 
method to collect the necessary information to 
detemune alford.ability for the average Wyoming 
res1dent pTUNnly. Existing prices and the~~ 
U 5 WEST hearings conducted by the Wyoming 
Public Servtee Commisston further illustrated the 
value o f the proposed awl swvey because 
aifordabLiity wues presently enjoy JOmt promi
nence 1n the crunds of coNwners. 1be JUrVey was 
linuted to ten to twelve questions to make it u euy 

1Wyom1111 TclcQ)mmiWcallonJ Act of 199S. 199S. 
l1·1 S-10'2. ~&IIWJYC intCIIL 
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u possible for the recipient to answer a.nd return. 
in turn increasing the response rate. 

Thia atudy wu developed to proV\dt Wyomma 
pollcymakcrs With a better undentandtna of 
tho concept or affordablllty from the pcnpec· 
uve of •YeraCe Wyomina realdenu con11denna 
their local ttlepbone Kf'Vi«. 

Wyomins Public: Service Commiuion 

The Commi.ssion must educate customers, resolve 
complain.ts, and ensure that the restdents of Wyo
ming have access to safe and rebable utility ser· 
vices. Under the Wyomin& TelecommW\lcatioN 
Act of 1995. the Commission IS charged wtth over· 
seeing the transill.on from rate of return regulallon 
b) the competitive provuion o f local exchange 
services. Its duty is to see to It that the change •s 
.u transparent .u possible and that the oonefits o r 
competition are puse<! "'to the stlte"s re51dents.1 

Wyomins Telecommunic~tions Act of 1995 

In 1995. the Wyoming Leg!Jiature adopted the 
Wyoming Telecommllniations Act of 1995 (W. 5. 
37·1S.101 through 37-1S.501). The Act ma.ndates 
the local ~lecommuniations mdustry 1n Wyo
rrung b) make a transtllOn from a monopohsllc to 
a more competitive paradJgm. The tntent of th.i3 
legislation. when fully implemented, is to provtde 
customers the benefits of competillon. tneludtng 
ultimately prices moderated by compellllon and 
enhanced chotce, not orLiy 1n who prov1des local 
telephorte RNice, but abo in the manner in which 
that .ervice is provided (e.g .• land line Vf. wtreless 
RNice, local dW tone otLiy vs. local service pack· 
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aged with other optional or long distance • -vices). 
The Legislature's concern in adopting this . .psla
tlon, as evidenced in the Act itself, is that local tele
phone service remain affordable to all Wyoming 
ratepayers. 

By enacting this legislation. Wyoming went di
rectly to the forefTont of nati.onal telecoznmunlca
tions policy i.nitiativ·es. As an example, in 1996, 
fully one yea.r after the passage of the Wyoming 
Act, Congress enacted the fedual Telecommunica
tions Act of 1996 wruch con tamed ma.ny require
ments simi'ar to those in the Wyoming Act. includ
ing a call for vastly relaxed regulation of local tele
phone service. Both of these pieces of legislation 
required that during this change, telephone rates 
must remain affordable. As d.iJcussed tn the FCL's 
Report and Order regarding universal service re
leased on May 8, 1997, the determination of 
affordability includes not only subscribership lev
els, but also nonrate factors such as local c.all.lng 
area_ income level, population density, and the cost 
of living and oth.er nonprice based measures of 
affordability.' 

Local exchange services, pursuant to Wyoming 
law, now must be priced so that the amount of 
revenue recovered from the sale of each 5erVice 
recovers the cost of providing that service, as mea
sured by the service's total service long-ru.n l.ncre
mental cost (TSLRlq. The Wyoming Act states 
that "No telecommunications company shall use 
revenues earned from or allocate expenses to non
competitive services to subsidiz.e services dew
mined by the commission to be subject to competi
tion.• 

In order to make the transition to competition less 
burdensome to ratepayers and to mitigate the pos
Sibility that some extremely high cost customers 
would d rop their service altogether, the Legislature 

1f~dcral CommWiicatioa Commipioa Joint a-d R.epon 
ru~d Order, Reka.ud: May I , 1997. CC Dodte! No. 96-45, 
panpapb 109. 

' Wyomin& Tel«ommWIIcalloiiJ ACI or 1995, 1995. 
)7- 1 S-403 (a). Cross· subsidies pnlll:biled; cnforc:cman. 
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wopted provisions allowing for the establishment 
of a Uruversal Service FWld as part of the Act 
This fund's purpose is tc:1 • ••• assist only those 
customers of telecoznmunications companies I~ 
cared in areas o.f this state w1th relatively high 
rates for essential services."' A monthly dwge 
applied to telephone seli'Vice subscribers will cre
ate the fund, and it will be distributed to the com
panies which provide service to customers ;\I rates 
that "exceed 130 percent of the weighted statewide 
average local exchange rate ... The fund enables 
local exchange service to remain affordable for 
customers who live in remote o r otherwise high 
cost areas by keeping their basic monthly tele-
r ~one charges down. 

7be fund enablea l·x:al exchange servt~ to 
re.m.ain affordable for cuatomer~ who live ln 
n:mote or otherwi.: 1\lall coat area• by keep
in& their be.alc monthly telephone charge• 
down. 

Survey 

According to 1990 census data; there are approxi
mately 169,000 househol~ in th.e State of Wy~ 
ming .. Whit~ the Uf of statistical methods in 
determining the appropriate sample size for the 
survey was contemplated. it was concluded that a 
statistically valid sample size, determined by way 
of accepted sampling techniques, was well beyond 
the scope of this study. At the same time, it was 
also recogniz.ed that the use of an madequate sam· 
pie size would not be repr~ntative of the larger 
body of Wyoming ratepayers, particularly in Ught 
of the fact that the average response rate for mail 

1WyotllinJ Telc<ommunlcations Act of 199~. 199,. 
37·1$-'01 (c), Univmal sc:rvke fund created; contributions; 
admirusuadoa. 

'wyomltll Tclccommunicarions Act or 1995, 199S. 
37·15·501 (d), Univmal sc:rvKe fund ctUtN: contnbutions: 
adminisuuloa. 

1See: bap://ymus.cauw.aov/cdromlloolcupii~OIII6. 



surveys IS 25 percent 1 Conversely. the use of~ 
supra adequate sample SIZe would have had sen
ous unp lications fo r the budget established for the 
proJect. Ultimately. it wu determined that~ sam
ple size o f one thousand Wyoming residents would 
be w1thJ.n the budget Uld would provide a suffi
cient number o f responses to provide meaningful 
resu lts. 

The sample was obtained by requesting~ awling 
list from a company headquartered in Flo rida. with 
the only sttpulabon beitlg that the addresRS pr<>
vided be loa ted somewhere in Wyoming. Most 
addresses were restdentW, but there is the posstlri.l
ity some business addresses were included. The 
survey qu~'ionnaires and envelopes were 
addressed to "Wyoming Resident" in order to avoid 
the possibility of new occupants of a household 
returning the survey unopened and therefore in
creas Lng the undelivenble nte. 

\'•~"len the mailing list was received. the addresses 
were divided into three regions based on the fol
lowmg criteN: 

• the first three digits in the zip code. 

• the a ties covered by the 0\eyenne 
area telephone book. and 

• the number o f addressa from each 
ci ty that were included in the aWI
Lng list. 

-

The three regions are luge enough that a sufficient 
number of responses could be expected to be re
turned from each region and the results would not 
be skewed due to stnall numbers. The regions and 
the number of surveys sent to each~ ue u 
foUows: 

• Region 1: Casper and Oouglu (319). 

'McCarthy. Jerome E. llld Wlllllm D. Paftmll Jr. Beale 
Marltt~mg ( lrw UI. Homewood, 11.: 1917). 
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• RegJon 2.: Cody, Greybull, LAnder. 
lovell. Powell, Riverton. 
Thennopolis. and Worland (283). 

• Repon 3: Cheyenne. l...ua.rnie. 
~wlins. Tomngton. and Wheat
land (394). 

The first two questions reflect an ercort to deter
rrune the subscribership level o f the saJI\Pie. U the 
respondent did not have telephone service, Ques
tion 2 was aimed ~t finding out why. Question 3 
made it pos.sible to break the re turned surveys 
itlto regions. The next question detemutled 
whether the available telephone se!Vlce ga ve the 
customer access to essential services. 
Questions 5-8 dealt With itlcome and the amount 
people would be willing to pay for local telephone 
service before It would not be an affordable ser
vice. The next thrft questions were posed to de
termine how important local telephone serviCe IS 
to custo mers and if there are any substitutes. 
Question 12let the respondents mUe any com· 
ments which they thought would be beneftclal to 
the Coti\IJ\ission.' 

Background Findinga 

Even though telephonr ue commonplace 1.11 
many households, ther .. a..re some household.s 
without local telephone serv"lce. Accordi.ng to 
some studies on such households, wtudl were 
conducted between 1993 and 1995, the pnmary 
reasons people d o not have telephone servtce 
include: 

• they had telephone service U\ the 
put, but incurred excessive toll 
charges. 

• the-y feared others would use the 
service and charge it to thell'\, and 

'For • copy o(dlc quauoos, ple&M- App ndlx B 
available 11 bllp:llptc _!'ll• .wy.WI\tkolatrordlafl Ofd_ l .hanl. 
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• they feared they would purchase 
1tems by telephone." 

Another reason that people gave for not having 
telephone service was that the mst:allallon fees and 
depostts are excessive.11 

The Federal Communications Commission. in 
adoptlng revised rules governing the administra
tion o f the fedenl Univenal Service Fund pursuant 
to the Fedenl Act. recog:ni.ud that income p!Jtys an 
important part in the affordabillty of local tm
phone service. A recent article justifies this impor
tance. According to the article, when the cost of 
basic telephone service is around 1 percent of the 
house.hold income, subscribership levels an at o r 
above 90 percent. When the cost drops below 0.7 
percent of the income, the sub5c:ribenhlp incnasa 
to 99 percent11 

The fedenl government hu several programs in 
p lace that help to keep telephone service afford
able. The primary mechanism for the distribution 
of federal support in aid of local trleph.me service 
is the federal UN versa! SeTVICe Fund (USF). At the 
time of the drafting of this report. all the rules and 
policies required to irn plement the reviHd federal 
USF were still being developed by the FCC with 
prospective unplementallon Ull998. 

UnkUp America IS a federally sponsored program 
that assiSts people in connecting to the local tm
phone network. UnkUp Ameria allows a 535.00 
discount for instaUation of local service to quallfied 
applicants. The funds for this progra.m co.me from 
the federal Universal Service Fund. 

LueiUle 1S also a program sponsored jointly by the 
federal goverrunent and putic:ipating state govern-

10S<c http://www ar colwnbia.cdulvVplpCI'IlcacmJIIm. 

" See 
hnpJiiiiWW Cff.columbla.edulvilpepcnll996wt.hlm. 

125<• 
hnpllwww bcniOn.orafl.ibntyiRccommcndl Atrord&bilicy .him 
I 
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ments (about ten states do not participate). The 
program provtdes a cUsccunt on the monthly basiC 
telephone service charge of up to 57.00, 53.50 is 
s-o~pplied from the fede.ral Universal Service Fund 
and the uther S3.50 comes from the state where 
the applla.nt reides." In Wyoming. participation 
is voluntary for all local service providers except 
US WEST. 

Results'• 

Of the 996 surveys sent out. 58 were undeliverable 
by the post office. A total o f 353 were returned 
completed pvirlg a response rate of 37.6 percent. 
Region 3 topped the three regions with 148 
returned surveys. Region 1 had 106, wlule Region 
2 had 91 completed surveys. Eight surveys we.re 
included in the statewide 5~. but were 
excluded from any one region because Question J 
wu left blank or cUd not have a aty hsted and so 
could not be clusuied. 

Most of the people re~ponding have telephone 
servia. In fact. 99 percent of those who returned 
the JUrVey have local telephone service. 11us var· 
ied between 100 percent in Region 1 and 98 per
cent in Region 2. with Region 3 reporting 99 per· 
cent. 1lw two answers gh•en most often for not 
haVUlg telephone service were that the installation 
fees/ depos1ts were too high and the bills the cus
tomer incurred were t large. The only other 
reason pven for not subscribing to local telephone 
serv\Ce wu that there wu not an office for the 
local telephone company in Cheyenne where the 
custome.r could get probleuu resolved. 

Statewide, 97 percent of the households polled do 
not receive a long cUstance charge when they caU 
hospitals, schools, and o ther essential services. 
Region 2 again had the lowest result w1th 92 per· 
cent not re«Jvirlg a toll charge. Region 1 and 3 
both had 99 percent who sltlted that they were 

11Wyomina Swu1es lmplcmcnlinalhis proaram arc 
fouod ~ w s. 37·2·30llhlouab 31·2·306. 

1' Fcx 11M numbcn and pm:m~a&cs refer 10 Appmdo C 
available 11 diC prcv!Qwly mcnuoncd web snc. 

Qwlrtv ly Bwllmn Vol 18/lo I 
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able to reach these es5ennal servtces wathout 
charge. 

Based on mcome levels, the most frequent respotUe 
to the question of what the level of monthly charge 
would be at wluch people would no longer sub
sen be to local telepho ne servic:e Is "other." implying 
sometlung greater than 540.00 per month. The 
only tncome level which wu an exception wu the 
50-15,000 level which gave $30.00 per month u 
their top response. Forty dollars wu the second 
most marked response for hoUHholds both the 
upper tneo'l\e levels (greater than $30,000) and the 
lowest tneame level (leu than $15.()()0). The 
515.001-30.000 level's second most couunon answer 
was 530.00 (see Graph 1). 

:>lot based on mcome. the l.arget percmtap of 
households questioned (36 percent) marked "other" 
agam. implying that a price of more than $40.00 
would be the highest acceptable basic monthly 
charge above wluch customers statewide would no 
longer wish to subscribe to loc:aJ telephone aervict. 
Followtng "other" wu S40.00 (20 percent) and then 
530.00 (18 percent) for the highest acceptable 
monthly charge. Region 3 followed the pattern of 
the statewide results of •other" (36 percent), 540.00 
(21 percent) and 530.00 (20 percmt). Region 1 
followed the pattern w ith "other" (46 percent) and 
'540.00 (21 percent) being the first two choices, but 
the thud c.ho1ce was SJSJ)() (20 percent). "'ther" 
(27 percent) was the first choice for Region 2 with 
530.00 (25 percent) being second. $40.00 and $25.00 
ned for third each with 16 percent. The c.huges 
and correspondmg percentages ue compared for 
each regaon and statewide in Table 1. 

Of those quesboned who budget for monthly ex· 
penses. 47 percent of the respondents In Region 1 
set aside 1 percent or lw for loa! telephone ser
vace ln Region 2. 54 percent of the respondents 
allocate 2-5 percent of their budget for thil MrVice, 
as do 47 percent in Region 3, and 44 percent over
•ll Statewide, 85 percent. or 1?9 out of 215 peopl.e 
who responded to question six (concernlng what 
percentage they budget tor loc:aJ telephone service), 
•pportion 5 percent or less of the:it monthly budget 
for thls purpose. 

Qlwltrfy BulltM Vol. 18 No. 4 
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Cc ruidertng what the consumers sa1d they cur
rently pa:' for local telephone service. the differ
ence between that amount and the level at which 
they would no longer subscnbe was calculated. 
The "other" responses were not mcluded. nor were 
current c.huges above 540.00. Statewtde. the most 
popular answer (With sixty responses) shows that 
customers are willlng to pay an addlbonal Incre
ment of S5 to $10 per mon.th for telephone service. 
Followillg (Josdy behind (wtth fiity·1Ut responses) 
was the indication that customers would be wtU· 
ing to pay up to an additional SS.OO per month for 
telephone service (see Graph 2). Regaon 2 md 
Region 3 had the ~ order for the f~nt two re
sponses. In Repon 1, up to an ilddltional S5 per 
month was the most popular response. foUowed 
by the S5 to Sl 0 i.nc:remenl 

Local telephone service Is "very important" ac
cording to the responses to Question 9. Statewide. 
83 percent thought 10, while only 2 percent be
Ueved that telephone servi.ce was "not unportant." 
A total of 100 percent of the returned SW'Veys tn 
Region 1 rated loc:aJ service u e1ther "very impor· 
tant" (84 percent) or "10mewhat unportant" (16 
percent). In Region 2. 1 percent thought that local 
service wu not important. 13 percent thought 1t 
10~hat importa"t· and 86 percent !M,Ueved it to 
be very important. u1 Region 3, only 79 percent 
rated local telephone servu:e as very unportant. A 
total of 18 percent thought 1t to be somewhat un
portant a.'\d 3 percent found it not important. 

Baaed on a.ncome levela, the moat frequent 
reaponae to the question or what the level or 
monthly char&e would be at which people 
would no lonaer aubacnbe to local telephone 
terV~CC Ia ·other; implytnl aomcuuns creatcr 
than $40.00 per rnon th. 

The A.Dipled Wyoming residents rated the impor
tance ofloc:aJ telephone se.rvice. cable television. 
Internet service, household transportation. and 
entertal.nment/recreation on a one to five scale 
with five b.tng the highest or most important. 
1lte answert were pooled and su..auned ustng a 
weighted score. Overall local telephone service 
and household tm)Sportation were nated as the 
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TABLEt 
REGIONAL AND STATIWIDE CHARGES 

BciJo=' 1 Bc&jon2 

szo 0 percent 5pe~ent 

$25 5pe=t 16~tnt 

$30 8~1 25 percent 

$)5 19 pe~«nt 10 pe~ent 

StO 22~tnt 16 pel«nl 

Othtt 46 pet«nt 'Xlpet«nt 

most important, nearly tying on a pe~entage basis 
(23.20 percent and 22.97 ~ent. respectively). 
Rounding the answen out w~ cable television 
(19.19 pe~ent), entm:.l.inment/reaution (19.07 
percent) and l.ntemet ~ (15.57 percent). The 
results are buical.ly the s.une when the regions are 
v1ewed separately. l.n Region 1, telephone M1Vice 
was first in unpo~ with 23.59 ~tof the 
responses, followed by transportation (22.14 per· 
cent), cable TV and entertainment/ recreation 
(19.31 pe~ent), and the l.nternet (15.66 pe~t). l.n 
Regions 2 and 3, transportation wu mott impor· 
tant with 23.14 percent and 23.48 pelUJ\t of the 
respo~. rn pectivtly. Loa1 Ide-phone aervn 
followed with 22.60 pet«nr and 23.24 ~t. 
respectively. Rounding out Region 2 wu enter· 
tainment/ recreation (18.83 pe~t), cable TV 
(18.22 percent), and the l.ntemet (17 .22 pelUJ\t). 
Reg10n 3 ended with cable TV (19.66 percent), en
tenauu:nent/ reaeation (19.18 percent), and 
Internet service (14.44 percent). 

Cellular telephone service, electronic mail. and the 
Internet seTVlce are not viewed u almnativa to 
local telephone service according to 64 percent of 
those surveyed statewide. However, 36 percent 
responded that one, two or tluft of theN ~ 
lOgical o ptions could be wed u an alternative. l.n 
Region 1, the results were much doter, 58 percent 
WJd they were not an alternative, while (2 percent 
believe they were a poaible option. Jtesion 2 wu 
split Wlth one-third (33 percent) responding that 

~y 8Kilth11 Vol. JIJ Ntt . • 

Bcponl Statewide 

4 pe~ent 4 pe~ent 

5 percent 9 pe~ent 

21 percent 18 percent 

14 percent 14 percent 

21 pe~ent 20 petce.nt 

35 petcent 36 percent 

they could be an option and two-thirds (67 per· 
cent) saying none of the lhrM was an optional 
SUTTOpte for local telephone semce. A toQI 68 
percent of the people responding in ReSJOn 3 said 
they were not an option wlule 32 percent said they 
were an option. 

Oven1J local ~lephone wrv~ce and household 
tr"aJUpOn&tion M:Te rated u the moat Lmpor
tant ... 

Arudysi.s 

The study's response rate of 37 6 pe~ent was 
more than 10 ~ent better than the average for 
such studiet, which could be an indicator that 
Wyoming dtl.z.ens a.re concerned with the 
afforclabillty of their local telephone servsce. 
Many d tiuns a.l5o voiCed their opiruon on Ques
tion 12. a requett for additional comments. wluch 
shows their concern about thl.s issue. 

Subecribenhip rates in Wyoming are !ugh based 
on the urller detel'ibed mpon.ses. nus may be 
an indication that the telephone rates as they 
stand currently are afford.i'ble. 

Ma.t houaehokb d o not Incur toil charget when 
they call euential services NCh as hosp1tals and 
achools. From this infonnation. one may conclude 
that. tn t:nOtt of the polled areu, the calling area is 
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suffictent as discussed by the Fed~ral Conununlca
non CoiJUI\ission in Its R~port ~d Ordtr on wu
versal service releutd May 8, 1991, although it 
may not be ideally 5iud for all buJiness transac
tions that customen w ould Uke to make &oD\ their 
hollln on a r~gulu basis. Greybull and Dougl.u 
funush int~resb.ng ~xatnples. Of th~ six surv~ya 
returned fro D\ Gr~ybull. four respondents Rid that 
they could not contact e:ssentW suvias without 
U\CU1Tlllg a chArge. Douglas, on the o ther hand. 
responded they could call essential services; but in 
the COD\D\ent S«tion. SOUle d tiz.eN ~ their 
wish to be able to call to Cuper without •Ions 
distance charge being l.tlCIUTed. 

Local telephone service is considued by IJW\Y 
Wyorrung rmdents to be essential They view It u 
a service they cannot Uve without. and they conse
quently do not want to see prias riM too hig.h. A 
subs~tial portion o( thOM who INlked "oth~r" u 
thw option on the question ~~g the znonthly 
rate at which they would no Ionge sublat"be to 
local telephone servic~ described their need for the 
service as being so great that they would pay al
most any amount. bu.t they did not want the Com
mission to conclude that rates should th~fore be 
allowed to lna~~ d.ramadcally. SoiM respon
dents included long distanc~ charges In the C\llftnt 
amount they reported for their local D\OOthly tele
phone service charges and, therefore, stated that 
their monthly charge was anyw~ from S40 to 
St OO. Therefore believed rata could go higher 
than$40. 

The second and third most common responses w 
the question about the highest rll.lll! the custoJntr 
would be Wllhng IXl pay prior to considering db
connection were S40 l&nd S30 per month. which are 
both higher than D\OSt C\llftnt monthly bulc 
charges. Abo, a.s indica~ by the amount that 
subscnbers pay now and the amount that would 
cause thtrn to disconnect their service. ~hone 
r11tes appillently have a •custu.on• of up w $10. It 
appears, thtrelore, that there iJ IOU'It room for 
upwilld D\OV~ment in the monthly local telephone 
service charge. That !It, th~ NrVey lndlcatlel that 
monthly prices could be lnc:reued. U required to 
COD\ply Wlth the WyoD\Ing Telecotnlnunlcadont 

Qullrtrrly Bulkh11 VoL II No. f 

Tclq~ltorK 11/furdal:nltty Study of Selected Wyomrng Rtsuitn tJ 

Act of 1995. and sl111 mamtam affordable rates and 
r ·~h subscnbersh.ip levels. 

The importanc~ of an i~m directly relates to 
affordabillty and a customer's wtllingness to pay 
UlCreased prices. The n10re important an atetn. is 
the D\Ore peopl~ would be willing to spend to 
have it. Based on the howeholdJ qu~tloned and 
their responses. people place local telephone ~r
vice among their top pnorities (with the question 
having ~xcluded food and lodging). Although 
four of the five i~D\S compared m Qu~non tO 
w~ ranked doKiy. household tnnsporuaon 
and local t~lephone tei'VIC~ were the to p choaces. 
This leadJ to the conclusion that people would be 
more willing w rpend theu money on thew uerns 
fint and th~ if there were any money left over, 
they would plll'daue from th~ othtr categories. 

Another factor that relata generally to afford· 
Ability is availability of subsbtum. A person will 
not pay as much for an item if there is another 
iteD\ that can be used in i ts place. as long as the 
replacemmt item fu.1lills the mtended purpose as 
well or better than th~ original o r IS pnced at a 
substantial discount when th.e pnce savings 
makes up for tnl~nor qWIUty. Currently there 1!1 
no availabl~ and ~~Uptlble alternative to local 
tdephone service, - cording to a majonty or th~ 
questioned. However, about one-third of those 
polled view new tec.hnolog1es. such as electroruc 
awl the lnttrnet and ceUulill telephone ~tvice, 
eith~r as substitum now o r as soon-to-be substl· 
tuta for local telephone tetvice. nus third may 
be willing to SWitch U local telephone service 
prices increased w • ~d at which the alterna
tives w~ more cost effective. 

Local tdcpbone eervice .. conll>dercd by 
many Wyomina ruident• to be e111enu&l. 
They view It u a lle:rVIce they cannot Uve 
without, and !My conaoquently do not want 
IX) - priote nM too hilh· 

The WyoD\Ing TelecoD\D\unlations Act of 1995 
requires that !oc;a1 telephone service In WyoD\11\g 
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beco me a competitive &nchatry with cost-bued 
pnong. This study wuconducted to examine 
affordability and how it relates to the local tele
phone serYlce industry. Its purpose i.t to better 
info rm the Wyonung Public Service Commission 
and other interested parties and to Ulist theln in 
the unplemmtation of the cost-based pridng 11\&n
dated in the 1995 Act. 

AfCordabillty is an important focus in the federil.l 
Teleco nununications Act of 1996 and further dis
cussed in the FCCs Report and Order regudins 
wuversal servtce releued on May 8, 1997, which 
the Commission must also consider bec:au:M of 
their effect on prices for local 121ephone service. 
The Report and Order InCluded subeaibenhip 
levels and the local cal.Ung area In their Ust of detu
minl.nts for alfordabUlty. Wyoming 1\lbecribership 
levt>ls are high; and, from the rt!5pONt!S gathert'd 
from the survey, it appun that they ahould mnain 
high. 

Wyoming IS predominately rural Otws are ft'W 
and far between. which meaN that local calling 
areas are !muted in siz.e. lney do allow people to 
reach local essential services, such as hospitals and 
schools. wluch is the basic requimnmtof a calling 
area. Therefore, from the standpoint of alling 
areas. Wyorrur.g's local telephone rates are cur
rently affordable. Beatae there is no pending 
acnon to shnnk calling areas. this perspective of 
affo rdabillty is not llUiy to change. 

Loca l landline telephone service i.t very important 
to the residents of Wyoming. Customas 1ft no 
comparable substitute for it at this time which 
seems to &ndicate that the subtc:ribetship levels will 
re~ru~m the same unless tht' rates go above the 
S30 00 range. If they do, some people Indicate that 
they will di.scoMect their telephone service t. 
cause the benefits of having It do not outweigh the 
cost to keep it active. 

FinaUy, concenu were expruaed about how tht 
elderly and those livirtg on find incoo~es would be 
able to afford inc.ru.ses In local telephone MrViot II 
cost-based pricing mandata increues. It IJ necn
sary for people In these poups to have local tftf
phone serv1ce U1 cue of awd.Jcal or other -sen-
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cies. The telephone also kteps solnl! elderly per· 
sons COMected to the outside world To resolve 
Jus situAtion. prevtously discussed programs, 
such c Wel.lne and LinkUp America, can help to 
maintain affordable rates for th.ese residents. 
Therefore, persons with this concern need to find 
out tf they qualify for assistance and can d o so by 
contacting their local telephone compt.ny or the 
Wyoming Department o f Family Services. 

Annemane Bur& .. cum:ntly complctm& her 
ec:nior year of underpw.duate atudy at the 
Unlwnlty ofWyomina where her major Ia 
SID&ll Buaineaa Manqr:ment. 
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c-.-oo-'7 ... to- pr t 7' 1M& 11M)'- alford to 
buy Wbilc t.t& impKt of &lfordabUity 011 c:onsumcn' puldwc 4cc:Won• 
lw arouad cooau1enblc inttrUtll1IODI m&rltctilll pn.cti!IOOtN (e.J., Hill· 
ooct, 1993; SaW and John1o11, 199S; Wltlllc, 1995), UU. imlc lias ,_lied 
liule atWIIiOll amona COtm=c mwrcbcn. Etcnoznic; theory TCCOIJII~ 
11-ta.t COUJ11111tl1, when attt:~~plioa to muimiu utility, uc Umncd by lbtit 
bud,.u. HolmN, COIIJ\UI\tl' racucb«<, l!kt Pf)Choloalau. have tn..l w 
prcdJct behavior buod JOidy oo pnf~r~~~o., o-llecdna tiM eotl or aa=licc 
el«~J~Ct lh&tllllt&ila alznoal tvUy behavior (Brodt. 1968; Meyw. 19112) 

loaphe of iu roota lo economics, marlon.!Ga doa not ahare lha ecooomisf a 
boUstio view of cooaumpdon. A rtU011 for thla IJ th&t over time mukclioa. 
apedally CODIUJllCt behavior. hu alipcd iUclf l!loro clocly with paydloloiiY 
(Leona. 1989; MltttiUMdl. 1990). TbiJ lw occumd bccaute the objectlvcs or 
marlntina hul more in commoa with ob.iel:livu o( psyd)oloay than Ltult ur 
econoD~ict, I.e., aplanadon and pndledon of individual beha\lior (Mlt!el· 
nacch, 1990), MJcrC~CCDnomict foeG~CS oo aa;repiU sum 111 price I'Vcll, to
tal prodw:1ion and conswnption (MacFaydm, 1986). On the othu hand. 
psycboloay iJ concerned with the c.xplanal)on and prt:dicdon of Individual 
bc.havlor. ~ d1lrattncu 1n the diiiCiplincs oo1 wilhiWidina. I'Qit:r imichl 
into bchlvlor of COIIfiiJl!Oll can be p.med by ln\CF&tllli psycholo&lcal and 
ICOliOIDlc aapecu (VID Raaij, 1981; Vtrballen and Pietm. 19a.; Wuotryd, 
1911). Thu approa:b waa ploneetul by Kal.ona (19'1. 197,, l9iU) lfto • 
peel thai in acldi&loa 10 ability to buy (4' illlouio w 'Q, u. •!!ie•, , 
to buy (con&\lll)tl' cxpect&UOIIt, cod4-, IJIIf illllilnot) Ia !Ill fm9onatlt 
~~ of ~IUIIIIMf CXJ*ldltun.. He examined various psycholoaical 
varlcb!a 111 addition 10 eco11on:uc "'riabltl to~ ecooomlc phel1omt11a, 
J<.aiOA&'J lliiiii1CI)I can bt Jlla!ID&Iiud U (olloM: e::ooomic: clw:l&e~ are 1 

fun=uon of conautDCT Mnl.lmcnt rather 1ruan ecoooll)ic: va.rl&blca alonr, and 
then are LDtlt\laUIII va riabltt be!WCCI! ec:o11~ admuli •""' co:ooomk 1'8· 

~"~:~~::~~~~~~~:! aod puraliiMt 
Purthuc hu ben! IXAIZI!Md frulll\llly w;thm the frame· 

wotlt by a pop\llll toc:W p&ycboloak&J thao:y. the Theory of Rca· 
aoDCd Acuoo (TRA) lFiahbdo and~. 1915). Bricfty,lha TRA pot!IJ tlut 
lha belt pccdic:lor of behavior iJ bchlsv>Oral in~entioo. lA turo. behaVIonJ i.n· 
llnrion is proclia.cd by an.il&lda co•ard tbt behavior and Nbjecti\IC oomu. 
There iJ rc&JOII to ~ that an tha 111o11kclina cootat. wt:.aw the fOQ!J 11 

• 

. . -

P OOl 

011 pndicunJ pure! 
10 CODIUmoU Tbt 
sumpuoo bohaVJOJ 
and pcrceplloUJ of 
Ill& y ha \IC l Vllf'/ I 
but thiJ may not u 
Further. a poartlvt 
lllllt •~ U ODJ. lu ll 
ror li~cr•nuo. 

Th• purpoao of • 
pm:q~dON In prec 
reacarcb in tiW ltf 
aaop 10 undentand 
ine iu role Within 1 
tiODI I\ICb 111: Can 
abo\lt that avtllal 
tudes/subjcctl~c n• 
rntcntioo? Doe• In 
bavior bctltr than 
tween all'orcSabrlll! 
puttbuo1 Wbat \, 
purchue lo\Cnt ar 
poru.n1 In predict 

Income Is aaur 
botb u ao n oet 
postulated 10 alfc 
'" rnlercll raltt 1 1 
pobcy, o I , In Ill 
apcndrtur-, uvu 
forl!latlon on fan 
Total fanrlly met 
and provlcla uph 
sure of a person's 
\QJ " uwnual" a 
mcuutt. II hal l 
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h.y WUIOI aJJcmS to 
• pv.rdlue d-=lai.oos 
ctitioGCn Ca.a .. Hall· 
Ius iu111 hu rca:lved 
~ theory tea)IJ\i&a 
arc li'Uitcct by lllllr 

OJIItl, bavt tNd 10 

. the cost or aac:dAal 
I; Mayer, 1912). 
lhanl the COOilomUt'l 

over time ~~~&rltetina, 
l$dy with pt~IOI)' 
awe the ob)ICilvu or 
cholol)' than that of 
ua1 behavior (MltteJ. 
cb u price tc.da, to
Oil the other lw!CI, 
diction of individual 
1dmg. lle&IU irulaht 
11 psycbolosicaJ &Ad 
:rs, 19~: Wameryd, 
197S, 1910) wb.o U· 

ome). tha wi!UnJIWI 
IC!It) ia l!l hnportlllt 
o&nous Pl)'dloiDJbl 
:o"= plwoomm• 
noml.c ch.aqn ll'l a 
vanabl.cs d ona, and 
uli and alOnQJ11i&: re
not only of attiruela 

s u wen. 
lly Within 1M fr~ZM· 
•. the Theory of Rea
. the TRA pot Ill thaI 
1 l llrll, bdla vioBJ in· 
nd IUb;Ktivt DOnDJ. 
.1, ~c lhc 1- !a 

A$. - 11--.1 t/ - 1'1</Moo II (1.,,1 J1Hid Ul 

on preclactina plll'Chuc, ._.billty COICIWDI abollld &leo be of JJ•t C01II:IITII 

10 COM'Imll'l. T\-. a tiiOlt I'IIIIID aa.d ~ ll'pmlmlltloo of COil• 

J' ;•Ian bebaviaf ~-- tMa llodl lltdnldla, pA..._ OX)Cindoaa. 

and petnopdw ohc 11 lie llllilia be cu # ld. for ~amplo, a ptrent 
may have a vtry positive altitude toward bu)'ina hiJ or bcr child a bicycle 
but thil may oot tnuu.latc Ill to positive •ntcot fo.r lack oC do111cial ruourtcs. 

f'llrthcr. a po••tivc Intent lo do 110 may oot tn.nlla!AI into puteb.uc for the 
Wile rca.tODI. In lhil atudy, we addr..a t!Ua p p WJtblo the conJIIIU« bchav· 

lor b ttrllllltC. 
The purpote of llUs swdy ia 10 cmpincally U&JUioa the role of atrordabillty 

pereeptioosln ptedlclloa purdwc Intent &Ad purchase. Olvcnthc scardly of 

raearcb lo. this ana. thli 11tldy 11 bat HCD u uploratory in oaturt At & tint 
11.ep in uolkntaodioachc role pla)'td by a6ordabillty paruptioos, we uam
!GC 111 role 'i'ltllln the coo.te~~t ohbc TllA vtriab!u Wt .lftlc annttn to q\ICS· 

lions sucll u: Cao perupcioos of :al!ordabdity proVll!t Ul!ormauoa over 111d 
above th.lt available from otutlldl? WhA1 Is the rdadoodup berwccn aui
wcs.'tobJCCti.,. oonm and all'ordabdity pm:epuont In intluenc:in' purchase 
lntmuonf Doc. loc:luchaa a IIIC&Iurc of aiJord&ballty pe:ceruoru predict be· 

lu!Yior bauer rhan pi'Cd>ctc.t by U.tcntioo alo11o? Wllat u aM rdatioruhip be

twua all'orclabillty ~taoru and purdlue lntlllooo In "'lluenana aerual 
plllllhue? What iJ the proccas by which all'orel•bllily pcrcept•oru 111llutnce 

purchuc iotcnt and aeruA.I purchtK? Wh.tn lUll al!ordabality perttptions 1m· 

portaat m prcdictina purdw~? 

W:ome II an itnporwu vari&bk io economics and •• cuJIIIntel •xtco&ive!y, 
botb 11 u tllopnous an4 an mdo&cnow van•blc ~Jt' an uu:orm art 
posl\ll&tecl to al'l'tct COlUIIT!IfT tpendlna and J;~VJDS, winch prompt clwlau 

ln ln tCTeSI ratc1 and olhar c<:ooo1J11c pollc:!ca. Sunll.arly, chiUIIC& Ill tcononuc 
poliq, c.J , in tuatloa ratu, all'eet conawncr UlCOIUU, which an turn a&c1 
upc:Ddlturc, a&YlJ\1. and tho uu. Muatina r«Ure:bcn rcJVIa.rly colt.a m· 
formation OD fiulli.ly lacom.c U put of OtiiiOIJ'IpbJC rrofiJCI Of bOUiti\OkU. 

.._ "-iiy .._. ~ II !lied 10 ......,mt nwbU, ~ coa~ 

.. 5 ... •r's '110111 or cbnrla ~ pt.lr::·l"' bea.crl'---

...., .. JI"OI''I Uillcy te lllq II~- w • 101.1 .......,ma 
JI:M u•-•ial" ..,.,wtt~WM. Kowevcr, u11pito of the obvaou' nu:rn of sud! a 
mauura. h hu oct bml uaod mud. P.euoOJ " "'' Ctom the mab•~tY of 
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comw:nm to rq10n lbcir cii~tioaa.ry illcome pncUcly (Ferber, 196.2), to 
the fllbjectivc naruz, of what Ia eaent.l&l IDd what ia not (KAton&, 
1975, I 980). Additionally. euy a~lablllcy of credit b&a liberated consumcn 
from dcpcndilla upon c:uh income, and, llltlcad, made apcndlna depcntlcot 
UJ)OD what tbcy p~ycholoaic:ally feel capable of tpc~~dilla (Tobin, 1972). 

Wbilc the role of puccptions of alfoni&blllty lu individual produet cbo!c::e 
bu rta:ived liuJe lrtlllbOll ill COIII\UIIU ~. tJ1cr1 iJ IOIDO ovldtJlco for 
!liD importam:o of ~NWDm' cvaluati011 of their linaoaal sltua!lon lu prc
dl.etill& COI!sumar expenditure at a more ~pte levd. Reae&."Chul lUted 
Katona'• bulo preml• and fouod tlat COII.IIIIDCf e:cpendiuue, saviJ>g llld 
cmlit 1ltt alJ.octcd by tha CODIWDCI1' ~alWIIiOII of tbclr boutehold ftnanc;iaJ 
111111tion; ill many cues ~ aubjc:ctive IV&hWioiiJ perfonn beuer than a 
l1lCUIIR of ru1 disposable incom& (c.J., Cunin. IP82; Pract alliS Yucholcn, 
1914; WDII&JN llld Dcfl'U. 1981), or a mcuure of OOIIIWDen' ~uation 
of th& ametal cc.onomie COI!dilio.n o( the llWOft (&.J .. van Raaij and Oianot· 
lCD, 1990). 

In thla atWSy, M ,.,;. llo1w JIII•'*'FiiOIII of w!MtUr c:aa. pacdva that 
htlabe Clll dord tbe product <'t DOl id\IIIICII ~ill*! I llld ~ pur· 
c:bul. Alfordabilhy peteeptiona1111 a ptyeholocJeal rnaoltenatioo of an eeo
o~ variable. Mouun~~a whether a pmon fee!J psycholoa~Qlly tapable of 
lpllldiDJ cimlmw:nu the problema iDhc'cn! 111 objec::tive mcaaurQ of income 
mcaliooed above. Fu.nher. due to ouy .-to ercdi1 e&rclJ and otller fornu 
or c:redtt, lliCh pe:ccptiona may ill fact be a more roalildc meuun: of bow 
milCh one can actually atrorcl to spend. W1lillt all'on!ability ~nomu ahoulcl 
be UDJ>Onaut iD dalaC'IIIlniDJ putchue. tilly may not be lmporwu for &11 
t)'JIM of pwcbtMt. For lnexpendve, repeal purebiUe produeu JJlte paper tow· 
ell, ~dy, and the Ukc, atrordllblllty CGDCm~Jare not important iD cktumio· 
IDa pun:bue W..C. it iJ euy to bear tile c:ost of sud\ producu. Sunply 
iDltlldi!llco buy them 6hould be Jldficicnt to Jud to !holt purdtue. nw.., 
It would appear chat tbe roll at~ Maa ... ill PR4ktio 1 p\lldluc 
Ia more lmport111t for ptodllaa lb&t 1111 Jllii .,. ... IDOlS u op~~~li ,. by 004· 
awn.t:n. F urther. aolely havlnc w ability to purchue an item dO< • not lud 
to pun:I\Ue. For pun:haac to talte plac:c, apson hJs to intend to buy the 
product and have We ability to buy II. 9imiluly, pUtCiiue mtw!Jona shoUld 
be IUOIIIIf if, \o a ddJUOIIIO IIJdiiJ tbi product, I pet'JQII b.li~Ved t Ut he/1ha 
could afford 10 buy t.b.c prodlla. On t.b.c othu band. If a pcno11 liked !he 
product, but c:ould not alford to buy It, belahe would oot have IUoos intm· 
dom to buy it. However. piii'Ch.ue iDtcntiOIII c~mpezcd to actual ,lurcbUC) 
au a purdy intcroal, payoboloJic;al pllc:ooma)oo. Sialply po·=rina tb.t alii-
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buy ctlnMr/a pre., 
the c.debrlltion ao 



lJ-J· 

• (Ferber, 1962), ro 
r IS not (K.atona, 
alw:rlrcd cooai.UIICl'l 
1pcndul1 clepaldcnl 
(Tobio, 1972). 

lual prod\ld choiee 
1 tome oMdmcc for 
ill s!ruatioa lA pre-
Rueatcl.Jn tared 

¥11\ure, savia1 and 
bouabold !D11ldal 
follll bette!' ch&ll 1 
'net ud Vlldlalal, 
llutncn' n'lluatloa 
o R u.ij aad Olacot-

• one perccivn that 
lCD I llld ICt\lll J)\lf• 

fellation or an eco· 
·loaiaJiy capable or 
II\CIIIU't1 of inooltl• 
rdJ aod other fonm 
tiC ~~~euurc or bow 
lfy CODQCTT\S should 
c amponanr for all 
ucu hb paper tow
tortanl ill deurmin· 
1 prodw:u. Stmply 
cor pu~haJ8. Thut, 
predi.clllla p111dwe 
ot expenaavc by con.
' lrero don nor lead 
o onc.nd 10 buy tbt 
1C lnleDUOD.I lhould 
bcUevtd IN t !Wabe 
a pe"oo lilt~ rho 

I have attODIIDlctl
to ICiliAl pll~bue) 

, peua&in1 the llhi-

"-I· , . .,_,, I Jo..,..lw/ ,__ lqcJwlto II (IH1J JJJ.JfO Sl! 

lity io 'affo.'d a prOduct should motlvarc one lo buy It, reCArdlcr.. of wbctbar 
tire prod11ct 11 peruived u expensive or lnczpenslve by rhe conaurncr. Fur· 
thlr, it wollld be tJpll:tal that people 111'-111 to buy 1 product bccaUM they 
lille 1&. or tip•"" ar otllln woWd Wlelll tJ.D to buy il u.d lh&t they c:u ar
WaJ lluy it 

J.J. SatfiPit 1111/J proC<tduu 

To ld.Dtlty pf0due1 cattpri• for the 11udy, a pilot acudy coruaat1111 of in· 
formal iotc~wa wu collduetod wilb Wldetlraduate tcudcnu. Tb.c t t114mta 
'lm9 ullccl to aupply a rna• or .v111ts-:wl activitlc.a uiOQai.Od with theM 
CY111U that they would normal!~ tllJIIfln tho COIIWIIIIlOiltht . To oblliD dif· 
fcRIIt levtlt of apelldtlll, aubjeclJ were ;alto ukcd ro •upply tile amo110t Ia 
doUan comapond.ina to ell(b a~vny in cad! event cauaory. On the bull 
o( these ln!ITVicwa, 'buyina a &iflldlnna for aom110ne for Valcac.in.r'a day' 
•nd 'celebradtla complcuon of rold·ttrm cuau by aolna our to dinner, a 
aportillc ovoor, or a rock CODIXrt' ICI:DMlOI were cho~ for tbe arudy The 
atlldcnta IAdlcaled lbat lbey wollld apelld betwc.:a U S and SSO for the former 
cv.at and betwecu S\0 and SlS for the tatter ev:nt 

Tbe 11\ldy 'IIU clcJc;ribcd u a rurvey bch.a eood ·c4 by 1.1-.e t.:ruveniry to 
dctcmdAc ttlldcnu' tpcndina babtu aad aetlvhiel cnaaacd 111 by them llc· 
apoudcllu wnw a dllfcnct ~tor acudi::Qu enrolled in LD W1dcrarad11ato clul 

durizla th.c winter term. Dal& wezc .:ollcclad ar two time penodl. At timt l, 
tire IIUdmta Uldlcll~ thfit attitude, aubjectlvc norm. aJ!'onhbUhy pcrccp
llOD.I, a.od pu~buc IDt.cnuon for both aa:auia.. The total number of re
apoD.ICI obtained wu IS7. At Utile 2 - t.,.o wecb latet' - behavioral self· 
reportJ were toUch~ for the mid-«.nn -.lcbral.ion and VaiC111lne·a Jll\ leA• 

oariot. AI 1!1111 l, \16 (73.9%) atudeots ruponded to both the ac:enario•. 
The rapoodtnt.t wore Jlvcn c:lau putldpauon c:redn. 

J. 2. Ql/1 I I W'IIIQ lr~ 

Arnl.al dol\&r ruaw obwntd from til& pilot &l udy wuo roa~lioned ictbo 
mfiJ~. Por uamp!A, i.otcDtioa for the Valtlltlne tccnario read " I 111\C11d to 
buy diJulet/a priiCllt [111 the raap JlS..SSO) at • V&lcnllno'a day Ji[L" For 
1~ c.labratlon tomano 11 rca4. '1 illtmd to c:clebrau the compltlloa of 



no 

mlcl·term a.ama by aoilla out to d.ln11er, a 1ponina cvcut, or a rock CO!Iccrt, 
where 1 miptl)*lcl SI0-$15." 

All the r:owuucu were: mtUW'Cd 011 7•point IC&I~ Attitudes were me&• 
owed by - !Iaiii: plcuatlllwlplc&Mnt, bonn&fintuotina, aoodlb&d, un
favorabt.ll&varablt. CllioyablelunaUo)'lble, UJCful/uaelcsl, lwmfullbannlcu. n. alpha coe!l!cl=tt for dw ICleO&rio• wwe 0,93 (Valeotlnc) ll.ld 0.91 coe• 
bnuOCI). 
Su~tlw corma were mou\lleCI 111 • J)obal fatblon. Normati,.. beliefs 

t.Dd moliva!iou to comply were u...S DOII<e>OtlJI:OIIIly ill the quotlllll· 
D&in with rapect to "most ptOpla who are l.mportant to !IlL •· Consilt=t 
with lhc T1lA, IIOI'n'&rivc bdicta were combined with motivarion.a to comply 
to obl&lo • mcuiii'D of subjoctlve norma. 

Aft'crdabWty paoepticcu were mul\lnld by thtte umu: "ll t want to, 1 
ccllld euily alford"; "Por m.t to spald"; llld "My penooal blcomc p«UUltl 
m -to aully IJ'Cd." for tba Vtlc:DtiM's day sunario, tbc nmu connnued u 
"io tha ~ O( SlS-150 C1D bll)'llll diener/a pratnt U a V&kntlllt' l d&y 
Pf\," For the mld· teml - tc:crwio, ACb Item contmued ao " SIO-Sl.S 
on oelebratioc lbe cctnplelfon of mid.tmll uanu by coin& out to dinner, a 
I portio a event, or a roc:k ooac:m. " l1tc 7-point ~" wt:re anchored by "ex· 
ue-ly likdyiatralldy w:Wkcty'', "euy/di1'6cult" , and " Jtron&)y aaroef 
IUO!IIIY diJapa;" rclpCICtivdy. The 6m two itcnu were adlptcd from AJu n 
t.Dd Maddal (1916); tbc third ttcm ""crcalld to tap tnto the alrordab1hty 
ll.ld lnccme ai]IIIC1 more cbreclty. An uplon~tory facte~r 111•lyaiJ ruultcd in 
• lio&)t f&Ctor aoluiJoo for both the toeD&nOI . The alpha coclllclcnll for 
the IU!IIIllot 1fttl 0.16 (VW!lune) Mel 0.80 (c.lcbrauon). 

l'llrch&N llltclltlaiU were IIICli1U'Cd by three rtcma for oacb auric: "I W· 
Ltlld to", " I will try to". 11\d "1 will ma.lct an dlort to''. lbc 6nt !urn wu 
andlolcd by " clc!mii.Cly dcldcfiMely do cot"; the ICCOild and third hcmt 
by •'clcfiniU)y wiJVcldll1itely will not". The alp.ba•c:odlacnu -ra 0.97 (Val· 
cnuce) &114 0.9S (c.elobratioa). 

Behavior aclf·rtporll (takcQ at tlm.o 2) ware ccdold u I tf the mponcl=t 
rcpon.<i pcnarm..- o( \h.o behavior and 0 if ahcJhe rCJIOnal the bchllVIOf 
was cot perfomed. 

4. ••lllb 
'Rcsulu arc JIYtll fint for the ValcutiDe's Jif\ICCIIa rio and then for the oal· 

cbratloa eoawio. Tbc d&la vterc lllai)'Jrd by means or biararducal RJIU· 

lion. For the predict 
tho 6rat step (modd 
in mock! I row tina 
F-ATT and AFF•S 
didtclomoua varabl 
r•ar&Mion. rNT u tl 
(model l l In the Jo 
third l ltp, the lOleta 
2 ruulun1 m modal 

4.1.1 Prldlrtlfll pwr 
TM rtlullJ perw 

Tabla I. It w.u hYf 
plamt4 "'""~be: 
prcdlcun1 putdwl 
(~ =D.4l7, p < 001 
0.39. AI cxpa:~. I 
(6 - 0287, p <001 
by raodcl l u Stl 
(F ( I, 1 ~3),. 20 00,. 
(P = 0 ~82, p < 0 o: 
the R!41 to 0 48 Th 
2 it ~anrl\.eant CF:2 

Thue rcJulu she• 
v;uiii\CC c..pluned t 

'!uw 1 
rr.wt·• l IMMbM Va.:n 

Yar" ~... Mt• 

'"' . 
ATT 04l r" 
!N a u•-

"" AFF•4TT 
An'"SH 
-:. on 

·•u -~ '· 31U•ID04 



Attitudes wen w:a
•tina. soodlbld, uo
u, hannrullbuml-. 
a tine) i.lld 0 'll ( cele-

n. Nonuativc beliefs 
-ualy in ~ q~~ntlon-
1 to me. .. Co~t 
Dti\I&UODt to comply 

:ms: "If t !Qllt to, I 
10n&J iru:omo pmuiu 
1e iteDII con liNM:d u 
u a Valcntlne'a day 
ltillued &I YSIO..S2S 
1lnc out to dluer, a 
m~by "ex.
od "stronJly aJ."'!CC 
adapted f1'0C'D Ajam 
nto the affonlabili:ty 
· analyais rG~Ultc.d ill 
lpha OOfffil:itDIJ for 
a). 
each tcmario: "I in
'. Tho first item wu 
md and Wrd items 
e:tltl Weill 0.97 (V&J-

1 I if the respondeat 
.ported the behavior 

and then !or the eel
• lucrarchical rcgn:a-

lll 

lion. For tht prccl.!ctloo of purcbue iotoDuon. A IT and SN wen: CDtllllld ill 
till ant aUp (model J). ln tbc ICCOod step, AFP wu addad to tlle pndicton 
illiQOdelliWlllt!Qa ill modd 2. In the third step, the ltlter..mon umu of AF· 
F•ATT IIIICI A.PF*SN-. mttn:d ruuhiul! in model 3. Slnao behavior is~ 
dlchotoiDOUt variable, the~!Mhavioral dltt• were analyzed by mew of lo&Ut.ie 
n:p:aalon. INT u the solo predictor of behavtor wu n~ten:d ln the line step 
(model I). In the KCOnd atep, AFP wu added resullinllti model 2. ln tbc 
third atep, tho uuaraclloo term AfF•fNT wu cutertd in predicton of m.odel 
2 n:sultilla in model J. 

4 / . VG/flllilw'1 11/1 sct~~t~rttl 

4.1.1 Prttllctb!l pwclwr lnlllll/oru 

The raWtl peminina to the prediction of pu.r11h1111 in~ntioo are J,ivco in 
Table l. It wu hypotbut=S !.hat aJford&btlity pm:epd~n• would a.dd e~x· 
pl&illed va.r1.aoce beyond that provtded by ~ttit~ and tllb)ectivr nomu 111 
prwdictlna purcluuo inial don. As can be scoo from model I, A IT 
(P • 0.437, p < 0.01) and SN <P - 0 324, p < 0.01) result.ed ln an R!~ of 
0.39. AI cxpeciCCI, the lodution of APF rcl\llted in a s•sn•6~ot coeJ!ie~ent 
(~ • 0.287, p < 0.01) and inuutcd :he .R~ to 0.46. The vuiana: apWocd 
by modo! 2 it alpliflca.ntly J~GIIr than chat olaioed by lllodel I 
(P (I, 153) • 20.00, p < 0.01). F11rt~r. the Lllc!UilOO of AF P"AIT 
(P • O.nz. p < O.OS) and AFF•SN f)= -0.439, p < 0.10) tmut raiJ~d 
the ~ to 0.48. Tbia incnuc in vattlQc:e expt.uoed by model J over model 
2 1J sl,nilicant (F(2., lSI)= 3.JJ. p < O.OS). 

These mulu •how that tht inclusion of atrordobiUty perceptions tncrcuas 
vartlll« explahled ltl tntwtion over and above that l!llplaincd by attitude and 

'T'allll l 
ProdJ•Iq ..._lloA: V&l<'ldoo'& 4111111 -· 

vw~o~o& .... 1.42 )>!) 

... , • ""' • 1111, ' • 
ATT 0.4)1"' OJOf O,)W" 0.114 0 II I 0.011 
JN 0..1)4~ II. In l),lj4- 0 I)J U20" ont 
4IP OJ I?* 0.))4 •0,010 -c.011 

Al',_ATT O.!W lUll I 

AI'I"IH ·O.o&Jt• ~011 

A!., Q.Jf OM 0.41 

'MI•~ I, loll• ....... J.ld.l~ •Moll. ., < 0 10, - , < O.DI, - , ~ 0.01, 
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111bjecuw nonnt alona. In ad4itlou, the V&rianooJ u.pwned in pun:huo inl.el1· 
tio111 Is 1\utbcr improved WMD par-. ailllul\alloo~~.Jiy poucsa: (I) a favor· 
able anltudc and the ability to alfcfd the prociuct. (2) atron& prcsaurc to 
=ply ~r~lh mLpoct&UOIII of a.i.,u&:anl otben &lid tbc ability to alford the 
product. 

To e.unun. tha APF•ATT Uld AFP"SN iaccractiona.- proaeot tha re· 
pn~~on cqiWIOn &lid the ~ from modtl 3 u llq. 0>: 

O."T • 0.493 + O.Oil Al'T' + 0.329 SN - 0.012 APf' 
+0.014AFPATT- 0.012APP'SN. (I) 

To examine the lllttue of thaa intenDI!o111 fllllher, tho l'lllfGUion analoa of 
simple Tll&in clroc:U awyail tD tn.d.ldDMI ANOVA wu conducted This i.o· 
volvu cal~·'lla the 111111&11da~ b oo6ieat or ATTISN on INT for 
'1ow" (I SO bdow), "avarap" and "hiP" (I SI> abova) lnell of AFF (Co
h.m and Cob.m, 1913: Jaa:.ard ct al., 1990). 2 The tquatiola for c:akulauoa the: 
alopc or the prcdic:w! eJfacu o( attltlldc on illlalllon at any pa.rUcgl&t value 
or a.lfordability perceprio111 11 obtained by dill"cnntiatlna l!q. (I) ~r~lh rciii'Ct 
to A TT and SN: 

61NT 
6
A TT • 8,{at A PP) • 0 082 -t 0.014 APP, (2) 

61NT '6sN .. M at A FT) • 0.329 - 0.012 APF. 

l.evcl of AFF 

... p < 0.01 

6JNT/6A TT l·valuc 

0 212 
0 286 
0 360 

4.71"' 
6.)6-
4.41"' 

61N'I'I6SN l·valuc 

0.211 
,O.IS4 
0.091 

) .96' " 
4.81"' 
2.84·-

Cl l 

TlwM rwu!U !how WI U ilafdebilllly JIII'I)CPfi.olll t-oniA lltOqi:f, a IIDII 
incnulaa aU!nld.e rmatu ID .,.act ilnpect Oll lllc.ttiolll or, the lmpt\Q of 
attitude oo p~ iatan1Pilf II rtronJitf at biJiaer IIYIII of dord.lbiUty. 

1 I,..,._ etMII.Mf.,. t\.illulOUt lhl. " ........ I~ llilfi. wlw1 tl 4,., •la 24. (lJ hf ·~-r • t .. 11A TT • J,SN • , ,Aff' • l,llt,. ATT ~ I,AF'PSH ~ ' •' • II, .. ,_,.'M .,. Cit •I 
41'1). . ......... , ... (J &JAil' I - f( .. I(J,h AFP •otlJ.)i" lCI>"'.f .. lloll'" 

A IN. 

On lho other ba.od, 
~ty pcn:epti0111 ICI 
CITO&SJD J)y lUI 1m 
rupondcou could a 
people's opinion 
Oivet~ t.b&t all'ord 

Uld abova that pro• 
What is the proce" 
tall? Would • lack 
whi~ in turn wiU I· 
1 poiitivc attitude IJ 

to b11y it ror lack of 
feet or &lfordablllty 
ccpdona b&ve a.n tJf 
To addreaa tbeu ql 
Kt~~.oy, 1986). 

To demomtrate rnu 
ralt thu: 

1. Tl'.e lndtpcnclen 
2. The independt.oo 
l Th.o mcdJator m 

PfUdtlll vambk
ao rca.rcnooo l . I 
variabla bu no 
an tettina tbo m 
ccpuont 11oce u 
tu. 

The ruulu for 01 
ehow th&l AFP 111 
(0 .511 . p < 001). It 
(0 42A, p < 0.01) II 
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tubjecti~~e norms alone. In addaloa, till vari&no. e>.pwned in pun:hasa inWI· 
lions Is fu.rtbu improved whco penoaa aimu.ltaaiOIIIIy poucu: (I) a favor
able attitude and the ability to alford w ~~ (2) suona prusurc to 
c;omply with apec:uuons of lianlfiWil otbcn &DeS the abwty to alford the 
product, 

To cnnuM the APPATT 1.11d AFP•SN int«action~, we pr61cot tha rc· 
~=$ion equation &Dd the Cltimata from model 3 11 Bq. (1): 

l'hT = 0.493 + 0.082 A 1i' + 0.329 SN- 0.012 AFf 
+0.014Aff'" Ail'- o .. 012APP'SN. (I) 

To cxan. ne the nature oC !hac intc:utloaa flllthlr, the t'Oife'IIOD l.llllOJ of 
aimpk main etrocu an41yaiJ in tnclltlDJ\11 ANOVA wu eoa4uctc4 This iJI. 
volvcs e~!CIIlarina the urut&Ddardhed b ooe~Jidcat or ATTISN on I!IIT for 
" low" ( I SO below), ••averap" ucl ''hiP" (1 SO above) ~elJ ot AfF (Co
lim aacl Cohco, 1913; JaCIQrcl et al., 1990). '"The equatiOll for caleulauaa the 
alopc of the !ftdiQcd ~ of attlllldc 011 illtallion " 1.11)1 partleulu value 
of aJfordabilit)' pe~ccpcioa.s IJ oblliDCd by dilkrauiatina E!q. (I) With n:•pc:ct 
to ATT and SN: 

UNT 
dA TT • 6, (at APP) .. 0.012 -t- 0 014 APP, (2) 

6lNT 1S'N a 61 (at AI'F) • 0.329 - 0.012 APF ()! 

~V1:l o( AFF c5JNT/6ATT 1-valuo c5JN'TI6SN t·valuc 

Lollll 0 212 471"' 0211 ) .96··· 
A venae 0286 6.36- ,O.IU 4.81'" 
H•ah 0.360 4.,41 .. 1 0.09 1 2 .••••• 

... p < 0.01 

Thne raulu allow tb.&l u .,..*Y pll'CICpfioDa bm:ll'l» ~. a wut 
,_ ill &niNde ta\llu _ill ,._... .,_ 011 i&llllltiou; Of, ~ 1111~ o( 
attuudc 00 pvcq. ialiiiBJ1111n111pr II blper LIYell of a1forclabjUty. 

t I ~~o &ltH a"buJ,..., It)' ~ ... ..._, ..... ~ . ...., . ....... .,..a., ., A"-., 24 (;2) , ., •qd\40 
r • H p,;, TT ~ I,Slf •loAI"I' • '·"""" ATT • I.AI'F'IH ~ *•' • Cit II~ .,_ (/o, o1 AYn . -.., -N '""'CJ .. AlP! . l(lool(l,l .. ;,,p -v.l .. ''""" " 11'11

• 

p 009 

If I No 

On lho other b&od, 
uty perc.epuona a:t 
cn&aioJ)y llu tm 
r~IJI(Indtnu could a 
people'& opulion. 

Olven that afford 
and above that pro• 
Wha I u tht proOJII 
tc!l7 Would 1 laok 
which Ill turn wiU l 
" po&hive attitude u 
to buy 11 for lack of 
feet of alfordability 
ccptlona bave 1.11 elf 
To a46rcu thCJe q1 
KUU~)', 1986). 

To demonatnte mec 
rate that: 
I. Tile lndtpCJ~clcn 
2. The mdepeockn• 
l. The medoator m 

pendent variable 
tn rc~nioo l . I 
variabl6 bAt no 
arc teJ tina the m 
capuon• uoce u 
tcr. 

The IUIIIU for 0 1 
abow that AFF 111 
(0 Sit. p < 0 01). It 
{0 '"lA, p < 0 01) II 
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11J·J~ 

od \o purdwc inlan· 
IJO"~u: (I) a favor· 
• nrcna prcawc to 
ability to aft'cm! the 

1, we prCK1lt the ro-
• (I)• 

(I) 

rcarewoo en1Jo1 of 
condu.ctcd. This Ill· 
TI/SN on [NT for 
I Ieveli of AFf (Co
n for c:aJculatioatl'.o 
any paruCNIU vllluc 
Eq. (I) with respect 

SN l·value 

3.96'" 
• . 81'" 
2.14••• 

(2) 

(3) 

)mO l ttODJCr , I unJI 
n: or, the impac:t or 
••Is of al'l'ordabl.llty. 
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.u ~l hwwll~t.r-I'.,......, II (JOf1) ~J14 m 
On the otbu hAnd, tl;,e reswlf for the AFF•SN ICIUl l bOtf that u aft'cm!abJ· 
lltY poro.ptlon~ pr moopr, a unh lnoreuo in tUbjoc:liva nonm nrsulu in In· 
ctUSII!i!y la.a illlpaet OD IUIITIUOU. Tbb impUe& thal cha IDOI't tbt 
~po11118o11 OOIIW .aord to lilly lhl ~~ lhllcla W'lllbttbty put 011 other 
pagpWa opmoo. 

Givt~~ tb.at aJI'ordabWcy pctccpllona WI Cltpl&ID variation i1111111:11tion ov:r 
aDd above that provided by attiNC!t. 0111 quat10111till a.1l to be lddm•od: 
Wbat II the proccN by lllhicb alrordabibty ptt~on• Impact purcbue In· 
!cot? Would I lack or ftnancill IUOUlW rttuh in a luw po11tivo attitude, 
wblcb in tum wllJ ltad to pOOr purchuc lnctnllo» or, could a penon have 
a politlve &nitudo toward buyioaa produa wrhilc at the aamc time net iotend 
to buy It for W:k or flnanc:ialreso\IIQ:t7 Tbatil, doca attlt\ldc mediate the ef· 
fca of aJI'ordabilitY ~ona on putebue tnteotico or do a«ordablllty per· 
atpUotU haw: an effect 01\ purcl.\uG UltcDUOO tbat it mdcpc1ldeut of attitude? 
To addruathe&e qucatloo1, 1 mediation analyail wu conducted (Baron llld 
Keuay. 1986). 

~(=-~ 
AFF INT 

(indc'pcndm varllblt) (depcndlllll variable) 

To dcmOIISU&lii!Mdlatioo, W1 e:cd to conduct tluu rcatest•ont and demou· 
rate that· 
t. Tbl ~ vartablc (AFF) ~ucnca the mediator (ATJ1. 
2. Tbalndapcndent variable (AFF) lnftuencc.s the dependent vari~blo (I NT) . 
3. The INidiator 1A1111enou the dependent variable Thr irnpa.ct of tht inck· 

pendto1 variable on cha ~pc!l.dc:nt vanablc rnwt be laJ compared to Ill&! 
io rqfCUIOD 2.. Pcrf'CCI media tion II dc:mollltr&ud whCD the inckpc11dalt 
variab~ hAJ no ttfccl whco 1~ mediator I• wntrolled (or. Note that wo 
are WUIII the medJatln1 roJa of ltdtude &Dd DOl tbll Of alfordabilit)' per• 
Olptio111 aillcc u per the TRA wre u oo theorell.CII rationale fer tlalat· 
tcr 

Tblruullt for our medlallOO aoalysiJ arc Jjven in Tabl& 2. ThCIC n-swu 
allow tbat AFP ai&rnficeatly a.1r.eet1 both ATT (0 .. 9, p<OOI) IDd rNT 
(O,jll , , < 0 01). In addition. tha ua of th.c rearuaton c:o~t'lidcnt for AFF 
(0.424, p < 0.01 ) I• reducad a bit wbco tho ctfoct of ATT IJ controlled for. 
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Tabltl 
Tunt~~lor ' "'"ell " 1 ~"''"' O(lllt o!.'•te.~DI!!u' ....-Jou-p~.- lo1<11o ""'"•n.olllp Volco\ornot 
tty llfo ...,.om. 

AFF ~-.. ,_l id-A1T 
A,IO Ul-1 ~ .. II'IT 

1 
l 
l ATT {Ull"''O....,_ fliT w ftllllii'IUI'- IrA lalw,... 

ol Af1 IO.I :W'') .., I tiT 

Th• P CDdllciont d.rope from O.S81 iD the aecond n:sreuion eqU&Lion to 0.42.4 
iD the IAitd eq\llllon. nu l8lplile UII&IUIJW ocly IIWJinaiiY meciiaua!M 
.,_. olllor6abilil7 "*oepll- oo JIII"Chhll W.t, w! that ~orclablliiY 
pawpli- t.... a ditiGt 1M 1Qolt.rn1•t in!1111101 011 putdwt iDtan. 

4. U . /'r'dicti"' amml purcluut 
Of t.be II~ lllbjeets avaiJ&blc r.t time 2, 7l (61.6%) reported golnJ out 1D 

dilmcr or baviq bought a prr.4Ct for aollleO!It- Tbc rnulu pcnalnfna to 
th• prldi~on l1f purdlue are ci'ICII in Tllbt ... 3. lo locit aMlyliJ. tho sip~ it· 
IC&IICC of . Itt or lc indepcudoot variables iJ d~tumlned by • Ukelihood·tl tiO 
(LR) wt. The LR test Is the c:owucrp&n of the F·toa\ iD analysis of variance 
or rcp~uion analysil. ThiJ involve~ compulill& ao LR ll&tiJtie u follows. 
F11tt. tbe model tl oatimlted by conatraiainc r.od not conatrainin10 tlle imp"t 
of li-e an or k iadependant variables to uro. Thm. correapondin' lcc-Ukcli· 
hood (U.) ~•klcs denoted u L, and L1. the l.R. ataustic is computed at 
2{Lz- L l). Thil Stltistit is r dlatrfouted with k degree~ of freedom. ll wu U • 

Table l 
,..,.,ICIIOI II<IM'Ior VoiOIIIiDc'o .. y l in I<Callo 

""'"'*" lol l Ml Ml 

ll'O' om- n.r.u·· -ii.Oil 

""' Q.$• ..Oi ll 
"""ll'IT o.cm· 
Lot-llqjillood tU.l ·IO'US · 104 10 .u .. 
, ,a&rJwii/IJI1 

''".POft'OD C.OJ'NCI o.m 0 109 om 
c,.. 01JO 0 SJO 0 3)0 

C- OA)O 0 6)0 0.6)0 

., < 0.10; .. , < 0.0!; •• , < 0.01. 

petted that a!fordabl 
predicted by purchu 
(J "" 0.099, p < 0 10' 
alone (x1(1)"' 7 l . p 
P INT !P ,., 0 021. 
(r (2) • I B 22, p < C 

The •icmfttant Af 
both purdl&K lu~at 
tunata of model 3 f: 
pu~a~e at vu ious 
tionslup botwoca pu 
of purchau lntenbOI 
ThUJ . anordablllty p 
latlonshlp. 

~vel of AFF 

• .. p < O.ot . 

While the LR tell 
model, the predicuv 
cllctJvo performance 
a blcs dJI(rimuuue a 
non·plln:hascrs. Us• 
1\cation) eltert.ase w 
Wll no~d. The pro 
portional chan« c• 
(Momton, 1969) 
tho three modeiJ et 
of the cues, model 
the c,.. mnd the c., 
rcctly clU11fYIDI pi 

Qiven that prtdi 
measure or r.ll'or11al 
lily pen:cptlont lntl 

o I • . .. 
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ion cq~&&tion to 0.424 
.rJinally mediates the 
llld tbat all'ordabiliry 
. pllrclwc iD!el)t. ' 

cponed JOin& out to 
rtt\llll ptt1ainin1 to 
1 analysts, tbc dJllif· 
by a likelihood-ratio 

t analy&i.s of vuiance 
• stallati~ u follows 
nsttainint the impact 
:esponclint Joa-likdi
JJtic Is computocl u 
•f freedom. It wu OX· 

"'') Oil 
"'').J U 

OGll" 

- fJ,60 

UJJ 
OJ)O 
UJO 
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.c.S llo•••ll Jo-..1 •fir-..: ,,,.._"'q II I ••• ' I J1J- J4 Ill 

petted !hat atrordabWty pc:rcepcioru wouJd pllldttl behAvior bc•tcr tban that 
predlcled by purchue intention alone. Consistent With thls o•pec~i!oo. AFF 
CP • 0.099, p < 0.10) predicted pulthue better than the modtl with !NT 
alone (t( l) ~ 7.3, p < 0.01). lo ;ddinon, u expected, lllc inchiJion or Af. 
P•tNT (~ • om1, p < O.OS) Nrthe-r improved the 6t of the model 
(l2(l) • IS 22, p < 0.01). 

TM •lpi6caot APP"INT tmn impli" th11t purchase: i& the ttroo&eat wben 
both p~ intent and atrotdabilil)' ar- ttroog. Ba.std on the: rclfCNlCn u· 
llm.tea of model 3 from Table l, WI pruentthc clfe<:t of purcbNc h>tent on 
purc:llaM at variow ltvcb of atrordabilhy .. TMsc: rctultJ show that tilt rel.l
tiotuhip tJm.cc:n purc:luan. in~CntiooJ and purchase: il such thll tbolampact 
of purchaaa intention on purchue iJ stronpr at rusher Je,elt of Ul'oniabwly. 
Thu•, alfotdability pen:apuora modcrat6 the purchase iottntion-putc.ha.s6 rc· 
lationthlp. 

~lofAFF 6PUlV~rNT I·VIIUC 

Low 0.112 J.SO"' 
A wrap 0.2l3 8.26'" 
Hiah 0.33-4 7.42"" 

... p <0.01. 

While the LR tell prOYidCI cvid.n;c ror dotcnpllve performance of the 
model, the predictive pcrfol'n\oUic. of th~ model wu also ~uatcd. The pre· 
dictlw pcrformaau of 1M model lndlutaJ how weU tbf todcpendent vari
ablu cliecrimioata amooa the two croups, namely the purchuen ve-rsu1 the 
nan·purchaactl. Uatna catimatu from t.l:lc !opt mod.:l, a datcriminant (clani· 
Bcallan) c:xcrc!w wu pcrfol"nntd and the proporuon o( correct predicuons 
w.u t1Dtc4. 1'b.c ptoportion of corrcc:t prcdicttans wt.t compared 10 the pro· 
port!oul dJaJIQI cmerion, C,,. and the mu amum chance cntcrion. c., .. 
(Morrilon. 1969). Tablo $ providCJ CVldcna far the predkuve abahty of 
1M tM:e modclJ mimatcd. Model I corroc:tly prcdicttd behavaor m 1?.3% 
of lhc casa, moclcJ 2 in 80 9'Y· and moclcJ 3 in Bl .l %. All modcb exccccled 
the C,.. &Ad 1M C.,.., eritmon. However, model 3 perfonncd the bnl by cor
ree~y clauiiY!nJ purchucl'l and ooo·purdlasrrl in 81 .3¥c or the cues. 

Olvm that prcdlclion of actual piUdluc can be r:nhanc:cd by indudi.oa • 
UIIUUJC of alfotdabiUty ~tons, wh-' Is tho r:roccll by wbich a/l'ordabi· 
liry puc:eptlons iniiiiUICe actual piUChaiiC? Would" tack or nnane~lll ~ourcu 
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T- & 
Tn<ratorpo:U.. oo:on- PI-~-ollllaa~.....,pvfdlutrdos-...,_ V•'-*• ••• pi\ 

"""'"" 
CoN-

I 
I 
) 

ATf IQJI I''1 .._ IWT 
""(ll.l t i-) .. _PU1 
II'IT (D.lOJ-l Ills-..- P\IR U4ID&J'IIaalllo- 11>o o•C.-co 
.rAn (O,O,~) .. l'VR 

led to poor purchase illtmtioDJ, whidllolUTII lead 10 a aon-pvrc:hase7 Thai 
il, wo..Jd a percepdon that yo11 c:IADOI alford apr~ haw iu e!ecl oo ac
nlll pllldwe throup pool' purdwa IIIIRUOCII 01, e&D aJfordablbty pu"p
tiOCU a6ca &rnl&l purdluc dirlclly? Mcdiadoo anai,.U was condiiCic4 to 
1111- !his quettloo, lbc rcrulll of whidl are llw.o In Table 4. The rcsulu 
lhow that APF Ul.lllllllCCS bolh tNT (0.511, p < 0.01) and PUR 
(0.191, p < 0.01). l r~ addition. the ~ll'ect of APF (0.099, p < 0.05) ''reduced 
when the effect or INT il co a trolled for. 'J'h( ~ coodlldtnt for 1\.FP drop~ from 
0.191 in the MCODd regmaion IQili-UoD IO O,®q ill !.he third. n.. ~~~ 
~ tlllt pGICllul ill IIIII II= cm.ly III.IIFWIY lllldia* the dlecl ol a6ordabi
lh1 JII'c:ep0oo 011 putclw&, aDd IA&lafonlability ~ haye a4lrlct, 
Uldtpaidenl Ulftllellct 011 ~ ~-

4 1 I l-ttdkr171f pwtlvur lllltriiiDM 

The rctults for prcdlet1011 of purdwc In lin tiona ere pv~ In Table S. II 
wu hypothniz.ocl that the illdlllion of alfordabUity pcrccptio!IJ would add 
expl;ained vananco over and abo\le that provided by 11tinuu ~od tubjeetJve 
nonn1 ia prlldlc;tinJ lnw ulouo. AI can be eeen from model 1. A TI 
(1 "' 0.611. p < 0 01) and SN (J • 0.111, p < 0 Oj) tmlltcd In 111 R~ o( 

0.48. The incJuJion O( Af'F (m.odeJ 2) ruuJted Ul I sigruf!CIJII clfcct 

Cl • 0 .226, p < 0.01) IDd ltJI:tA.Ied the Jt:., 10 O.Sl. The VU~&~~Ce rxplailled 
by modd 2 ia •aoificutly puUt clWI ~~ npluned by modd I 
(f(l, I Sl) • ll .ll, p < 0.01). Further, 11 c:aA be 1CC11 Ul modd 3, th' inclu· 
non of the mlutetloa llrnu APF"AlT (J • 0.170, p < O.OS) an4 AFP•SN 
(I- -o.~. p < o.OS) NCU!ttd in an~ o(0.5S. Tbt: variance uplaiaed by 
model 3 is ai.,uticanlly Jl'e&ler lh&D ~~ explained by model 2 
CF(l . 151) • 5.11, p < 0.01). Thcg rerulll roz predictia1 illtentions for !.he 

.c.S. I 

Vori~Hoo Ml 

.... , 
An 0611• 
Sl'l O.U I" 

"" """""" """IS 
A' .. 0 &1 

' I' < 0 10; ~, < 0 Cl, - , 

cclebratioJl ICiaiiZ 

found tbat pcroep 
tiOIU over and abo 
oonally, vuianu 
snnullanaowly pc 
ability 10 alford 1 

the ability to alJo· 

. .. p < 0.01. 

aucd on the 1'1 
for rM APP"Ai 
preuntcd ~low, 
IIOnlll and inlaDIJ 
lhl p bccwan altlt 
lUIUOI» il tU'Oll. 

JUbJ"tivc aorau 
on inteatio111 11 • 

A sin lho eaao 1 

ed 10 de1orminc ,. 
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r able 4, The raults 
: 0 01) and PUR 
p < 0 05) iJ rcdUCid 
for AFf dtopt from 
third. Tb- ret~• I ~ 

IC eftCct of aJI'ordabi• 
puons llavc a direct, 

aiveo an Tilble S. It 
~110M would a4d 
JfUde 11111 JllbJectiVI 
>m modd 1, ATI 
1\lltod 1n 1111 JtlW,l of 
a 11J111fica Ill el!'ott 

e varl&llc:a cxpllllned 
tained by model 1 
J model 3, the lndu· 
: O.OS) &Dd AFF•S:-1 
a.riancc Qpi&Wd by 
•intd by 11\Ddtl 2 
'S in1c1mons for the 
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lid.- • M.- • ""' • 
ATT Otu ...-• Uti OJl .... O<JI 0,111 Q. l l.< 

IN 0 111• 00'1t U l"' OAII OMO' OJU 

AIF D1U- 0 l)f -4 )(11 -om 
AFF•ATT 0 1'10· OlnO 

AF,..l/'1 -4 MI" -o.ou 
..... .... OS! 0 . .11 

., c 0 10; ., c: 0 OS, -. c 0 01 

celcbtaUoll ICIIIIUio att parallel to chose for the VtiCitiru'e 10%11arlo. lt wu 

found th.U perc:cptio111 of atrordaballty iDcmuc vartai\CII ~plaincd In ~ntcn· 

!.ions over and abova thu n plaioed by altitude and sub)cctaw: oorme. Addi· 

tionally, v~ &lq)lalned In intcnlioll.l wu f1111U: ioc:ru~ed a( aubjcc:ts 

aitnllltanaouely pcHJQKd (I) a potiun actitlldc toward co!ebraunallll1 w 
tbllicy 10 alford the c:elebrauon, and (2) aoc:ial prentuu 10 celebrate and 

tho ab1llty to •lford the cdl:bratioa.. 

Lcv~:l of AFF 61N'l'/6A 11' r·vallle 61NT'~SN f•V&J\Ie 

Low 0.)60 9.13"' 0136 ) .)4"' 

Avuac• o ... S4 sa 96-· 0.0?6 liS'" 

Hiah 0.544 14.70'u O.OIS 0.49 

·- p < 001. 

Baaed on the rcpe1110o t11i111a1u of model l from Tlblc S, simple clfccu 

(or lbe A.Ff'• A TT ID4 AFPSN 1niUKI.ioDJ were calculated. Tbese rulllu. 

prwco~ below, abo" that the relationship MWma anitll4e/subj«t;-.e 

ooruu aod intentlonJ is moderaiOd by a lfordab11ity pe:raption~. The rcl&uon· 

drip bctwcm acull!CM and in~tiODJ ia eucll thal lbt imp&et <>f tlll!Udc on tn· 

tCitiOIII ia IUODpl' &llua)liT lcvdl o( alfonl#.bility. Tbt rei&UOtlllup beN-teD 

sllbjaltlvc llOnN ID4 lotCibODJ ia tiiCh lbat lbc 1mpact or tubjcctivc norm• 

011 intaotiODJ il YoUker 11 bia)lcr lcveb of a6or1Ub\bty pcrc:aptions. 

Aa In the 1:111 of the Valmlulc's Kt:nlrio, 01ediatJon aQ&lysls wu cooducl· 

cd to cletc;nnlu .,.,beth., alflltdtbility peraptloNt lntl11cnCI pllrchut lntcouon 
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""(O lW'J lmlli- 4TT 
A.n (0 ... "") •1- INT 

I 
) 

I ATT (O.m -J -111'1' ... _....., --U1t totO:"" IU»-J- IHf 

thtoup atti~ or wllottMt lbay alfoct It dlnctly. 1bc IU\IIu o( thil analyw 
arc a!WD ill Table 6. ,_. r•\1111 llhow tbal AFP IAA\IaiCI:I both A TT 
(0.298, p < 0,05) alld fNT (0.426, p < 0.01). Ill ~iliOD the dfcd of AFP 
(0.259, p < 0.01) on INT ia roduced when A 1T it c.onttolled Cor. Tb* rt· 
l\llu show tb&t attitude only m&rabWiy mcdi&\a the lft"ect or &lfonl&bllity 
pcn:ep\lont 011 ~ iutmlloa; 11211&14. &ft'ord.abiUIY pcrccptioDJ have 1 
dlcw cJfec:t on purchase Intention that II toclcpcDdoot of attirll4c. 

0 .}. l'rtdlctlltf 11Cn.4J p111cJwt 
Out of lh.c 116 rupondmau &vaUiblc at lime l, 37 (31.9%) rqxmod (C)e

bratmalhc comp1ellon of mic!·torm nama by Joins ovlto dinner, a tportica 
event, or a rock co.ll.c:crt Slnoe thl rapondf!lu percel\'td the celebration IOC· 
n&rio u 1110rc euily a6ordablc lban thl V&lcnline'o <CG&no 
(/ • S.SS, p < 0.01), we eould a.pcl lbat &ft'ordabdllty pcn:eptloru wollld 
ool play a liplftc&at role iD prtdlcdDc putOb&M for lbiJ JCt!Wio. The ret\1111 
for the prcdic:-.ion of bchavtor arc Ji\llln iD Table 7. Por the celebration sce-

INT 
AlP 
,_,..lifT 

l.ot·-(SJ.) ,.., ........ , ,.,_, .... " .. 
c... 
c.... 
., < 0 10. -, <OM.-,< 0.111. 

---···--

Olt)-

· 121 I) 

.,., Ml 

0.111- IWJ 
~ OAW 

0001 

· 11lol4 · 17614 

0.'104 0.'104 
ouo a.11D 
OMO 0.610 

.. s . 
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Level of AFP 

Low 
Averaae 
Hlab 
'" p < 0.01 

Allboush we did 
"aunple elf~t" 11 
chue iJ lfC&Itr at 
of tho ccltbratlor 
alfordLotlily peret 

Table 7 prov1dc 
t.tml'ed. ll Ct./1 be 
oon·pun:hutu u 
t iOIIS CJLa:ed both 
Ull ptrczpllOOJ C 
predicted b) LOiet 

As in the CIUC C 

ed w dcte:nunc U 
Ill purdluc The 
that AFF alrecu 
~d1tion. the affec 

Ta lolc I 
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dltaCIOI .C.OataO 

CoadiUoo 

I 
J 
I 

All' 
411 
INT 

•1 < 0 10 . .. ,<OOJ. ,. 
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ulu of lh!J lli&!Yli• 
lu- baCh A'M' 
!he el!'ect of APP 

>lied for. Tllca ~ 
eet or &lrordabitil) 

P'~IUbnca 
attit11de. 

. 9"h) reported celc· 
1 dinoer, a sport.lns 
Che cclebratlon ~· 
ltnd11e's Xftl&rio 
perceptions would 
:cnltlo. The rquJu 
!he celebration ICC· 

0 IU 
om 
0001 

- l l6 ZA 

Ut 

nuio, the &.cSdltion of APF (m~ll) an4 AFP•IJIIT (modtll) did not pre· 

diet beMvlor better lhao that prodkled by INT alone. 

B&Md on,.~ ntlmates ofmodel3 from Table 7, the imp&.Ct of pur· 

ch&Je llltantioo on putdlue at various ltvell of ~lfordlbllity pereoptio111 wu 

c:alculated and is l.bowD below. 

Lcvtl of APP 6PlTRI61Nr l·\111u~ 

Low 0,117 2.91-

Avcrap ,0.111 3W" 

Kiah 0.116 2.91'" 

P ' p < 0 01 , 

Alehou&h we dad aot llAd a IIJIIibnt otrea for Chc AFF•rNT ICI'm, tb.e 

''simplt clfceu" were liJ!Iificant. Tbc impact of pun:b&Je lnunuoo on pw· 

c:huc is llfCIIIa' at hlib.er Ieveli of a.fl'ordlbility puceptioiU Thill, in tbt Cllt 

or lhc cclcbfatio- -.rio, '" ftDd weak auppol't foe our hypotb.etiJ thll 

a.fl'ordlbUi.ty perccptlooa ma<Wate the pun:h&u lllloent-purchau Unlc . 

Table 7 proWSca m~ for tb.e prediCtive abibl) or l.be threo modch OS· 

liu!Jttd. 11 cu be .at that all three rnodds COtn:\.'tly clwiAcd purch.ucr and 

non·purchiiUrl 1D 10.4Y• of lbc cast~ . The proponion of correct clanllica· 

11001 c~r::d boda tbc C,... &Ad c ... critcnoa Thill, u Wll u pcc.t.t4, includ· 

ina pcrcepuona of aJrordlbility cti.d cot pn:d~t behavior bcuer Chan Ch.u 

predicud by IJII.altion aloot.. 
Aa lo tb.e caac of !he Vak:ntlo.c'a~t:e~~ario, medi .. tinn analytilwu cooduct· 

r::d to ~lne tb.e proccu by wbidl aft'onlabllny pcratpUcnu u t11et ~ttu· 

aJ purd\ua. Thl rcsultJ for tbia an&lytis are l)ivcn in Table 8. It CUI be .ecn 

that APF aktt boeh INT (Q..426, p <; 0.01) and PUR (0.098. p < O.OS). In 

lddttioo, thl aft'~ of APP (0.052, IU) on PUR is reduetd to ooo·t.lp lftcancc 

T-1 
T .... t r .. ~,.....-- .. •-rollllt ... ~Jif~ .. -Wp.<,.. 

...... -an. 

I , 
I 

A.11 IUW"'I -!NT 
,.,.., cu•·>w- ~• 
IWT (!1.111'1 - PU1t _. ....._ !&. - ..... o( ""r (0.0"-ol .. ~~~ 

--------------......... 
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wbca L'IT is coo!loUed for. ThRo rulllta show that in the c:uc of tbu sccmar
io wbicb ~~~~ ~tvcd u more eaa!ly lllford&ble by the Ample, the etrcc:t of 
&tloniabi\ily puasption~ oo actll&l p\IIObuo 11111 completely o:tcc1i&l.ed by pur· 
t:lue iDtention. 

S. D'"-ion 

TbiiJt\ldy eurruned tile rok played by perccptioru of atrordabll!ty m prc
dictlAJ purclwc mttnt and purchue. TWO tcalllrloa varyjna In apenttvencu 
wens eumined. At upected, ))oth exhibited parallel re.aulta for the pre4ietioll 
of pur-cbue illteotio11 but diu imllar fot ptedlct!on of "blal pun:huc. Fim 
we dilclw !he ruulta pcrWnlna 10 plltClwc iuteotion and then thote pcrtllio
lna to pu~ao. ThU II foUowcd by a dixuaaion of lilllitat.ioPJ tuul auues
tloru for fururc ""ean:h and impUcatlona for practice. 

S.J. lmpMI of 4ffotdllbUiry ,_pli()IIJ 011 Jill'~ iiiWIIWII 

In prcdictiaa mtentiOQJ for both !Ia ICC!IariOJ, it wu found Lhlt pcrc:<>p
tiona of atrordability c:xplaillcd more variance than attltudu and rubjectivc 
nonns alone. This Implies th.lt ~des poaacuina a pcuibvc attitude and to
d al pre~:um to pc.rform the beb1v!or, perception• of whether one feuls bel 
lhc can doni the ptod\IC1 aplalnt aiJIIilh:andy more vuianc:c in tntcobnn. 
Tbw. the etrec;t or atfC\rdabllily pcn:eptloiU on pun:lwc: intntions il DOt cap
tured by attJilldo, or aubJ«tivc normt. More lmporunlly, it sbowad tbtl tbc 
~latiOPJhlp amonpt attitllde, subjacuw norma, inteouon, and a/fordablhty 
iJ more complex than implltd by simpk malo clli:oeu. 9pccillc&lly, it 'I'U 

found that the attitude-purc:bue i.nte:ntioo and rubjl!Ctlvc nonn-purchuc ID· 

lCDUOQ ~\atlonshlpt &R modcnted by pcrccpfiolll o( atrordabilit)' It \"II 
found thll poueuina allllultancou.aly t.oth a potluvc attitude tow~rd6 pcr
ronniog the bchayjQT lliG llrODJ aJI'orciabiJ)ty pcn;cptioPJ ir:acU to the l tlODil• 
nt intcnnoiU. AJ perceptions of atrord•bility were foUDd 10 get monaer. the 
impact of a. poJitivc attitwh on illtmUOll bccuDe ltr011JII. Tlus 11 evtdent 
from rbe model that best fit r.h.e data, oatnlly, model l The raults from lhll 
modll •bowed that a po•icive altitude, or Jtrooa perception• of aft'ordabwry 
wc.rc not 1u!fieicnt by themalvea to lllllu.mcc lnu:ntiODJ, but in comblnauon 
tbo,y had a sttooa tnftu.t~~cc 011 it. That it, the dfiCt of attil\ldc and atrordabi· 
llty pcrccptiont on purchase iDtonr.looJII belt oxplalllecS by their Interaction. 

p 017 
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rhcr one full hcl 
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and aJ!'ord&bility 
IOC!&a.Uy, It wu 
>f'I'D-1)ureU.Ic
' rclability. It lVII 

liCit IOW&rcll per• 
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)4 1 

{I wu alto l'ol.ll'ld for both teenarios, that posteUins slmultanooualy bol.b 

SOCial prusum ID buy a product t.nd t trongal!'ordab!Ury pcra:puons lea.d& to 

mona U.tadoo.t Ho_..w, whm the tefpond~u pm:!Ciwd they could cully 

ai!Ord 1o CDIIIC 1n tbe bdlavior, aubjCC~Ci\'11 norma had a weU:cc mftw:nu on 

mt011tloo 10 OIIPI* in l.boa behaviors compt.m110 when !hey felt t.'lcy could 

oot atrord to do so. 'Ibat il, the rcapoodcnta eared leas about othu people's 

opinion when !hey could dord 10 buy a Iii\ for Valenunc'a day or JO out to 

«J.bnte. 1'bls it u tDI.r1UUnl Cndina bcaiiMI h abow& tb&t In predicting 

purc:lwalntau. pereapcioru of aft'or~bility corob!M dll!'rrca.lly wuh pctiOD· 

aJ evallllatioo ol a pun:buc 11 rdlectecl ln attitude and da~tly wnb social 

pre.swn:s u ~ m wbp:tivc norms · 
Our lludy Ills? dallonattalod the process by whleb atrordabiUry pcrecp

tioDI iD.Sucnce purdwc iniCDt. b tba c!Yea of alrordabihty pen:eptioru on 
p~te intent IIICdJ&1cd by 1ttit11dc or, C&ll alforcllbdny pcrt:q)tioos bave 

a direct and ~dan iAAII&'IICt 011 pun:lluc intU~tion•7 We rouod chat 

!lu: clfcct of allordabillry pauptiona on pllfthaa intent It not ~n~d~aced by 

attlrude. 'That Is. a pettoo can have a potitlvc attitude tow&rd buYJna some· 

tlwl& uapit.e of kiiOIVina that helahc dllC.I not ln\Cild to buy 11 b«::uac of li· 

CW~Cal coiiJll,..ats 1'b11$, lll'ordabtllty pesup!IODI CIJI han a dlt'IC\ atfett on 

p~ intc:nllODI WI it tndcpeodtnt or attitude. 

J.J. lrnptm of qffori/4billly pfrupl/o1U 011 purclvut 

We round that pcrc:apoollf or aft'ordabthry vJIIaftunlly ~nnu~=:l pur

chau o'lcr and above iotontlon alone Fllttbu, pu.rtha~e IJIICOIJon IDd 

afford.tblliry perccpcioliJ &lltaractld to cxpi&ID purchu:. Tba· purcbuc 
wu best pn:dktcd Whee iodlvidu.&llaimultaneoualy pOIIj)U both the motiva

l.loo 10 buy (10 the form or lata4tlon) and th' ability to do 10 (in the form or 
al!'orclability pawptioal). HowcYtr, u wu ~. chla was true 0111)' ~or 
the acawio perceived u rrtor. Cllpe:oslYe by &he mpondlnts. Tbls .1\ndiDa 

tl coruistenl with tba Th~ry or Pla11Md lkhiVIOI (TPB) (AJI&II, 198S) wb.icll 

postulcuu that for bcbaviors owe which illlhvid\Ult feel they have lironed 

cootro~ a mcut.ltt o{ pcrocivad behavioral control would bo of contldcrablc 

valu. m pndk:tioa bahaYi.or. Wbnl iod!VIdua!l pct'CCiv• barrleu to pcrforrn

IDI a bch&VIOf Cl\l.a 1D Jadl ol ® , OppDrtWIIUt11 Ol ,._OlllU:I, IIDUIUII Of 

petu~ved behavioral c:ontrol ahould be UMd ID •ddition to a mtauarc of be· 

baYIOral iotclllloo. Whee an Individual pcrc:oavos tbat biJahc hu c:ontlol over 
cbe behavior, the couc:opt or petcdvod bcba'liOraJ control iJ Irrelevant for pre· 
dlcUoa bc)lavlor; a mo.\Uuro olu, .. ntloe alone <h.ould •~· In lhc con tnt 



of the pnscnt study. our sample found tlllpilicantly easier to ~tford ! I 0-fl$ 
tb&a S2S-SSO. Tbtfe condition• make !he odcbratJon ICZ!Wio more undu 
volitioll&l control than lh& \laJentiae'e clay Jilt JOenario. 

Our ruulu lhed totna liaht 011 tbo procae by which 18ordabiUty pcrc;ep
llona t.ll'lld ac:tual pun:.bu8. II t.ha e&cl o( tJI'ordabality pctcepfion• 011 pur· 
cbuc med.i&led by purdl.ue in~e=t? Or, do atfordabiHty perccpt~ona have a 
dine~, indepc.ndeot tnlluenc:. on p1ln:lwe7 We found for lhc ~Cenario that 
the wnplc puce•~ 11 more oully 18ordablc (oel.bration), tho cft'ect of 
•ltor~bilu~ po~p!Jon on "lllll pwdwt waa completely llltdlated by pur· 
~aac lllt'"Dtton .. On tile other band, for the prodlw:l lh&t w sample s-~~:etved 
u more apcna!Vc (V&Jc.Ddne'& lit\}, alf0f1S&billty pen:cptio111 bad an Uldo
pcudcQt and ~ WlltltCt on ac:t1l&l pu.rclwc that was not mechated by 
~· tnlentlODJ. Tb~, atford&billty pat:cptlom contain information per· 
llnmt to 9\IIChUC tllat 11 not captured by illttation cntaauTea. 

Soma Nppon for the importance o( financ:ld ruoun:a viH·VII purchue 
illtent rousu.rca in predictina purdtaac eolllft from Morwi11 and Sdunlttlcin 
(1992). Tbetc authon aamu..d whctbct llplelllallOII tocbniquea 'ould t:c 
\IN!! to pNidict wbk:b inte11de11 ac:t~~aU)' bouaht a w or a penooal eomputcr. 
Ulina a tuac panel of ho~taeholdt, tl.cy folllld that tbt woo f&c:~on tbal cor· 
rclatcd With propenslry to buy alao c:orrclal*l with propcn.d\y to ful6U ill~ent 
111 ("'- thote who ~Uy pwdwcd Cllll' ftOIII I SCIIDCDt th&t had I !ugh 
PfO_P8Diity to buy (hi &)I income, prior prodUCIIIlllp), re.-rdlou of their Ill I · 
eel mtent. The aulhon suuest that tbJJ lmplict that intention maat.uu do 
aot aprur, 1111dcrtyina propensity to buy that Is captured by measurn of tn· 
oome, prior produ~ uncc etc. The. I'CI\IIu ue COIIIiatent With oun and 
tbow that when people Indicate a positive p~ee intention, they m•y 
not sutllaently account for alforclabt.hly. One pouibtUty ~uld be that people 
anc:bor on attitude or lilclna and do not aufficieDtly atlj1111 for (actort llie 
atfoniabillry lh111 arc laa explk:it (l'vusk:y and ltalulanaa, 1 974), 

J.J. LllflllatlotU mtJI ~IUIIDfts for } II hill r1MiJTdl 

The resulu of ou.r lnvestiaadon into tile rolo or alforclability perc.ptions ln 
prcdlctina purd\atc izlwat aad purchaao '" enoourap,. HoweYU, lha 
JtUdy lw I IIUa:tbet Of limltatlolll. Flnt, UJI,CS 'III'C employed I COil~ 
sample, the cmualizabihry of ou.r Al\lltJ It llmltod. Future resu:ch lhould 
oxamin.e wbelhu a &imilar pattem of re~~~ltl cmu~e~ for lh& acne111l popula· 
!loa. Sc<:ond, we oxarmned only tYIO 1C111ulo1 vazylna "' exponaiv<mcn 111 
l\lturt ,_.reb, wina p...U.II, I variety of prodncu with price l.tvtla n~n~U~a 
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from !he abtoha~& Iowa~ to the very tuabcat thoul4 be determined. The role 
of IJ!ordabilil)' pcrcqniollJ over a Ia rae ranp of products should be Cl!lllll

•ncd. Thirti, Out UIC Of Vaicotine's Day U one or the pun:bue CODtU!J 

wu a limitation since aot Cllllyonc hu a pltUler or somebody cbe to buy 
a lifl/diAncr ror. 

In llltur. rwcan:h. the role of &lford&blill)' po~liona abould &lao be c.c
t.riWicd Ilia the axparb:!lenllltMtbod. Por Cl!&nlplc, &lfordabiU ty pameptlon~ 
could be llliUI.ipul&ted by allonlna dlt!crcnt aroups, dllfNtnl budJeta and cllf· 
(e:rcnt dtpua Of ICCIU to c:RdJI. An adv&DIIJO of thJJ tec:hniqut WOuld be iU 

ability to l.olato c;&\110 ancle«.ect. lo a 1\U'YtY stUdy llldl u ours. tboup cau· 

aalil)' is ilaplit.d bt modelina. the 11\1& ~oa lt not ~awn. An Cl!pcrimm· 
IOl anady c:ould, c.1-. uplore whether a pcnoa puccim altclho can d ord to 

buy sometbiD& II becaUIO sholbc bu a potltlvc attitude towa.rd1 it, or. wbeth· 

era penon bu a potitiw at titude to•ard& It becaUJt ahelha C:IUI afford to buy 
II . 

5.4. lmpliaii/OtU for proctfcr 

Market I"IIIC&lCbcn resuJatly employ atutudlnal and purc1uut tn trnllon 
mcuura (or 1M JNIPOIC of p tcd lelllll putebu4. Our tu11lt1 1how that Ill· 

c:ludiq 1 lin:tpk DIUilltl of &lfordabllity PQcepdoiU C&D predk:t purcb~UC 

bc:ttac thiUI that preditted by purdwc •n140hon ~oac. By 1nc.Judtna a mra· 
sure of alrordabllity pcrczpuooa we wen: able to tnc~atc rhe prcd•cuoo of 

pwW.sc by 4%. 
lt aboul4 bt DOted W I a6ord4ballty pclccplloiiJ are a p&yc:holopc&l mall· 

lfcttaiiDD or lUI CC:Onotnk variable; &tid thc.\C perczptiona DlllY h.ave the po~r 
10 lnftu¢llllll att\111 pouc:bllJC. Thw, tr perception a of afford• bility an be tuc:· 
ceufully m11nlpulaUd to make a product appear atrordablo, !hero It the poa· 
aibllhy of coavmina a non·pu~b.uc to pun:lwc. In fact. inltalmcnt plans • 
and even credlt c:anSs have the ll&cl of rualdoa prodll.ctJ uem more alford· 
able. Tho popularil)' oC auch dcvicn abowa that perceptiollS of &lford&bUity 
play an lruporw:u role in faQJstatina purchaaa. 

In pndll:lln& puzdwc, wa exanuntd the role of porccptioiiJ of &trordabt· 
Hty r.thcr than objcc:tN. ~um or lllcome. Thltc are reuo111 to rutpoct 
WI atford&billcy parc:cptiona mi&ht play a moe. imporiOot role thaD obJec· 
rive meuurca of ln001111: in pn:4ICUIII pun:buc Fint. 1f aoocU uc avallab!o 

on gocdJt, ~:OIIIwnttl Cl!l buy 11\c.m evm If their income alone would DOl per· 
mit them to do ao. Tbw, mcuurca of Income tlooe may not be an accu11110 

rcprctm~IOtion of what conaumcn c:an really atrord to buy. R~pona ahow that 
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C111dlt card p~huu ta:oUllt for 13.5% of ovcaU consumer spcndln.a m the 
US (W&Idrop, 1992) a.Gd their uu ia illctcatinaat an aiUl'llia1 rate a.1ound 
th~ world (l!oonom»t, 1992; Tba Nn York Tun•. 1994. SaVJC, 19911 A 
lu~t pe=!&p: of COII&WIIen !Ita c:redi1 W'dJ for thcu revnlYJliJ a-edit prop
erty for the purpoec of IIIC:I'QJCd COIIIIIIIIPUOll (AIIrubeL 1991). Funbcr, In· 
•pite of the lliah illc.crcn rates dwpd by cn:dil e&rd co.mpa.nie.s, wblch 
mula ill hlp dna! prodllCt COIU, & larp pen:allqe of toiUWDm a.re hm o• 
slli•.., to iatatat rateJ (A\11\lbel, 1991; Pedarallleserve Bulletin, 19~2) Soc· 
ood, people with identical lliCOmOI may have dilfmnt atrardab1h1y 
pcroeptions due to dltraalCCI io inftwm.cea from nelabbon , levels of cpu. 
aum about tha futllrt, claire to Kq\lin matui&l JOods, anltlldc 1owudt 
CR4it, loc;ua of COllaol, ecl!-dlaey, vJ.w ofiDODiy u a eowce of Pll""''• lOll· 
~ation-Kekloc. non-cooformm ~ th111 maku\1 tllcm dl!rcmnial ly 
PfOliC to debt (Lea et al., 199); ToiNalp, 1993). 1A a aludy da~p~ed to .... 
amine psyeho!oaicaJ, ~ tM eodal predtctan Of pcTIODI I ~be . Li· 
vioptom w Lunl (1992) foliDd that a k')' banda! fa.ctor like dupouble 
ll\COmc wu unrelated to mdebledneu. ln11ead, th• author• round thll P•Y· 
chntosjcal factora like be!liJ pr~l. ~ecln1 credit qa llld'ul, were sisnlll· 
cant pndicton of lodebll4cea. Olhct l'll&llrch&rs too have found thll 
p')'Cboloa)cal Yllriabt. lib cn.ctn&liCOlll of control. Morcoves, in compar· 
Ina objective rnusuru of IDcomc and subjtet.lve evaluations of household !!· 
aances, some resurcbars found that 1M lau.r we.rc lllperior an pmllctma 
c:ui&Ul tmds ofCODIIImcrcxpcnctitvrc (e., , W&III&IIU an.d Od..U. 1~11 . Welts 
Cl al, 1986) T'he cootnb11t;on of &lrordablbry perceptions vcnuJ obp:~ ave 
mcuures of sncomo In prcdactina purcha10 should be eu11uned in fu1urc rc· 
ltlrch 

Aekno'll'led~tllllllll 

The author would Ukt to lhanlc Mkbel Tullll Ph&m, Robert Kent and two 
anonymo111 tTV>CWCn for thttr ~lpflll commcau on prcviouJ drafU of tlu1 
maoUKript. 
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AppendixD
OPASTCO 
Subscriber Survey 
Description 

B ecause vi rtually all subscribers served by OPASTCO local cxdwlgc carrier member companies 
.1te run!, the survey sample was developed from these subscribers so as to ha'-c a purely rural sampk. 

The OPASTCO membership list of companies, along with the number of acc.css lines each 'omp.my 
servcl, w:u entered into a da~ aNI stratified by l'egion (Nonhcast, Soudlcut, Midwest, :-lonh· 

west. and Southwest). Twenty campania chen wc:rc randomly sdea.ed from the list. Ab..'l, two 6lter· 
nne companies were nndomly selected for each of t.hc origin.ll companies selected. 

The randomly selected companies were called and asked to participate in die su~·ey. If the 

.:ompmy refused, then the: lint altcJ1l2tc for chat company was asked to particapnc and so on . . 'inc· 
teen of the 20 companies who ultimately participated were among the companies in the origin.tl three 
r:mdomly generated lisr:s. In one instance, a founh company had to be sclcacd in order to complete 

the group of20 companies. 

E.ach of the 20 compania who agreed to participate was asked to generate: a random sample of 
250 sulm:ribcn from t.hcir subscriber list. Thc:sc lists c•onstiruted the acrual sample of 5,000 run! sub· 
..:ribcn who rc.ccived the survey. The lisa included both restdcnoal and bus111ess subscnbcrs. 

The Survey Instrument 

The survey instrument induded four J«tions: communications services, communications 
equipment, community, and badground. Beause the survey went ro both business and residential 
subscribers, die insa'umenr sections on community and background were further divided by resid(ll· 

rial md business. 

The sun·ey indudcd a combination of qucstions for which rcspondenr:s coulc check the box or 

boxes dut applied md qucstions dut required diem oo 611 in a blank. ln addioon, a space p!"OV1d~d a1 

the (lld o f t.hc survey allowed rcspondcnta to give their reaction to the survey or to write anything 
they thought was important but had not bcc.n aslr.c:d on die survey. 

Th~ communications scrviccs section asked about all die communlcati.ons services the rc:spon· 
dents subsc.ribc to or usc regularly; whether they have single· or party-line telephone service; and 
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whether they have 911 ancrgcncy SC~ cxtcDdc:d area acrvic.c, mu 1ouchTonc 1Cf'1Ce. This sec 
oon also included qucsoons :~cbour subscribc:n' ~cption of what they would do if the price of thm 
telephone service tncre:ased and :lbout the amount and ~"C~ty of their telephone we. 

The second ICCtion of the sunocy asked about thc different communicatioN equipment the 
respondents ha,-c, inclucfing the~ opcions on their telephone: cqwpmcnr., the number ofhno 
they have, whctbcr they posscu a calling card, and whether they rem Of own their telephon es. 

The third section asked :lbout cc:spoudcna' community and their we of the telephone in con 
Junction ~,th commwlity panicipuion. This ICCtion di.ffcrc:d (Of rc:sidcntUI and ~ wt&nbm. 
RcsidcntUI rc.spondcnrs were asked :~cbout their participation in community organizations and whether 
d1cy know ..nd rake messages fOf 10mconc who docs not have a telephone. Busincsscs were a.sk.cd 
about the1r panicipuion in and/ Of spoosonbip of community orpnizatiOfu and the we of their busi 
ness tckphonc in ConJunction with thoK activities.. 

Both residential and business rapoodcntS abo were aslo.cd about the1r distance liom schools. 
hospiuls, and docton to asccruln the cunmt aV1ilability of sc.rviccs dur could be augmented b)' 
telecommunications JOiutiom in thc fu~ in run! communities.. The 5UIVC)' abo asked the distance 
respondents travel 10 wort in order to undcnwld the pcxcntUI fOf tclccommunng. 

The fuuJ survey fCCtion asked fOf ~ information on the residence Of business T1us 
included qucstiocu about employment, prac:ncc of IOri'\COOC in the howchold who il dvomcally ill or 
eLsa bled, household &I'ICQI!K, type of raidmcc,lcngth of time Jt ~ raidcncc, occupaoon. Eduauon, 
and other dcnognptucs known to be n:btEd to tckphonc usc. 

Overall, the survey w:u nine: pages. RcsidcntUI respondents were aslo.cd 10 answer 51 quo 
oons. and busulc:s.J respondents were aslo.cd 10 answer 43 qucsoons. Each rupond' needed to com 
pkte SC\cn of the rune pages. 

The Sur\'cy Procedure 

U4:h of the 20 companies dw agrttd ro panxipare w:u sent 250 coptes of me sun·C)' v.1th 1 
dnfi cover lencr and 250 p«J&Uge·paid return envdopa addrcsscd 10 OPASTCO. Each company 
r:rarufcmd the dnfi cover letter to ils lcncrhe:ld and c.ncloscd one dolbr. the survey, md the return 
em·clopc m a compmy cnvclopc :lnd mailed 11 10 the 250 rmdomly c11oscn sut&nbcn m•ts area 1'lK 
sun C)'S were coded by region so that a regional :liUiysis could be condUClCd. 

Subscribers were asked to return me survey no later dim November 12, 1993, wh1ch allowed 
~en 10 10 days(()( the sublcribcrs 10 n:apond. One cxccpcion w:u made: one company did not nwl 
1t:s wneys until btc Noo.-anbcr due tO the IOif of the pack.lgc o( SUI'~. The uiDm1te cur -off date for 
this c:ompmy w:u Dcccmbcr l. 

The survey was fiddcd in early November tO avoid the changing calling pancrru. dut occur 
dunng the holiday suson Because the last $W'Vey was ficJdcd bte, a spccuJ code w:u cntcRd (M sur· 
veys rerumcd after thc original cur-off due. The mcarts of the ~urveys received before and after the 
origma.l date were computed and COfnparcd. While thc 11 pnm expectation ~ that the number o( 
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rclcphone calls reported on !he Lucr sun~·) ..,. o,.lti ~< lughcr, llus "-;u nor the <:JSC. Hcn.:e, !he sur 
' 'C)'$ rcrumed Ute "CK included in the over.ill Jn.Uysis 

The Survey Response 

Of !he 5,000 Slln'C)'S nWied. 2,383 were rerumcd form O\'enll response me of .. 7 7 percent. 
Of !he rcrums, 1,872 o f the rcsidcnoaljbolh md 20 I of !he bu)inos/bolh sun ·C)'S were used in t11c 
.ut.Uysis. Sc\'enl respondents mswcrcd bolh the ra~denoal md busincu sccoons of !he sunev. so 
Nscd on !he xn.W response infe>rlNfiOII, dlosc filled 111 for both were usagncd 10 eather !he bu5tnc!>S 
or rcsidcnt:i.U group. If the c.UI volume md/or the tot.U telephone bill wu hagh. the 1un•cy \\JS 
entered as a bwincss response. ' 

The remaining sun•cys were dropped due 10 ma~oSing da~. h should b.: noted that a miSUke an 
!he survey awed some SW'VC)'$ to be n:rumcd m.:ornplete, but even !hen, !he ~un~~ \\ere kcpr 1~ 
.malym if u aU pos.5tblc. The mistake ~ in !he qucsoons about the household $0CIO·economac ml,lf· 
mation md thus did not affca !he btuincss .responses. The data displayed in llus .uu.lysas rcflccu !he 
IT\WIIlg responses on qucsooos bdow !he line. 

The dau ~ ente.rcd into tvo'O sep;ante <bub.scs. one rcsidenoal m d one bmincu. The res• · 
denoal analysis mcttS a 95 percent confidence level. The bust.ncu .uu.l)'l~. hO\\'C\ cr. should be com ad · 
cred qualitative because the number of responses is low. This as 1 function of the popubnon, not a he 
rcrurn. It was estimated dut on a r:mdorn basis, no more th.lll I 0 percent of !he wnpk would be 
bu.stncsscs, md !he busincs$ response~ ~rol!marcly 9.5 percent. 

The survey malysis, con.sisring prinurily of frequencies md wr>•mgcnq· .Ul.llystJ .:untrolhng 
lOt independent v.mable interaction, is set our 111 chapren 5 .md b . 

' 



SURVEY ON AURAL TELEPHONE S~AVICE 

INSmUCnONS 

~jlArJOir ~ , ,., ~,,,l()llt 

ANO !IOVAJirCIWtlf l 01 aMAH 
t f tiiWOHf co..,~u 

,.~,CJIICU •• ..,.,, .. 
...... IOII" OC ,_. 

ICI IU ..... • IW fJII*III'f~ 

T1US qu,stionnaire tS divid«1 into locJt topic a~e•: Conm.mt:arion Se~W:as. COtrm.~nation E~t>ment. CDfniTIJM y . Mid Bat:*ground. For tnlf'IY ~ltioM. )Oil fiHd 10 ch«;;( lhB IIIJPfOPrlat• box or boxts. There ate f6VIral questions where you lhould ch«:k u rnMI'f boxn u IJPP/r to you. A ,_ qutStioM requ•re you 10 fil ii! cr- bWik wtflllll ~ fiXT'tJM. Wt lllfOUid lb to tt!M* you in 1/dvilfiCe, lor your palficipltion and r;ooperation. 

Are you a res«ser&~ or a but1nesa ta~ ~ I I Aeside,.lal I I Business I I Both 

2 Overall. l1ow would you rata the CJlally ~ your teiiP'Ione MMc:e? Circle the responsa below 111a1 beSI de$Crt)e$ )'OUt opri)n. 
Fair 

ASOIJT THE COtWIIJHICATlON SEJMCES YOU USE 

3. Which o1 the lolowing COIM'IJniclllon MMclt do you aubectbl to or use regulat1y? 
(Check al that apply). 

-

I I Dally MWIP'IPI' 
I I Weekly newspaptr 
I J~tr 

I )Baic Qble leleYtUon 1 I General l,.ereSI magazines I I Expended basic cable tv I I Special lnleresa magazines 
I I PrwmUm Qble tv I I NewlfiiiOillntt I I Paging Of beeper Mrvict 

I I Celk.llar telephone 
I I Cal* tv apec:iall'lefit I I Ovemigttl delivery sorvie:e I I 8roaclcut teleYIIIon I I Compu!tf da11bUe serviCe I I VIdeo tape r8f'UII I I Ttlephone service I I Compultr bullel.ln t:~oaJd I I Electronic mal I I Other (Please tpee~y) _______ - -----

a Of the services you c::hec:ked, whlc:tlll the most lrnportalt? 

b Of the servloes you c::hec:ked. whlc:tlls tha leatln'C)Oitatl? 

c. Of the servtc:es you checked, whlctlls Uled most t~ntly at your premises? ---------

' Is your telephone servce prtv•line or patty h MMI:e? I I Private l ne I I Party ~ne 

5 Do you have Touch Tone telephone MIVIcl? I IYH I I No I I Oonl Know 

6. Is tree calii'IQ 10 nealtly to-r. inCluded In your bUic monthly chatge lor teltphone servb? 

I I Yes I I No I I Oon1 Know 

7 Is 911 emergency seMca 8Valliblll0 you? I I Yet I I No 

a. 11 yes, In a heal!tl emergency would you call 911 or your doaor llflt? 1 1911 I I Doctor 

8. Olthe relationShips listed belOw. who would be IJill1 t~ntly called from your prerrisea? 

I I F amty tnel'lf)er 
I I Relative 
I I Govemrre,. 

I I Flllnd 
I I Co-worlcM 
I I Olher(Pieue IPdYl -----------

1 



9 OC the tolowing IIClivllel, wtllch have you Of othets aJ your p.comises used the tetephont 101 In the laS: 
momh? Cheek al 11\at apply. 

I 1 Social coruc:t/l(eeplng In touCh 
I I Scheduling 
I I CoordNiing c:omnu11ty 8CIMdes 

I I IUndllng a c:tlsla 
I I Gtt!ing something done 
I l Gtl!~ lnlonnallOn 
I l Other (PttaM apecily) ------

1 oc tile telephone UMS lilted D¥e. wtllch Ia mott ~? 

b 01 lilt telephone UM1 tilled lbo¥e. wtllch II lust ln'clotlanl? 

c 01 the telephone uset listed lbo¥e, which Ia most ~era at your premiHs? 

10 Which oe the 1o1oWinQ ·em.acr or Olhlf tellptiOnt NMCeS do you a~nerrly ~to? Ched< •• IIIII apply. 

1 )Canwallng 
I ) Call torwarding 
I I Speed dialing 
I I Cancel cal waiting 
I I Dis1inclllle rif9ooded ring 
I I SeieaNt callofwalding 
I I Data line CIOt1ditiot*lg 
1 1 Calllmercept (Do not disturb) 
I I Wake-up cal MMoe 
I I Inside wiring mainlenanoe 

I l c.1ter 10 
l )Call~ 
I ) SellecliYt cal waling 
I I nn.-way coni-nee caling 
I I Aulomallc call back 
I I Voice mall 
I I Aulomllic redial 
I I Call trace 
I I OCher IPIUM spedly) -------- -1 I None 

11 What Is your total bill« telephone MMoel In I t)'Pical morth? (IIUJde bUic local 
seMCe. telephone reruJ. exteooeo lftl ~~Moe charges. tong clil'ence ct • roes. and charges tor the ICdional MNioes thll you chedled In question 1 o aw~e l s ____ _ 
a Wha1 IS the cunera moi'Chly cha~ge tor basic local telephone service? S ____ _ 

b In 1 lypCal nonlh, llbocJl how IT\Idl II your tong distance ttlephone bil? $. ____ _ 

c In a typical rnorth. how rruch do you pay lor extended aru 
seMCe? (Enler -na· W you don, have INa MMce.) $. ____ _ 

d For a ll the MIYicH you chlclked In question 1 0 above. wnat 
are the Qlrrtfl mol'llhly chargts? (crter ·na· 11 you c:hedled None ) S ____ _ 

12 In the tut momh. on aval'8ge, how many toc.altetephone calls per dly were r-"ted 11 your pttrrlses? 

I I Less than 1 I ) 4 
li t 115 
112 116 
I 13 I J7 

l I 8 
l I i 
I I to 
I I 11 

I 112 
l 113 
l I 14 
I I 15 

1 I 16 
I I 17 
I I 18 
I I 19 

1 120 or more 
1 1 Don, Know 

13 In the 1a11 momh, on aval'8ge. how many local telepl'lonl oatis per dly were pieced hom your premises? 

I I Less than 1 I 14 
[)1 115 
[) 2 118 
[)3 l )7 

I I 8 
I I i 
I )10 
1 111 

I 112 
I I 13 
I )1<4 
I 115 

2 

I I 18 
1 111 
I 118 
l I 18 

I I 20 01 more 
I I Don, Know 



, 
1, II your monlhly telephone bill lor bulc local serva were 10 10Cf8UO. wl\11 would be your moSI likely response? Cl'loose a response tor tach dolar amoul'ltiSied. (Check the bOx that applies in each column.) 

$500 $1000 SIS 00 $2500 a. Pay ll'1e increased amoul'l. I I I I I I I I b. Rewce long diStance use. thereby lowering the overal bll. I I I I I I I I c. RedUce spending on the ·enhanl:«::" seiVIces chlekect In 
~iOn 10. I I d. R80Jce spending on other COII"fT''Unic:mlon service ~ 

I I I I I I 
in question 3. 

e. RII<Slce spending In other areas not IWialtd 10 
I I I I I I I I 

comrrunlcation. I I I I I I I I I. Disoorllnut telephoc le seMc:e COC'I'Cllllely. I I I I I I I I g. Other (Please spec:ly) I I I I I I I I 
tS II your monltl"f telephone bll tor bale local arAce were 10 decrease. what would be )'OUI moSI likely response? Cl'loose a response tor MCh dolar amounl lilted. (Chedl the bOx that applies on each column 1 

$2.00 $3.00 $.4.00 a. use 111e savings to IIUblctlbe to an lddllonll telephone tiM. I I I I I I b. Use the sevings to buy •tntlancld" MIVIces. Relet 10 question tO. I I I I I I c use the umos on men long diiWlct tetlphone c:ala. I I I I I I d. use 111e sevlngs 10 buy OCher c:ommm1cat1on se!VIces. Reier to questiOn 3. I I I I I I e. use the savings to buy other prtlCb;ts or aervlota not related to 
comrru nlcallon. I I I I I I I Keep the srmgs. I I I I I I g. Other (Please specify) I I I I I I 

16 II you oould reduce your telephone bll by paying by the cal lor local strva (like you do tor long dcStance) how IM.ety is c tNt you would do 10? (Ptust cRt~ the appoplllt tupontt below.) 

Very Somewhll 0on1 &n.whll Very 
Unlikely Unlikely Know lMiy Likely 

17 How many long distance caHs does your household receive In a montn, on average? 

1 ) None I 13 
1 1 Less than t I I • 
(1 1 (JS 
() 2 116 

()7 
I I e 
I I i 
l I to 

l I 11 
I I 12 
l I t3 
I I 1<4 

1 J 15 
I I 18 
1 1 11 
I I t8 

1 1 19 or more 
1 I Oonl Know 

1&. How many long distance call does your~ tr1161t In a mo•• n. on &VIfl08? 

' -1 I None 
. I I Less tnan 1 

' I t I 12 

I I 3 
I I 4 
I Is 
( 18 

117 
I I 8 
l I 9 
I I 10 

I I 11 
I J12 
I )13 
I I 1<4 

3 

I I t5 
I I 16 
I I 17 
I Jte 

I I 19 or mort 
I I Oonl Know 

' 



19. If your rnordll)' long diltlnclt:ellpho,. bll_.. to lncttue. wt\1111 your most lktly rnpor.se? Choos. a response for each dolar amoun1 lilted. (Cillldl the box thll ~ In each ooturm.) 

$5.00 $10.00 $15.00 $25.00 a Pay the lnaNied 1rn0Ul11. I I I I I I I I b Recaa the 11.11Tt1er ol c:.k your houMhold IT\Ikes. I I I I I I I I e. R~ the rurrear c:A nu• ~ on HCtl call. I I I I I I II d. Racb:e both the ll.ll'ltler c:A Cilia and thlrurtler ol "*UH. I I I I I I I I e . MU. c:all only when ~ clloourU .. llf.aM. I I I I I I I I f Reduce your~ to"' "ent\al'aer tetephone 
IIIVIcft you c:hecMd In quelllon 1 0. I I I I I I II g . ReclJat ipllldiug on OChlf COII'ITUie6n IIMcls. Retar to your .,...., on quelllon 3. I I I I I I I I h. Reduce 8plldlig In ott. ... not rwllled to OOil1m.lnatlon. I I I I I I I I I. ~ IUblcrlllng to~ aeMce COf11*tlly. I I I I I I I I I. OCher, (Pteae IPdY) I I I I I I I I 

aD If your rnordll)' long diUncltlllphone bll..,_ to dlc:reaat, whlll II your moet IUiy mpon&e? Choose a response tor HCtl dollr 11111U1111118d. (Ctildt the box IIlii IIAiht In HCtl eolurm.) 

L Increase thei'IUITtlef c:A Cllll your tlouMhold llllkes. 
b . lnc:raaM the rurOir c:A rnlniMt 11*11 on HCtl c:d. 
e. lnc:raue both the 11.11Tt1er of c:.k lnd the rurOir c:A nWlulH. 
d. Make rrore c:a1a CUing lhl dly lrlllMd c:A ..ainu tor 

nigtctevenlng dilcoufea to be .ned lYe. 
e Increase your ~ to "eMincacr tetephona 

serviCes. Relar 10 quntJon 1 o. 
I. Increase spancllng on other OOI'IIIftlnlcallon llfVices. Refar 

to quntJon 3. 
g. lnc:tease spending In .,... not tllaSed to~ 
h. lnc:raasa the ll.lrrtler c:A I~ linH lllllc:tt)ed to. 
I Other (Piauetpldfy) ---------

12.00 $3.00 
I I I I 
I I I I 
I I I I 

I I I I 

I I I I 

I I I I 
I I I I 
I I I I 
I I I I 

$4.00 
I I 
I I 
I I 

I I 

I I 

I I 
I I 
I I 
I I 

21 Which ~ c:A SlfVicas lilted below have been c:dad from your premises In the last 3 month$? (lncklde any calls to talephoM ~ baglrv*ig wlh 976. S40 or area coda 900 In your rttpOnSI.) 

I I None 
I I nme 
( 1 Vlealher 

1 I Sponalna 
I I News line 
I I~ Opinion Pol 

ABOUT YOUR coe··•MICAT10N EQUIPtEHT 

I I Olhlf 900 cans 
I I Other 976 ca1s 
I I Olhlf IPIIase apac:ily) - -------

22. Do you own or llf1 your tallphone(a)? I I Own I I Re,.. I I Both 

23. How many ditlere,.. tallphona I"UUTtlltt do you IIJbrc:tl)l to? - ----

24 Do you nave a llilpho,. ~ card thll dcMI you 10 make ea1s from other pflOntS and bllllto your own phone II.IITtler? ( I Yet I I No 



~ · 

( 1 Oialtelephone [ I Stereo System I I ToucnTcne telephone 
1 1 Speaker phone I I Nwweli 10 ITIIChinl I I Cordleslttlephone 
[ I TeleV~SCn I I ConlUtr modem I I Pager~t 
I I ~&at phone I I CB radio I I Vic»o game pllyef 
I I Radio I I Satelile dish I I TOO I I Otl'ler (Please specly) ___________ _ 

I I CO Player (compac1 diSC) 
1 l~tr 
[ I Facs~mle machine {l:or) 
I I Vdlo cassette recorder 
[ I CU$ene playerllape recorder 

26 Which of the following opdons are avaa.. on one or more of the teiephOnea located on your premses? (Check 
aJ that apply.) 

I I None I I Flash 
I I Mute I I Volune control 
I I Pause I I Pull6'\one awlch 

( I AutO<NIIc redial 
I I Hold 
I I f>logrlmmlble speed dialing I I Olher (please specly) ___________________ _ 

F'tOUAREAaa Ell .IICPIIER.StCPTO 
PI\GEIG&IOIR FWJUAREA 
REKBmii..IICJ I 
CCIITIIJE 10 <UI110N II .. 

A80UT YOUR Coe.aantrTY 

27. Do you know anyone who doeln, have a home telephone? I 1 Yea [ I No 

a If yes. does your houaehold evtr tllle mesaoes tor them on your telephone? 

I I No I I Yes If yea. llbouloow often? -----

28. Does anyone in your houtehold adMtly pilticlplle In any ollhe !clewing organizations? 

I I Local S4)0fiS le19* I e .Q., L.ltle Lt191tl 
[ I Nelghbortlood waldl 
1 1 PTA or other school Ol'glriutlon 
I I Volul'lMr firtf9lltt'llt'HCUt ~ 
I I Aelegioua 0101.4) or dllrch 
I I Service organiullonl (e.g, Jaycees, Uonl, Rotary, ete.) 
( I Polillcal organi:z.lllona 
I I Local chlpttr ol a prdeas'onal or llbcf IAOdlllon 
1 1 Other Yolunl- aeMce group or oorMUIIy aeoclllbn (Pieue apedfy) ------[ 1 None oe Ule above (Go 10 ~ 30) 

29. 11 you Cllec:ked any organization In CJJtltlon 28 abo,.. • your houaehold telephone used 10 concM:I business or 
sellecalle evel'la for that organtulllon? 

I I No I I Yet 11 ..-. ax.c how olten? 
I I L.eal than onc:e a mon1t1 
I I Once a monlh 
( 1 Mora than onc:e a monlh 
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30 How many miles is II one-way bllween your wortt and your home?-----

11 there are OChlf houMhold ~ worttJng please 
11$1 theit one-way mileage be!WMn wortt and home. 

31 How many miles Is h one way to the family dodor's office?------

32 How many miles iS the nettes~ ~al trom your home? 

33. How many miles Is tne nearest llretreta~e ICJ,IId from your home? ------
34 How many miles are the lollow~IO locaiiChooll from your home? _____ _ 

a Elemernry SCI'OOio _____ _ 

b High School, _____ _ 

c. Comrrunlly oo~ege, ___ _ _ _ 

35 How tar -ay does your nettes~ neftllbot llvt? -----

ABOUT YOUR HOUSEHOLD 

36 Is there anyone ~ In your houleholcf? ( ) Y" ( 1 No 

37 Is there anyone ,..h a cMri: heath I)I'OIMm In your hOuNhold? I I V" I I No 

38 Enter the number of people of each age group lilted thai currently reside In your hOusehold 

_ o . 4 years 
_ 5 • 10 years 
_ 11 • 18 years 

_ 19 • 24 years 
_ 25 • 34 years 
_ 35 • 44 years 

_ 45 • S4 years 
_ 55 • 64 years 
_ 65 yeare & over 

39 How many household rntrnbefs are c:urrenlly e~? (Enter the ,_,rreer In 1t1e ~"VVlle ~ 1 

_ tun time _ part lime 

40 01 tl'le hOuSehold members efl'4l!Oyed, tow many are ...,,.flliiOyed? 

I I None I I One I I More than one 

41 Is anyone 111 your household c:urrenlly ~ 1 1 No (Go to ~estlon 42) 

a H yes. how long has this household merreer been une1!1)1oyed? 

I I Less than one mol1h 
I I Ono to three montlll 

I I More than thtM rnorcr. but Ins than six 
I I Six to IMtve mMhl 
I I More than one year 

42 What iS your tOial hOullhold income per yur? 

I I Under $5.000 
! I ss.ooo · $7.499 
! I $7.500 • S9.999 
I I S1o.ooo · $12,499 
I I $12.500 · $14,899 

I I $15,000 • 117,499 
1 1117 .SOO • 1111,1199 
I I S20.000 • 124.1199 
I I $25,000 • 129.1199 
I 1130.000 • 134.999 

6 

I I $35,000 • 139.999 
( 1140.000 • $49,999 
I I sso.ooo · 174,999 
I I m .ooo and Over 
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43. Of the following categoriH, wtlich belt deacttlet your OOCupllion? 

I I ProfesSional 
I I Manager/official 

I I Cler1c:al WOIQriOflic:e asslslant 
I I Farmer 

I I Supervisorl1oreman 
I I Ownetlpropnetor 
I I T echnicianlrepalrman 
[ I Saleslmartleting 

I I Llbortr or optrator 
I I Cl'lfllman 
I I Homellllktr 
I I Sludtrt 
I I Other (Please specilyl ---

44. What is the highesllevel of basic education you COfT1lllltd7 

I 11111 grade or less 
I I atn grade 
I I Some lligh school 
I I Co~etecs l'ligl1 school 

( )So!'nt~ 
I l~oolltge 
I I Somt gqc11att school 
I I ~td ~tldlool 

45. Have you had any other schooUng or trU*lg? 

I I Some vocational school I I Job training Mminarl 
I I Exttllllon courses I I Co~eted vocational school 

[ I Correspondence !SChool I I Other aG.II educatiOn (P!Use specify) -------

46. What is your current l!lalial status? 

I I Single, never married I I Mlrritd I 10~ I I Widowed I I Stfwated 

47. Are you [ I male I I female? 

48. Do you rem or own your place of residence? 1 1 Own I I Rent I I Other (Please specify) -----

49. How tong have you lived a1 your CUt1'1H1l residence? 

50 What type ot dweUing beSI descrtles your current mldenot? 

I I Apanment/Condominium I I Extended family tr se I I Single family house 
I I Townhouse/Duplex I I Other (Pitue apec:.lly) --------------

51. Please provide your area COCS. at.s the first tiYee digll ol your telephone l'lJIT'ber In the space 
provided to the right ------

THANK YOU FOR YOUR l11E, COOPERATlON AND PARTICIPAT10H 

If you have any commerns about our quesllomalre or addillonallnlormation that you would liCe to provide, we 
encoura~ yov !o 11$0 the &pace provided below Ill <10 10. n you woutcllllt to know !ht mulls of the :survey you may 
can OPASTCO a1 (202) 659-5990. caa oollld. Or you can drop us a llnt with your name and address and we will mall 
a copy to you. In order to• protiiCI your oonfldenl • • plUM do not Include your name and eddress when returning this 
survey return. 

IF YOU ARE A RESID£HT1AL. SUBSCRIBER, STOP HEREII 
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ABOUT YOUR COIIJIINITY 

S2 Does your business belong to rtf oonmJillly bullnla Olglnizlliore (e.g .. the beat Chalrber of Convnerce)? I l Yes I I No 

a. n yes. is your busoness tellphone- UMd to c:oncU:t ~tor IN" organluillon? 

I I No I I Yea 11 yes, lboU how often? 
I I Lesa thin once a mon1t1 
I I Once a mon1t1 
I I Men thin once a mon1t1 

53 Does your buSiness Sj)OOSOf Of help rUe fundi lor odler norHiualnea Of COITVTUnly MMce organizations? I I Yes I I No 

a.. n yes, Is your business lelephone - UMd to f'liM ~ or funding for euc:h Olgllliutions? 
I I No I I Yes 11 yes, abcU how often? 

I I Lela thin once a month 
I I Once a mon1t1 
I I More thin once a month 

54. Does your business be6ong to rtf Nlionll ~or profealonll MIOCillione In which you acttvety patt~e? I I Yes I I No 

a. If yes. is your business tellphone ever UMd to c:oncU:t bullnen tor lhll orgllliullon? 

I I No I I Yes 11 yes, lboul how often? 
I I l..ell thin once a mon1t1 
I I Once a rT101t11 
I I More than once a mol'lh 

55 How many miles IS the neares~ holphl flom your bulinnl? 

56 How many miles Is tne nearest flrlllreteue ~? 

S7 How many miles are the following local 'schools? 

a. Elemelllary SChool 

b High School 

c Comrn.Jnrty COllege -----

ABOUT YOUR BUSINESS 

58 How many people does your buslnesl ~ ------
59 Of lhe ndustrial ~ listed below, wtEn bell detcrtJes the primaly act~ ol your ~ny? 

I I Agriculurii/FIShlng 
I I Forestry 
I I Marotacturing 
I I Finance 
I I T ounsm!RecreatiOI'I 
I I Business Services 

I I Olhlf set-•ices 
I I Conlt1uclion 
1 11neurance 
I I ANI Tr8de 
I I Edi ICitiorl 
I I Conm.lnlclllon 

I I Mining 
1 I Real Estate 
I I Whoilllle Trade 
I I Md:ll• 
I ITtalliiX>'IoiUon 
I I Perlonll SeiVIoH I llnlonnahon SeMCes I I 01t1et (Pie ... tpee~y) -----------

60. Whal -re your grosa revenuu tor 1992? 
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61 . Do you own. rent or lease your business premises? 1 1 Own I I Rertl 

62 What perce;uge ol your operating expe,-.es are lllltlutaDie 10 leleooc•anurucllions costs? 

63. Is your business a franchise? 1 1 Ves I I No 

64 Which of the following best detCrtles ~ business? 

I I Sole piOpriet~ I I Pattnei'Shlp 
I I Corporation I I Other (Pieue ~pte~y) ----

65 Hew many years has )'OUr~ been In buaineN? ------

I I Lease 

66. If your business experie! ICid ., lncfHse In your total rronthly telephone bll. • wNI percentage increase mgt~~ you oonsJder raloc:atk1g to ., Ultlln.,.. whera the co• of telephone S6Mct wu til same or lou thin you had been paying beloq the lncnaM? 

I 125% I I 50% 
I I 100% I I 200'1(, 
I I Wouldn, retoc:a. becalM ol a telephone b11 lncreue. 
I I Donl Know 

67 If your business experie! ICid an lncreue In your total rronthly ttltphone bll, 11 wn. percentage would that inctease have 111 effect on your~ to txpand your bullnesl? 

I I 25% I I 50% 
I I 1 00% I I 200'1(, 
I I Wouldnl changt txplnion pilnl btc•iM ol a ttllphont bill increase. I I Don, Know 

68. Please prowle your area CIOdt and the firlt llYee dlgb ot your telephone 
nurrbef 111 tne space proYidld to the right. 

THANK YOU FOR YOUR 11IE, c:ooPERATlOH AND PARTlCFATlOH 

II you have any comrnema about our qutStlonnalte or 8ddilional Worma!lon 11111 you would like to provide. we encourage you to use the space proyldtd below to do eo. H you would tile to know the muaa olthe survey you may cal OPASTCO 11 (202) 659-5990. Cll colltc:t. 01' you c;., drop ~ a line wilh your name and lddress and we Will mall a copy to you In o!Otf to ptOtld your ~Iaiiy, pleue do not lnc:bSe your name and lddreu when you return lhe survey. 
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lauochactlon 

llnt paper c.umtnu c~ poulblc mean· 
••&S of the con«l)l of 'affordabditY' in 
eoonect1on wub lndiYICIII&ls' boutiq 
ea<t~ 11 bc&lnt wnb an overview of clcllni
uont 1n current u~ and cond uclco \hat• 
current practice would bene61 from an 
attal)-sa of the concept baJ.(d on ecooomic 
hrtt pti n.:apiC$. The maio purpolC or tlul 
Piper IS 10 propose i Kl o( analytically 
more meamt~~ful ddlnltloM than maoy of 
tbote currently employed. Dali from a 
lUtvcy or incomtt and housln& COlli are 
Uted to cuminc the lnc:idtDCC ot 'uoaf· 
fordability' o( houslna C01U in \he Olucow 
T ravd-to-Wotlt Area In 1988119 MlCOnllna 
tO a vancty of dcl\nil looL 

C•ut nt u .. ,. 
The term 'alforclabihty' bu become topi· 
c:at in pohcy clcbatu aboou •- bouJlna 

tenures <- Bramley, 1990a ana 1990. 
Maclennan and W1lhams. 1990; and 
Kearns, 1992). Finl, there have been con· 
CUIII about the affordablllly o r owmr· 
occupa tion broualn about by rap1dly-nsina 
house prices in ccnaln pans or the country, 
lbt abolition or doubl< tu: relief ror un
married couplea, ria« 1n onterut rates and 
economic recesSIOn. lncnuco 1n buildona 
sodety repoucs~iont and mon pae arran 
bavc become ncwswonby 1n this climate 
(Anclcnon, 1990). As wtll 11 concerns 
:bout the lmpacu of thn c: factors on 
u iltlna buyers, there are also worries 
about \heir cffecu upon occua 10 owner· 
occupatloo amona the population or 
potenllal ftnH ime buyers. 

The Kc:OciCI area 1n which the coneept or 
affordabil11:y of hoUSJDI bas ad ueved all· 
rate'/ is in lbt holn101 a-'-laltOG ICICIOr. 
Auociatlocu, sil><:e the MW fund1111 rqJmc 
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of posl-1988, have been uf~Cd 10 abandon 
the old pr\nc:iplc.s or ~nt-tcllina whereby 
rent officcn detcnniDCd 10-C&Iled fair ~nu 
for propenies. In their pl&c:e, the)' are bcloa 
a,)(ed 10 set 'affordable rcnu', with the 
presumption that affordable rcnu will es· 
cced fair rcnu. However, u JCanu (1992) 
l4d Btmtle)' (1990b) bavc 110\ed, \he 
aovcmment has not set down what \he 
principles of affordable rcnu arc to be, alld 
seems to ha vc p vco tl\e t"CIJ)OCISibility o( 
dcflnlna affordable rcnta to the ~
u~ns th.tmsclvu. In attemptlna to deter· 
mine afTordabillty, tarac numbcn of tur· 
vcys of tenants' tnromts arc bclna carried 
out by auoelationt.. 

If associations turned 10 the lltcraturc 
for auidance. they miah• well become 
confused. A brief survey rcvcala a lac.lt of 
s~tematlc thouaht about how affordabllity 
miaht be defined and measured. The ma· 
jori t)' of wntcn uamlne ratios ofhouslna 
eMU tO inC'OmU (or cviden" o( lffOrd.lbiJ
il)'. The National Federation of Housina 
ASSOI:iations. ofl'crina auidance 10 Its 
members on the seulna or affordable: rcou. 
li'IUCS thai what associations require iJ 
"some norm for the avcraac ratio bcl-.tn 
rent and uv;omc. Th" should relate to 
people beyond the ruc:h or Housina 
Benefit, 1.e .. those '" employment or on 
occupational pcruions" (NFKA, 1990, 
p. 27). The orpnis,atlon auaacsts a 'taract' 
affordable rent-to-income ratio of 20 pc:r 
cent. Maclennan and Willl11111 arc critical 
of rent-to-income ratios offered "without 
definition or much justification" (Maden· 
nan and Wllloams, 1990, p II), and at~uc 
that the aovcmment should both select \he 
appropriate ntio and also clctcrmiDC what 
items of income and upc:ndlturc should be 
included in both the numenotor and the 
c!enomlnator. Maclennan, Glbb and More 
(1990) arc also hlahly critical of the uac of 
'taratt' affordabUity nuot.. Their &IJU• 
mcnt is that to &pedfy a t lnale ratio 
of bousina COlli lO incomes ICtOM an 
tenures, locallont and houadlold types 
over-simplifies. Their research 1howl thai 
ae~ual bouJilll CO.ll vary by tenure, loca· 

tion, socoo-eronomlc d11ncterosto~ o1 
households and household lnromes. H.,., 
cve,r, they conclude that' "There i1 110 
doubt that broad rent-to-Income n1oos, 
aurqated aa-ou sce~ors, do aianlf) tlldul 
infonnauon for economic policy' (Maclcn
na.o, Glbb and More, 1990, p. 91). II "my 
rontcntion that rcnt-lo-oncome ratiOS II<~ 
vide, in fact, very mtsleadona tnforma~ooa 
for e<;Onooruc policy. 

Affordabihty 11 also usually doscuucd Ia 
tcrms o( the rJiiO Of bou11n1 COlts to 
incomes Or Slle o( loan IR re~tlon to 
ID~»mes on the htcnoturc on owner-ocwpo. 
lion. for caample, Bramley cmpl~ ·ae
ccuiblllty' and 'affordabolny pp' 111docn 
or affordablhty which compare buildona 
society multipliers of household oncoonct 
-i.e. a mcuure or loan potcntial-~~~tllt 
•arious house prices (Oramlcy, 19901. 
1990b). Edwards. Oirce~or of the Aum .. 
llan National Housina Stratel)', outlines 
variov.s m~urc• of afrordatui•'Y -1ddy 
uJtd in Australia for ownen, upcclllly 
first-time buycn The factors whtcb be 
concludes need to be tal.•n onto ountoo 
an indea of affordabthly for first-tome 
buyers oncludc all the cub cosu of pur· 
chase. the tncomc o r the buytr, lnd Ill< 
:ritcria used by financtal onllttutooru to 
dctcnninc 1oM soze, oncludtnathe anumcd 
deposit or lhe borrower (abcut 2 s per ccat 
of the hou.sc pnce) 1 AfTordabohty (01 

cwtina own en 11 Judacd by the perccnllll' 
or avcnac inrome• necess,ary to meet '"' 
mortaa&e repayments on a mcdoan-pnetd 
hoUAe, or some other ntoo between c.ull 
housina coots a nd tncomu The•• indo!XS 
arc IRc.lted over ume by commcntaton 
and policy-maken. Also employed '" tat 
Auslnllan literature 11 a 'deposot pp' 
measure of 'accuaobthty', Tills" the nwn· 
bcr o( yean' savina rcqutrcd to no~ a lS 
per cent deposit by a household on mcd>IA 
inoome, at avcnoae savin& and ontcrdl 
ratts (Ed Wilds, 1990). 

Tbls paper ls roncuned With tdcntofyilll 
those who may be aurren"' from unafTOf· 
dablc boulina from a household surv<l' 
carried out'" the Oluaow Travel-to-Wort. 
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Area on 198&/89. Th11 requu-es a de6nhion 
of what n11y be considered to be affordable 
housona costs. However. detcmunlna wbat 
is and what os 110t affordable Is qult.e a 
doiTercnt mancr for dct.ermlnlna afforda· 
ble rents, sonce the ranac of ~~~ which 
ma y be consldem! to be alf'oniable will be 
very II rae. cYCn auumina a siQilc measure 
of an rdaboluy commands aareement. Af· 
fordable rcnu are outwith the ac:opc ofthis 
paper, rather, what Is at iuue here it the 
concept or 'aiTordsbolity' itJCif. The over· 
~icw of some of she mon: considered pans 
of the hteraturc on oiTordobillty described 
oboYC. results '" the condulioa that there 
is some mcnt to be found in a systematic 
consoderauon of the meanina 1nd mea· 
surcment of aiTordabohty of hous.na. be· 
aonnona from economic fi rst principles, 
particularly with a view to cstabllshina. or 
otherwise. the usefulness of ratoo mea· 
non:s Thos paper os on allempt to bcasn 
that Ialit 

Dd'inlna A.ffor4abillty 

It ~ useful to bqin with two definitions 
from the lioerature whic:h appear 10 aive a 
reasonable atano n& point. Maclennan and 
Withams oiTtr a very aencral dctinition· 

'A!rordaboloty' is con«rned with KCUr· 
ona some 11 vca &t&ndard o r houslna (or 
JofTerent standllrds) llt a pnce or a n:nt 
"'hoch docs not omposc, in the eyes of 
some third pany (usually aovemmcnt) 
an unreasonable burden on household 
oncomes. (Mac:len ... n and Williams, 
1990. p 9) 

Bramlq's u ~ Jpca6c: 

that households should be able 10 occupy 
bou11na that meets wdl<nabll~ed (so
cial JCCtor) norms of adoquacy (liven 
household type and 111e) at a net n:nl 
whoch leaves them cnouah IIICIOmc 10 
live Oft wothout fall ina below some pov· 
c"y ltanclucl. (Oramlcy, 1990b, p. 16) 

8oth dcl\n11ions appear to conccovc of non. 
hooaona consumption as a mcnt JOOd.. 

That is, they appear to uy that then: os 
sorr.o quantity of non·houslna consump. 
!loa which society n:prds as a socially. 
dcslnblc minimum. Bnmley's definition 
delcribca this as a "poYCtty standardM. 
Madennan and Williams's discuSJCS it on 
terms or an Munreasoaabk burden'.' Both 
dc:6nitlons an: therefore concerned with 
tho notion of the opponunuy cott or 
housina. and dearly thos 11 the essence of 
the concept or a!Tordabllily: what hu to be 
rorc:aonc in order to obtain bousina and 
whether that which is forqone os reason· 
able or acasivc in some ICJ\JC. Both 
dcftftitiona an: also amcerned wtth the 
su.ndard of bousina mnsumpuon. Maden· 
nan and Williams speak of "tome aoven 
standard or hoosina" and Bramley of 
"social ICCIOr norms of adequacy" The 
concern with standards of houaina con· 
sul'\ption also tntplies that housona os a 
merit toOd in these de6niuont.. AhhouJ)o 11 
is sirld}y necessary only that non·housina 
be considered a merit aood to wamnt a 
socuol coneotrn with the aiTordaboloty of 
hotaina. any approach which docs not ta.ke 
houslna to be a merit &ood ia likely to be 
considered unreasonable 11ncc 11 or , loes 
that c-nn of people an: house leu, pro . owln& 
thc.ir COI\Sumploon of other aoods reaches 
al:CCJ)tablc l~ds, then: ,. no aiTordability 
problem. 

• 

c 

~----1~ 
~ 

""'"' I. A monlmAI dch1110n 0( aiTo...S.bobty 

Oivca Wonnatioo oo b- much bousona 
aod IIOD·bousina individuals are c:onsum· 
ina. tOJCihu wnb the -••ll~rablc 
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minimllm standards of conswnplioa oflhc 
two aoodS. 11 Ia postible to detennlne for 
aome of lhc population, those for whom 
a ffordabtlhy Ia a problem. f laure I ahoWJ 
combinations of quantities of hollWII (H ) 
and all other aoodS (Y) b:ula consum<e! by 
an Ind ividual. r" and Jr mart: the ao
cially-destrable mlllimum atandards or the 
IWO aoodJ dcl\ncd fa.- an iodividllll, alncc 
we miaht ellpcct r" aDd lr 10 v 10ry 
aocordlna 10 the air.e a nd composition of 
the bouadlold . Pohn E on \he dlaaram 
therefore indicatc.J tile conaumptlon 
btmdle about whidl afford.abUity Is con· 
cemcd. It ia poatible 10 say that conaump
tion patterns rel)f'CSentcd by Rqlon A are 
indicative of unaffordabilhy of bouJina: if 
in Ibis R~alon, point E is not even ,. 
consump11on pou lbillty. Convcndy, con· 
sumptlon in area 8 ia indicative o r afford· 
ability without any ambiaulty ainec the 
Individ ual as con~umina ad..qua tc q\llnll· 
lies of 'both aOOCIS. Areas C and D are milCh 
more probkmauc. In these rca•ons, the 
CO!l$Umer Ia consumina cnoua." or at leut 
One &ood. but tnsuffidcnt Of the Other, 
T huc: conaumption pallcma have a n11m· 
be r of poulblc causes which can be re
dllccd 10 mall~fl of peraonal choice a nd 
matten Of constraints fa d111 the CODIIII'I\Cr, 
In order to detcnnlnc whether indJvidlllls 
'" lhcsc aruJ ar~ wffcrina from problc.ms 
of llffordabtlity, funllu ln!o.-mation IS 
therefore rcq11lrcd abo11t tbcir prcfcrcncu 
and the opponuntlles they race. 

A conventional economic a nlli)'IIS would 
be 10 take the main constraint faclna 
individ11als 10 be thelr real income-i.e. 
money income in relation 10 lhc prices of 
aoods lllld .UVIOCS. Ass11m•na that the 
C011$Umer's real tncomc 11 Jllll ~ 
enou&h to allow btm 10 purchuc r" lllld 
H•, then bb aJtematlvc consumptlon pc»
sibilitlca may be represented by a budact 
connralnt aucb u FG in Fiaurc 2. The 
positlon of the budaet constraint Ia deter· 
mmcd by the consumcr'a money Income; 
Its slope by the relative prices of Y aDd H. 
Thill any cona\lmer wboac aa~t~l coo
sumplton 11 wllh ln lhe tbadcd area. but 

F1pn l. Al'ford&btlny Cor llft ln41'14ual <OOo 
Wrnct 

not on tb< hnc FG. cannot reach £ , ..... 
hb income and the rclallvr pn~s or lbt 
two aood•· llaecma reasonable therefore to 
dcltnc the two trianJ)ea r FE and I,.G£ u 
further areas of una fford&btlll y of houtlnc 
lndivldlllh whose conntmpt.on pattern it 
etthu on th< lin<, or tn the un~adcd 
pot\JODJ o( I RIS C l.nd D, Will be COnJum• 
ina too little o f ell her Y or II c tthcrthro•p 
choice or beau~ of some other, non
income corutraan\ on thclf choecct 

0 ... ... 
n...,.. l . At'ford&b~ny aa4 'pctVr n<' pnf" ........ 

It 11 tmponant 10 d illin&UIIh betv.ccft 
the two causes or undcrconsumpuon 1)(
cauac different wlieics may be appropnll< 
io dJffcrcnl cata. Fi&~~rc l ahows tit< 
preferences ard constnonu fac•na a co& 
aumet WbOSC lo<omc II JUII\Ctcnt tO put· 
~ r and Jr, b11t who prefers to 
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consume Y, and H, . This consumer would 
araue that the soctally-acceptable mini
mum nandard ofhouJta& is notatrwdable 
to hom bcc.awc iu opponuru~ in 
terms of forqone y " too crcat from bis 
own point of view. He i.J tess happy 11 £ 
than at £, , In o ther words. If tbere are no 
other ronmainu fac:in& him, then this is an 
ondoauon of 'pavenity' of prefcrcnc:a: 
r and H" •• a 'can pay, won't pay' 
combonauon •n this cue.. Possible policy 
tntcr enuons to onducc the consumption 
of the $0Ctally·appropriatc bundle ofaoods 
lnc1ude penuasoon (advenisln&), some 
supplcmcnll, prk c subsidies or pbyaical 
sllocouon of t he appropriue quantities of 
the aoods. If the consumer were simply 
allocated H" housina. however, wuh no 
price or income aubsldy. it iali kdy that he 
would try to r.et round the problel" of his. 
houtina beina uuiTordable from this point 
of •lew. by sub-leu ina pan of his house or 
allowona rent arrears to ac:cumulatc, or 
somply abscondona to the private sector, 
where chooccs arc less ronstratncd. Allo· 
cated hou1ina would therefore either have 
to be subsidised or checks made to ensure 
that no sub·lculna takes place. It is dear, 
however. that dellnouons of a!Tordabilily 
mu\1 d •slln&uosh between tbe inc:i•idual'• 
conctpllon of what " and u not affordable, 
and socicty'sJudaemcnt. Consume.rs' opin
IOn\ on the d~Oiculty they have in meet ina 
houstna costs arc of liltle value for polic:y
makona on the or own of polic:y-maken have 
•lrudy decided that dtbcr nof>ollousina 
&oods or houotna or botb are mcri t aoocb. 

So far. the analy5a bave been prcscnted 
IS of 11 weJc posJOble for consumers to vary 
the quantity o f housona they consume by 
•cry smaU amoun11. In practice, the oppor• 
tunoties for doiDJ tnis m.y be very few. 
There arc in<llvillbohties in tbe oonsump
toon of houuna. ttnaiA quantities m.y 
limply not be &Vltlable. If this b the c:ue, 
then consumers may simply not be able 10 
•cadi £. th~ aodally-acc:eptablc consump
tion bunllk, or even £ 1, their optimum. In 
••<h ca-. tbc appropnate policy rcaponse 
ntl~ be eothcr to remove or talC lhcae 

COOJtraints, or to aettpt that wh4t os 
10Cially.ac:ceptablc is consumptoon of e21 
leo.st H", and tbattnoomc supplements or 
price subsidies will be required even for 
lboR whose inoome is apparently larae 
enouJb to afford both l"' and H". TheK 
are C&#S where unafTordabthty is due 10 
the prcscncc of an additional non-moo me 
oonstrainL Therefore: 10 determine whoc h 
arou~ arc: suJTerina from unaffordabohty 
amana those whose IOCOme II sufficient IO 
purtbasc l"' and H", but who are not 
actually consumlna these quan tities, re
quires separatin& those witb 'perverse' 
pJ'd'erc:nces from those with other, 
noo-income oonstraonts. Th11 would be 
vinually imposs1ble. However, the more 
penruive one believes these non-income 
constrainll to be, the Jrrater the proper· 
lion of those who .. actual con•umptlon is 
in area C or D, but outwllh the tnanate oro. s.hould be allocated to the 'unafl'or· 
dable' cateaory. 1\ &00<1 cu mplc of thu c 
cases is to be found woth respect to the 
system of propeny rates. It wa• oncn 
araucd that the rates syotem wu unfair 
because there: were people h•ina '" lal"'e 
hoU>CS facina hish rates demands. bul "'ho 
had low cash oncomes Such people-rn n· 
c:ipally dderly widows, li~•na on the or .,. 
ily bomn, woth no ouutandona morraaae 
debt, occupyin& hous.cs rather leracr than 
H"-faud hish riiCJ bills. However, the 
incomes or such aroups were onen sma ll 
and thus they co~tld not ' alford' to pey 
tbelr rates bills.. These arc clearty uamplu 
of individuals in area C . They may be able 
10 ftnd tbe income of they reduced the or 
housina oonwmptton, bu1 this may not be 
possible due to emotional auachmcnu to 
tbc family home or tbe u ntcncc o r impcr· 
feet capital marktu.. Opponenu or the 
rates I)'Jiem retied heaVIly on tbll type of 
affonlabllily lf'IUIDcDt . 

So (ar, it bas becD concluded that these 
oooccpu of afTordability arc: all concerned 
with opponuoily-cost: how much oncome 
bu 10 be a;iven up 10 consume H". or how 
much bousina bu 10 be uc:rillccd to 
OOCliUlDC M The defuuuoa represented 111 
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Fiaun: I may be ~prdcd as mlnimalut 
an~ likely to have few, If any, diuc nten. 
u .. na other dc!nhlou bril\ll whh il oome 
Pf11CIIcal problema. Conftnln! unaJTord· 
ability to the trianaJe n:pi'Ciellted by the 
~u~mer'a budaet conatn.int (Fi.aun: 2) 
tmpiiCl dthu auumina that all consumen 
race the same relative pric:Q or hoiUlna 
a~ other aooc1s. or du deturninina the 
pnc:u wlllcll may be Cac:cd by cadi indiv'i· 
~u.t.l. . II ia Cle11ainly biahly lilctly that 
individuals rae. dd'funt bousina pnces 
bttlusc the houaln& aystem b (ar (rom 
perfcc:lly co.mpetnlvc. Bccauae or the 
pra~:tic:al dilllcultla of dlscntanalina th< 
vanous imJ)IIcta of d iiTen:nceJ in relative 
Prices. income aa4 non-income CODJlflllnll 
and conaumer taste, It miaht be araued lhat 
a broader dcftnillon of unatrordability 
should be UJed. lncludina enyone who is 
not actually consum.na ,... end II" in the 
<lass of thos.: eapcritndna u~~atrordablc 
housin.a (Fi&urt <4) wlll inc~UJC the siu of 
the class CODJkkrably. H~vcr, lllis very 
broad ddniuon b likely to lllfliCI criti· 
a sm beauu 11 includa aome tndtvtduab 
who could alford to consume 1r 1nd ,... 
but c:hoose nol to. The pr~e~ical problem is 
to detcrmint whidJ tndovicluals this ap.. 
plia to. Tht solutJon m1y be to c:cue to 
consider aiTordabihry •• 1 d oc:hotomous 
concept, and to aa:ept that there are more 
dofficult c:aJCS wllich corulltulc shldCJ of 
SI'CY· 

f 
i 

-. 
Flpn • · A brooder .Scflnhlon of l lrOnlabiJJiy. 

Rallo Mcuuru 

Ahhou&h lhe ddinhlons of Macltnnon 
WllliarnJ a nd Bramley are useful 

pointS in undentar~dina tb,cc~~~~~~~~ 
il\ll of til< conccp1 o r 11 
piiQi«, both authorJ UJC ntiiO UCilftlliiO• 

~ notlo de!nillon of alfordabilhy, 11 
pv<n 1<1 of relatove prlcu of Y and If 
be lq)I'C:SCQtcd u a flly lhrou&h tbt ' 
of Fi&un: S, suc:h u OJ. Tht lloiJ< 
ray dtSJ<IIds on both the spccofled 
housina com to income 1nd lht 
~rica of the two I(IOds An y 
line ~pn:aenu combi n.ations 
COlis rela1ive to incomes wh ich 
to the lai'Jel notlo. Any pooont l bovc 
~P~nu a r11io of housina -~~ 
oncomn below the prCJCribed level 
indicative that lloustna. costs •~ 
'uCCJsive burden' on Incomes. Any 
below 11 representS 1 rauo in «cess 
'reasonable burden' and prooflhat 
COstS a~ unlfTOrdable, In tht ttrms O( 

ddlnilion. In ord<r 10 mlltt eornp;an1011j 
bct~n tllis deftnrllon , 1nd 1h01< 
cussed above. the rauo hnt hu 
c:hoscn u thl t whoc:h would pus 
point £ . rcpracntina consumpuon 
,... end Jr It 1.1 ~ow poo lc to 
IQIICII R1,... tn I nouo d.:nnHoon of 
abtllty. 

At levels of money Income leu than 
n:praaued by tile hoc FG on Foaurc 
fllt io dd initlon dcfinu area Of'G os 
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uve of afforda.bilhy of houslna. But II hu already been Ul\lcd above thal, if society os concerned about conaumen achlcvlna a mmimu m llllldard or consump~ion of both housina ard non-houJina aooda and w.rvica. thea COMUmptio41 pancrns in !his area are indicative of una.JTordability, be· cause they tnvolve the consumpllon of etther in.sufficient houtina and non·housina. or the consumption of tnsufftcient bousina. There an: other problems. The uJUhadcd portion of rqion 0 In F'11urc 2 bas been araucd to require further Information about pn:fci'C.IIC:Q and constraint before h can be detcnnined whether con· sumpuon In this area 11 ut1a1Tordablc. However, the ratio dclln ihon clastil\ca thls area u unambiauoualy a.JTordablc. 
There arc limUa r dusificatlon diffct· cnca on th~ Olhu Pdc of the line. The unshadcd ponion of area C In Fiaun: 2 "'pracnu anoth10r amblauoua area on other dcfinilioot of affordabilhy. How· ever, the NFHA/Maclcnnan and W111ia ms definition dassil\es this as beon& In the unaffordablc rcpon. The rauo dc6nltion aiJO cJas:silies consumpdon in rcaion 8 below 11\e ray OH u beina evidence of uruaffordabtlhy of houslna. However. people tn thi1 rtiJOD arc consumtna more than the minimum standardJ of housina and non·hourina which, on all the other dc6nitioou. Is proof of a ffordability. The PtObtcm arises botausc a rallo ddlnhion says notbina about wbat mlaht be an SCOCptablc oppottunity<OSI of thai wbic:h ia beina consumed. Any statement about a.ITordabtbty hat _ ,;.uy to be a state

ment about opportunhy-cosL If the lUIIe "'l$bes to take a view about the a.JTordebtliry or boutloa. iheo h hu 10 spccl(y 
""'" OPpOrtunity-cost it COMidcn CJI<lasive, The value or the forqooe aoods a nd 
~Cnnccs ia mcasund in tcnru their toll! COst. and not in terms of lhc frxtton of eo.tsumcn' inc:omca absorbed. It tbcrcfon makes II tile ~enM 10 dcAAc aiJordabUity In tcnns of the ratio or bouPJI& eot~s to 'IICOrnes 1f It Is believed that opportuohy
Q)It 11 1mponant. In a rallo c1ellnltlon, It Is 
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possible for inc1lvlduals to be coruum•na very htUe of either housina or other aoods a nd for their ho111in' costs still to be considered affordable (sec also Maclennan, O lbb and More. 1990). ln order to tllustratc the differcncn between the ratio dcJinitloOJ and the othcn, it Is uadul to consider the cues of individuals whose conaumptlon patterns arc n:pi'CSCII ted by points x a nd yon Flaurc , , lndtvlduals at x an: upcriencina a ffordable bowlna on a ratio dcllnotoon. HowcVC1', they aR conJiunina leu than :lie sodaUy-acapllblc minimum nandards of consumpllon of both housina and other aoods On the other hand, individuab consumlna at y would be judaed 10 be upcriencma una I· fordable housina costs on a ratoo deAni· don, and hence be an object or toe1al concern. Any yet, these individuals arc unambiauously better-off than those at y1n that they arc consumina more of both hous ina and other aoods and 5ervicu TheK tndtvoduals ore also consum1n1 more than )'- and lr 

Of'lklal I>cllnhlorta 
Tbc concepts of aiTordabllhy reprocnted by the Britilh soc1al secur~ty and H o ualna Bcllcllt system an also be analysed in the terrns just diJCUSscd. The lncome.Supponscalc flitS could be araued 10 c:onslltulc • 'povctty allndard' for the consumption of olher aoods and scrvtca. lincc the housina cosu or those on 1 ncome Support arc met by Housina Benefit. Howcvu, the Housin& Benefit system docs not act down mino· mum nandarda of hous•na cortsum phon. Hous•111 lkllcJII is no1 a housina polley, but rather I part Of the SOCial ICCUMI) ayalcm, and ownen n:cclve ver; lhtle aupp0n from the Housina BcncJit aystcm for their ~oustna COlla, unless they are tn rcocipt of Uncmplo)'Uient Bcllcllu, or otbeT nate bcnmls Wbat the Ho usina BcDc6t system does do is 10 provide for the questlonnlna of uceulve houslna cosu for the lloccls of the household, either becaus-e of hl&h cosu per unu of hou1ina ~~ervicc 
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beina conwmcd, or throuab over-con· 
sumption of housina. The Implied dcftnl· 
tion ofunatrordability repreacntcd by this 
system Is sllown u a abadcd rccunaJe In 
F"urc 6. where H_ represents tbc polnt 
at which the state consickn ucuslvc 
consumption of bo111lna Is readied. 

F'lpro 6. 'Ofllciar ddntllon or all'ordablhly. 

II iJ intetullll& 10 compere the aroupa 
hkcly 10 be caperic.ncina uD&ITordable 
housina oo the Implied official ddlntuon 
with Ue rather IDOR lltftctO\IS dd\nition of 
Ftaure 4, Tbe 6n1 point Of COniiUt ll tbal 
the state'• definition implies that a nyone 
co~uutntna more than H.., but leu 11\an 
.-. W®lcl be rcprdcd u upcrienc•na 
affordable ~ina. wludl dtffen from the 
definition sugcstcd by fiJIIrC 4, and tn 
practice, this Is liltcly to be the area tn 
which many would arauc that afford&bllhy 
problems ca isl. The only people likely 10 
be In lhia rcaion an: those not on Income 
Suppon. but who either tbrouab choice or 
tbrou&h IOatc noo-income corutraiol arc 
'ovcr-coosumina' ho111ina- They covld be 
tn receipt of flousln& Bendt, altbollab 
Housinc Benefit w.U not be mccllft& their 
full houslllC costs. The elderly w1d~ for 
whom the poll w wu Introduced are 
Ukcly 10 be in Ibis area. 

U, notwithsuDdJna ~ olllcW dc6nilioo 
of u.affordable boiWoa. il were araucd 
11\at the de6nition oiTcrcd by F~re 4 wu 
more appropriate, th&o lhoiC couumlna 
more than .-. but leas than JfO sb011ld be 

added 11110 the total. Pc:opk occupytna this 
n:aion may be under<Onsumlna hot~~tn1 
in order 10 have a hiab« standard of non. 
housina c:onaumpuon. Most of th.,e In 
thu area are likely to be in the owner· 
occupied or pnvate-n:nted ~«tor, since 
they ~vc more o pponunmca to adJwt 
their consumption of bousina bdo ... t,., 
than do tenants of torial-tce~or landlordL 
II could be ltJUcd 11\al tcn&Dts of IOCI&I. 
sector landlords are alloc&ted h0\lt tn1 
whtch 11 of the soctally·ac:nplablc mini
mum standard, and 10 aU wt ll be 10 the 
riabt of the vcrtJcal hne 11 Jr. Those not 
on ln<:Ome Suppon may find that lhttr 
houslna cosu leave them with ku lhan I"' 
10 live on. and may therdorc be capcnenc· 
'"' unaffordabilhy on both deftnlltOnL 
For social-rented lenaniS on I 00 per cent 
Housina Benefit, housina cosu arc not 
really a problem, 11ncc mcctin• them hu 
no opponunhy con tn tcnns of Y-con· 
tYmpt ion (CK thb IJOUp. TbOK on Income 
Suppon, unlcas there is 1 problem wtth 
take-up or benefit, should also 1\a'e suflict· 
cnl tncome 10 allow them to purchuc I"' 
and 1r tf 1hey arc social·scctor tenanu, 
proV'Idtna they arc not homeless pet sons 
temporarily housed tn bcd-and-brukr .. l 
accommodAtion, which 1«"'1 by common 
JUd&ement 10 be o r I lOw< tandard lltll 
what IIOClcty con>idcn Jr. 

The Housma Benefit and Income Sup
pon systems tOSethcr, then, efTCCit>'cly 
treat hoiiSina C0$1 u an llem or e•pcndl· 
lure about which the consumer has hnle 
dtoic:c. II Is also wonb notlna that thh 
dcflntuon on Its own docs not treat hous
lnau a mcnt aood. It i1 only the au ndards 
&el by social·scctor landlords whtch render 
boustn& a men I &ood for rh~ir l~nonts 

Muurifta Afrordablllry 

To cumtne the prevalence of unafford· 
ability of houuna. four ddni11ona of 
affordabiluy arc uttli.aed. On a m ona teal• 
of atncrosity til..., arc: 

IH/utillol'! 1: A 'mlnimah$1' dcllnti!On. 
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aow Travd-to-Worlc Area (TTWA) be 
tween July 1918 and June 1989. The 

/)(finitlott 1: The 'official ' definition, cor
rnpOndin& 10 fi&ure 6. Ho.Wna ia un
all'ordable if: 

Jutvcy wu aorroed ou1 u pan of 1hc 
(I) Josq>h Rowntrcc f oundllion'• pro

aramme or reJUrdl into llousina Roancc 
and houJin& sub•idies. In lbc O luaow 
TTW A lhe tuNC) had a IUpOIUC RIC of 
66 per «nl. and ob111ned 1nformauon 

(2) from 1564 boulln& aroups on Income•. 
houlina COJla., housina quality a nd house· 
hold arcunu11nca. A dcta.aled lcchmcal 
description of the A mplina frame a nd 
queulonnain: is publlahed separately 
(Prc:scon.Oarlce, 1990). Because of non· 

Df/lmll011 J: A raidual income ddinllion 
"'''" a raininwm n andard of housana 
conJumplion eorrcapOndin& 10 fiturc 4. 
Hout•na u unaffordable if! 

M - P'H<I'' 'r or 
M - PtY<P•If", Y> l'" 

responJC bw , muluple dwdUna uniuatan 
addreJI and muhlplc houslna aroup> at • 

( l ) dweJUna u.nlt, ruuhJ hJve bcell re· 
wciabted. The quallly or lhe lUN ey data 
varied aCCIOrdona 10 questions. The ~or 
deficiency appean 10 be In the income 
dall. Only a ma.umum of 868 reaponiCS 
-i.e. H 8 per eenl-~re usable '" any 
analylll lnvolvina incomes. Owner-occu· 
piers were wont·affccted, and 1he upper 
end or lhe Income dutnbuUOn appean 10 
be leu rehable 1han rc•ullS from I he lower 
end. However,the maln focuJ nf concern u 
the lowu reachea O( lhc lftCOffiC dmnbu• 

D(/mt/1011 • : A more F"UOUI vcnion or 
1hc ddinnlon eonap0nd1n1 10 Ficurc 4, 
where /'1 )'" Is se1 11 140 per «nl of lhe 
Income Supp0n applicable amounts. 
.,.h,ch 1s a liaure augnlcd by some re· 
searchers (see for e.umple, Church of 
Scolland, 1981) u proVldin& a more 
acceplable mmomal income allu houStna 
<OilS arc dcduacd. llouslna Is unafford
ablc if: 

M-P'H</'1 )'"• or 
M - P•Y<P•If", Y> Y .. 

uon 1n 1hi1 paper, and .o 1h11 is • ol a 
(<4) ~eriouJ eoneem Owner-oc:x.upier 1. mes 

dall bavc been re-wciahlcd 10 lake -ounl 
of lhe dlf!'cretlllally•Jow l'CipODW: <ale. 

"'here r-• Ia lhe a mount or aoocb wiUch 
can be bouahl 11 140 per ccnl of lhe 
Income SuppOn applicable amount, M is 
•he oncomc orlhc COIISWDu,l'' ls the pncc 
per unh ofho.Wna servio:a, H the quantity 
or housin& ICfVita consumed and /'' 11 lhc 
Puce of all olbcr &QOda. In all c:ua il is 
114Wned 111&1 P' and /'1 are COMIIJIIICJ'OA 
1nd1vidual1. This meanJ lbal il is pou1ble 
lo analyse expenditures la order 10 make 
•nfarc.ncu abou1 ,.r;.tions Ia lhe qUIJIIi• 
""of Y ud H amona indiv1duala. 

Do to 

Evidence on the prevalence of the afford· 
lbtllly, or olherwilc, of houtlna aCCIOrdlna 
lo lllc:w ddhuuonJ are plhered from a 
llou~ehold aurvey earried ou1 In lhe OW. 

Five measurement tuues remain. Fln1, 
wbal 11 the appropnate unn of houslna 
consumption (lhe tndiY'Idual, household, 
wt uoil, hou1inaaroup, etc)? Secondly, the 
analyseJ 10 far have aU been conducted jn 
letml Of an tndJ VtduaJ, fO Whll I«<Uftl 
Jbould be liken of dtffcrcnt hOUJ•na and 
non-bouliot needs of different liz.es and 
eompoddons of hou\dlolds (or houlna aroupa. or wtunevcrYI Thirdly, how should 
Income be mcaaurcd? And, founhly, bow 
abould houJin& coJIS be measuml? Finally, 
how may Jr and H_. be detum1nc:d? 

Tltr Uttlt qJ Att41ysu 
The definition or lhe appropriate UNI of 
analys11 11 by no mearu obvlo•u or 
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sualalnforward. Mosc economic analysts 
beaitu from the point or view of the 
hoiiSC:hold belna the appropriate unit. But 
households can be, especially these da)'l, 
quite complicated housina and Income· 
sbarina arn•menl$, and It Ia d lt'lleuh to 
lmow bow ft.r h is appropriate or even 
fcuible to <11qulre into thae In onlcr to 
deten:ninc the dqrcc or lncom~na. 
Probably the most pmralent problem con· 
«ms 14ult chilcl.rc:n hv.na tn the parental 
home. I! these arc CO<lSlda"cd to be boar· 
ders or Jodaen, thea h could be at~uod that 
the:lr rcsowus should not be counted u 
pan or the ruourcxs or the principal part 
or the household, but presumably then the 
houslna costs UIOC!atod with the adult 
child should be dbc:ouoted In the afford•· 
biUty calculation relatlna to the main 
hou sehold. Effectively, the question con· 
ccnu whether aduh children should be 
considered separate ••ouslna units. In the 
research rcpomd hen:. the approach 
adopted was that houalna VOUPI were 
taken to be the unit or a nal )'lis. A princi~ 
hou:sina poup is cffcc11vcly defined u: 

Any adwt (over 16) who is named on a 
ulfc decxl or a rental contract, IO&ether 
wtth any ot.ba adult lmnaattbe address 
to whom they arc ctther mamed or with 
whom they arc 'hvina u matTICd'. 
(Hancock. 1990, p. 1•) 

Thi~ was modjfted sllahtly so tha t the 
ho,.sina aroup concept ddincs employed 
ad ult children livinJ with their partnl$ u a 
separate unit or analys11 (Hancock tl al .. 
19901), butlndudes 1dult children who arc 
unem ployed or in full-t ime educa tion u 
depcndenu or tbc principal houalna aroup 
Pan of the rqson for adopllna the hotu ina 
aroup u the unit or analys11 Is praamatic: 
it reduces the number of people who have 
to be interviewed about their incomes 
-which is a subject oo wbicb, ill any cue, 
11 ts difficult to obtain aocJUatc inronna
uon. It aboald be dear from the above 
de&cution !b41 oUlu 111 1111$ who do not 
bavc: fonnal boarder « loclfcr status arc 
deemed to be separate dccision.unlta and 

crrccuvcly d isappear from the anatym In 
the household survey whtch formed the 
co~ data for the research, no • ncomc data 
were collected on what may be callto~ 
informal boarders and lod&e~. ahhouah 
their numbers and aacs a.rc known In 
some W11)'1, thts b a little unronunatt, 
since it means that questions ofafforc1abil· 
ity and access to housina from these 
potentiaUy-iodcP<tldcnt houwna aroupS 
cannot be euminecl. Howcvcr.the anal)'lt
cal usefulness of the hOUSIIII -tfOUp I)OQ. 

c:cpt a that 11 Is the core ho u11na aroup 
maldna the lona·Nn hou•in&·lnvcllment 
dcculons whtch b the rocu1. The dtciiiOn· 
makers a rc assu med to take tnto llttOILnt 
the total number or consumcra hkcly 10 be 
ltvina with them when dctetTno n•n& tht 
seale of the in vestment decl11on. However, 
the resources from which thc-y anucopate 
flnancina the invutment arc prnumt d to 
tncludc only their own Income plus any 
contribu tion or rent from non-dependent, 
non-housioa aroup. household membcn 

M~il.S"Tl"l Raowrn 

Some of the debates about the mcaJure· 
mcnt or arrordabtllly havr: oonccme<1 the 
appropn a\C mcaJurr: of t~· ~rcn oflhc 
housina VOUP ror .._ ,;Jit, should tn· 
come be aross or net o f taut ion? And "'hlt 
l~Unl showd be taken of Ructualtn& 
tncomes? EconomiC theory lfiUC5 the 
merits or a vr:ry broad co nceptoon of 
Income, which includes non·pe~unta l) tn· 
comes and ellpccted future lncomu a1 
w~lt. The most oomprehcnslv-e definitions 
of tncomc, 1uch 11 the lifet ime consump· 
lion opponunlty set (Atktnsol\ and Sto&htt. 
1980), contain considerable meuurcmtnt 
problems. The tint problem is thai or 
unobservable Items or lftQQmt-Le the 
h ems which mNncc a n tndividual's con· 
surnpltoo opportunities, !Kit wtudt arc not 
obtained or eschanaed tbrouJh the market 
Uorcallscd capital pins and Imputed rcnu 
l TC probably Ill· most imporunt ilc:ms tn 
this clau conneC'Icd wnh hou.s•na. but lh< 
values of leisure and DIY lC'IIvhtes arc 
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abo tmpenant so urea of real income, and 
often dtfl'lcwt to quantify. Anotbu prob
lem wtlb meawrca or Jona-n~a i.ocomc 
concvn• impcrlCCI c:apotal marltcu. 

It miaht be ara~ that a measutc or 
income akin to Friedman'• permanent 
1ncome 11 particularly approprl.atc to bola
'"'demand. cspcaally bousina inYC~UMDt 
dccuJOn>. Tltc basic Idea here Is t.ba1, It 
the.~ '' no bcqucat motive, lbca OYU u 
ondlvtdual's Ufet ime, pen:nancnt income 
wtll be the - u pennaMAt COIUW'Dp
tion. Stott consumption C&D be mcamred 
by caiiCIId•t~re. would il not be better ID 
look at C\lrn:nt houKhold Cl\PCndh~.~tc~ u 
an 1ndlcation or the level or hOUJin& COlli 
that could be sustained in lhc: lona ruo?lo 
othtr word>. mlaht 11 not be bette. ID look 
at hou>ina eosts In relation to tbe total 
c.pcndltures or the houslna unit? The 
matn problems w11h uslnacurrcnt capendi· 
tures as a mcuurc or housdtold resources 
II I hat O( txJ)CCIIIOOftl which turn out to be 
wrana. Eapcndhuru renee~ both C\lrrtot 
and cx()Cctcd future incomes. and Cllpccta· 
uons can be wrona. It may also be that 
people arc myopic about the future and 
undcnalte 'too much' debt tn order to 
~nence curm.t upcnditurn. Thus, capen· 
diturcs. allhouah a beuer au ide toupcc~cd 
1ncomes ovtr the lona term than a bousina 
r;roup's C\lrK111 mcuutcd inClOmc, C&D 
thcmw:lves be problematic. It seems quilc 
hkrly that problems of myopia, d ifl'lcullies 
created by unfulfilled upCC~ations and 
acccu to c:apttal markets on unfavourable 
terms arc: more hkdyto be apcricnttd by 
thow: for wbom housioa a1fordability II 
most problem.alie. It scam reasonable to 
adopt a mruure or rcsourc:a, lh=forc, 
"'Mn c:umiatn& aftonlabtlity 'lllhicb -
~Y rdlecu lh~ a bill tics ol low-income 
nmcn to meet boutina COliS. Acconliaaly 
therefore, it ~<:~ms most approprl.atc to 
tAam ln~ the current annual mocclar)' Ia· 
eom~ or the houstna &rOUP u lbc inda or 
abohty to s-J for housinJ. 

There rc.malos the qucslloo of cues and 
btncftu. II is a better measure of a bousina 
&roup's rcsoun:n 10 cum inc their inClOmcs 

al\er National Insurance and income taus 
have bccc deducted and aner state bene61J 
have bccc added. But wbat about the pelt 
tu? In the period dunna w!licb the house
bold survey wu carried out, the ra1ca 
c:ithcr still a isted or were usumcd ttlli to 
ailt in th~ survey questions. However, 
a:l\cr it came tnto for«, the poll cu lhol;ld 
dearly be dedua ed from the hou.ina 
aroup's income in order to obtain a mea
sure of net dispoublc tnClOmc. Housina 
Balcflt, altbouah 11 may be araued to be 
part or \be system of tncomc suppen and 
thettfore should be added to oncome, ll 
me~« approprietely rcprdcd u a housina 
sublidy and lbcrc(or~ best subtracted from 
bouslaa costs. Thll •• beau~<: Housina 
8c:Ddlt Is a tied benefit: r«cipt is COnlon· 
acot on the con1umption of housina Kt· 
vi= and rcc;lpienu arc not free to spend 
the money on other h ems. Therefore, 
Housina Bene tit is best treated as a subsidy 
beca\ll. h a.het$ lhe tc.1ative pnce o r 
bousin& services for rec:tpicnt households. 

Df/J,~n(rt ~t .. an Hoii.J~holds 
A simple caaminauon of doftercn •• tn 
resiliual incom« between houstna aroups 
is &II inadequate JUtde 10 differences In the 
affordabllity of housona bcc:auK the valu~ 
or )'9 and lr will vary accordina to the llU 
a.od aae-consumpuon or the bousona 
aroup: la,.u households need laracr 
housCI and biau oncomes to achieve the 
same wdfarc :u smaller ones. And 11 It 
iocomc tn relaiJOD tO the n«cb O( the 
bouslna &rOUP whteh aovems affordabthty. 
A primary determinant o( the tout needs or lbc h~siD& aroup is obviously the 
IIWDbct O( people It cctlt&U:IS TltUJ tt is 
possible to malte a crude ~uJlmcnt ror 
diffcrmces Ia the siu o( boustlll &rOUP by 
workina with incoMe per head. However. 
this oqiCCIS two imponant soun:u of real 
iocomc d ifTcrentt betwt:CA dtftcrcnt typa 
or bouslna VOUP· 

The fint source of diltt<rence lies In 
dift'en:nt COIU for di1fetent typcs o(indlvi• 
dual. Thus h ClOitaleu to feed a child than 
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TaW. I. EqwnlcMz ocala lmplicoton 1911119 Income Suppon ntco 

011C odllli...,..S 1&-14, oo chi14m~ 
0oc ptnOD.IIIIIkr II tir doaiblt) 

M Lone puu1., •ndcr II 
One od~ll • ..-1 o--cr 2•. no chlldnn 

or Lone parent, over II 
C4uplc.. bcXh IIDikr II (lhtlalble) 
Couple. Ill lcul ...,. o..,. II 

+cadi child under I I 

0.11 

on 
100 
1. 16 
IH 

+Ckll c!lild 11-15 
+ acb cbild. I '-11 
+cadi dlild. IH 

+0 32 
+0•1 
•o.n 
+0 11 

S<~wtr. C!ntd l'o¥cny AaJoD o-p. 1919. 

an adult. So, a he coat or achlevlna a aiven 
level or uailhy will be lower for a hoUJina 
aroup or awo aduh.s and awo children than 
11 would for one consistln& or four adulta. 
The second .sounx of difference Uc.s In lhc 
possobihly or JC&Ie cconomlc.s or jol'\t 
consumption or hou.sina or other scr· 
voc:c.s-<:.a. of a balllroom, a lclcvhlon or a 
wuhina machine-which arc pauibk for 
muhi..tduh housel\ol4s.. Tbc approacb 
therefore ~£, alven infoTmation aboul lhc 
o.um~ or people livioa in the houl ina 
croup, toacther wilh the numben and qcs 
of dependcnl children, to c:.siC\IIaiC llle 
number or 'equovalenl adults' contained 
Willi In each houaina aroup aod 10 worlc 
willl mcasura or rcsourt:es per equivalent 
aduh' The lncome.Suppon.-Jc ralet 
have embedded within !bun 1.bc aovem· 
mc:na·a •mplial income.cqutvalence lc:.sla, 
Sin« different lc:.sle raltl arc payable for 
children or different ...,. and for adults 
shanna. The lc:.sles cmbcd4cd In 1lle pro
vall loa lncome-Suppon l)'ltem have been 
used 10 adj uat ahe lncomu or llle boulina 
arouJI)I on the household l\lrw>y. Their 
valuu arc aivcn in Table I. It abould be 
apparcnl that a ~ advanii&C or uslna 
Ul()()lfte per equivalent adult is that clllrer· 
ent bouseliOid.s cu be compared more 
cauly. 

Since laracr housi.aa aroupa tend 10 be 
those w1th hlahtr Incomes, adiUJtina oct 

Incomes for a he number of aduh-equova
lents c:onaained In each housina aroup has 
llle e.ffec:t or maklna tho dimibulion or 
inc:omu, and conotquenlly oi tt~idual 
Incomes, appear leu unequal lhan the 
diJtribution of unldJ"!'tcd oncomcs. lnttr• 
tenure doffercn~es on avera1e •n<:omcs Itt 
abo smaller once adjusted for doffcrenccs 
In equivalent adults per bousona aroup. 
Table 2 shows 1he avena• onc:ome per 
houlina aroup, the averqc I ome per 
aduiH:qulvalent and lhe aver••• number 
or aduh-equinlcnll per houaina aroup In 
lhc Oluaow case-tludy. Sinc:e owner· 
oc:c:upicn have laraer households. lllc ad· 
ju11mcn1 for equovalc,nt adulll reduces the 
dJfferc:nocs beawcen the mean Incomes or 
o""'cn and rcnlcrs 

Meo.Jura o/lltW.Jolll Cost 
Much of tbe affordab1h1y lhcrnurc cOnJo· 
den the measurcmenl ofhousona c:osu(s« 
MaclcnD&D, Olbb and More, 1990). In the 
~nted &eaor, the \Oial eost of houslna oi 
more than simply rcnl payments, since 
arauably the ratca-now tcmporanly reo 
pla«d by abc poll w, wbicb Is nola u• ?n 
hotain&-d llle OOfl Of m1nor rcpaors 
nccdcd 10 maullatn Ill bouJC abould be 
indudcd.. Bul where should lhe line be 
dt'IWII? What • bout heaun& c:osts? And 
coii\Jrul1l.Qa com? In tho preset~t case. 
alncc - have already araued lhll the 
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l ncome-Suppon scale could be thouaht of 
as buyina certain 'soclally-druc<l' buk 
ncceuities, we can ianOt'C fuel and travel 
cosu. There may nUl be cenaln ilems 
included in renlll payments which may be 
&fiUed 10 be paymcnll for items whieb it is 
not striC'IIy conca 10 call bousina services, 
such as payment for meals, and for dean· 
ina or common stain, for enmple. These 
.11re ucluded from the calculation or bOU$
ina <OSU. 

Tbe calculation o r housina COilS for the 
rented sector is comparatively almplc and 
commands much more aarecmcnt than 
calculations or owncr-oc:cup.icn' boudr~a 
COSlS.. Some disaassions Of aJJord.abUily lD 

the owner-occupied sector, or wilh the 
ability of rcnterJ to bccom~ ownen arc 
rcaUy concerned with loan potential-i.e. 
WJth the size of mortaaac which wuld be 
obtained, &ivcn the incomes of the main 
waae·urner. This relics on builcllna socie
ties or customen bei111 the j ud&es or 
afrordabilily or loans. HoweYC1', It Is not 
always clear that it 11 bchcvcd lhat this is 
done wdl , since such meuum fall to take 
anto account residual Incomes, and the 
cfrec1s or chanaes in interest 111tcs on 
afrordsbilily. Other mcasum sometimcs 
uxd, as mentioned in the introduction, arc 
measures Of the financial COSlS of OWninC a 
house. In other words, housina cons a.rc 
counted ._, the sum or monpae rcp&y
meots after deduction or monaaac-intctat 
tu relief, local propeny taxes, rcpain and 
maintenance, and any factor's characa 
wbich may be payable. Whilst this may be 
lfllled to pvc a &ood indication or the 
doon-run cosu of owncnbip, it is not an 
indication or the lona·run ability or own en 
to finanee owne.r-occup•tion. The main 
rusons for this arc that, 6rst, sllCb mea
sures fai l to take into accowu the opportU· 
nity-<:ost of the owner's equity. The second 
concern about cash-now meuurcs ofhoU$
•na costs for own en i1 that they fall to t.alce 
into account tbe benefit of capital aains In 
rcducina the oost or ownership. 

In theory, the housina costs of owncr
occupien 1hculo be measured by lite user-

COSt, wbi.ch takes th~ opponunity-cost of 
equity, depreciation and the dfect of npi. 
tal pilu into account, In addition to the 
mortpa.r re.p.aymenu. local prope-rty ll.ac1 
llnd the malnteoar.x or the property, 
However, if the ton& run measure o f how
inc costs is talten, th n for consistency. •~ 
should • lona·run or tncome. On the Other 
hand, if it i1 araued that unrcaliscd capittl 
aains arc not very u eful ln roducina the 
cash COStS Of owtltt>bip, Or that hOIIlll\1 
&na_nce markcu arc Imperfect and do n01 
provide facilities for frequent equity whh· 
drtlwal, then, once apin. it maaln be 
LI'JUed that immcd aate caslt COSLJ or 
ownership a_rc a bc11er auide co afford
abillty. EssentlaUy, one is raced once •PJn 
with the queacion of what afrordabality is 
conoemed with. Is it a measure which 
talces IICOOunt of euh·Row, or 11 n a 
mcasun: which should be contcmed wnb 
lona-run viability? If h is araued that 
affordabilhy should be conoen>ed wrth the 
liquidity positions ol households, arc "'e 
then admittin&that c rpllal nurket fa tlurc 
or imperfcctiont arc the reason for state 
intervention, rather than housln& prob· 
lems, ~ stfl 

D"umlnatlon of H • nnd H..., 

Jt is no 1 easy lO t ctcrmine what the 
socially.accepted minimum uandard or 
bousina con>umptlon maaht be. The um· 
plat idea is co adopt the Census dcfina uon 
or overcrowd!na. whach admittedly cap· 
lures onlr one dimensoon ofche quantity of 
housin& services beona consumed-i e 
IPICC. The CensUJ dclinllion or over· 
crowded ae<:ommoda~ron 11 where there 
are mor-e than I .S pei"IOn.J per room in 1 

hcusc:hold. not councina ldtchent and 
bathrooms. In the Owaow Travrl·t~ 
Work A.rcl tn 198818'1. some 2.& per cent 
of bousina aroups were !ivins in over· 
crowded aooomm<>dauon. The hiahcst in· 
dcknoe of ovcra-owdlna was found an the 
private rented and housins IUSOC1auon 
ICCiors (S.6 per cent or the housinaaroups 
In each). In a total of ISS I casu, only some 
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2.6 per cent or locaJ.authority tenanu and 
2.8 per cent or owners were fouod to be 
overcrowded on the ~Mus de6nilion. The 
detcrmi nation of H..., is even more proble
mati\0. A ~caled·prcfcrencc approach wu 
adopted. That Is to say, the apace II&JI.. 

dards CD)Oyed by those on run HousinJ 
Bcne~t mtcrviewcd in the OluaowTrWA 
were e.amincd to determln.c the muimum 
space n • ndards apparCJltly supponed by 
the Houstn& Benefit system. This ahowcd 
that on a vcra&e there were 0. 77 pcoJ)Ie per 
room (s d. •0.36) amonpt those on fWI 
Housin& Benefit; the median value wu 
0.67. the minimum 0.20 and 90percmt of 
ho11sina 8101111$ were livin& at a density of 
leu thlln 1.33 penons per room. Therefore 
a Yllluc of0.20was adopted for H_. TUs 
may be a rather aenerous cstl.mate of the 
official dclinuion or llntffordability, how
cvtr. 

AlforclabiUfY of Houslna Ia the Glasao• 
Tra•d·to-Work Arta 

Table 3 sho.,J the proponion of housina 
lfOIIPl tn each tenure in the TTWA in 
t988189 eapcnenc:inc unaffordable hou5-
inc accordtn& to each of tbe four ddini
\IOns of. afTordabiluy described in the 
previous section. The results for Lhe two 
minor tenures must be ucated circum· 
spcctly since they arc based on 11111111 
numbers of cues. However, they clearly 
show that owner-occupiers are the IelSt 
hkcly to upcriencc problems ofafTordabil· 

hy, im:spective of definition. Since most 
bCUSlftl aroups(Sl percent in the ITWA) 
are locaJ.authority tenants, compared with 
41 per ~nt owners, 3 per cent housina 
aaociation and 3 per cxnt private rente-rs, 
0\011 cr those experienci.na afTordlbtlity 
problam In the area an: council tenants. 
The overall proponloo of those upenenc· 
ina unaffordable bousin& nses quuc 
stccpl.y, the more aencrous the deliniuon. 
Tbc d'l'cct Of I more &enerous definition U 
panicularly marked amona.st renters. Tbt 
Lu&c rise in the prevalence of unaffordabil· 
lty between del\nitlons 3 and 4 occun 
bccallle the distribution or Income Is Jllth 
that many renters arc clustered quite doS< 
10 the povcny line implied by the Income· 
Suppon-sc:ale ratn. 

Oe.rly problems of unafTordabilily are 
due to cub housin& cosu ~inc hi&)> in 
relation to cuh Incomes. The probltml 
need d iffer between tenilrea, howcver. 
Ownen, for example, race cash housinc 
costa far hl&}ler than the residcnt.S of any 
other tenure, but bccaus.e or their hi&)> 
inoomea have the arcatut residual incomes 
on ·~ However, there arc: also olUitt 
larac: intra-tenure differences. For 
cumple, the cash housin& com or the 17 
per cent of owners who hnd, by 1988/89. 
bouaht Lhcir hous.es as shttn& tenants of 
their local authority with a di.count under 
the RIJht·to-Buy (RTB) kaislation, wen: 
some 33 per cent lower than those of non
RTB ownen. However, on avcraae thett 
incomcaarc much lower, and so the d1rf<r· 

Ta•k 3. P'rcvalcnae or unatfonlable hollaiq cosu by tcourc, 19811119 

AITordabillly Tcnvrc 
ddlnetion at Local Kouaina 
number, Owcaa. Avlbority Alloc:ladon Privale>nntc.d Tou.l 

t 0.0 0.0 4.3' 0.0 0.1 
l $.5 9.$ ll.l' 11.9' 8.9 
J a.s 11.1 14.1' t9.) ' 11 . 1 • 9.0 10.0 21.6 19.2' 17.0 

Numbuolc:tU<0- 78) 

' 8.aled on fewr:r 1han sia cues.. 
Sourer. tlollkhold SUI"'cy (I'Jucott.-Oarlcc, 1990) 
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encc: in po11-housina<01t -idualincomcs 
betWttn 11\e two ~l'C i& much smaller, ll 
only U per ocot leu. Tbe c:uh bouslna 
eosu of private-rented tenants an: also 
U:tremely hi&h, in spite Of evidence tO 
su.u~t that the averaac quallty or such 
accommodation is ooosldcrahly Iowa- than 
that or any other tenure (sec H1nc:oc:k ~~ 
ol., 1991 ), which su.gesu that aft'ord&bility 
problems may be due to blab bou.sina 
oosu, rather tb&n low incomes. Social· 
ranted tananu have the lowest aw:raae 
CISI\ hou.sina OOSIS. bUt also \he lowest 
ineomes on ave,..e. 

II is perhaps reassurina to note that 
practically nobody Is sufferina from vnar. 
fordability of houslna on the minimal 
dc6n iu.on. In other words, the auTenl 
system appears to be cnsu"'na that nobody 
consumes leu ll\an both H" 1nd l"". II Is 
useful 10 analyse the distribution or uo.&f
fordabilily by definition in terms or tilt 
di•aram-s used above. Filurtl 7 •hows lhc 
proponion ofhouJlnaaroups In 11\cTTWA 
in each or the a!fordabilhy areas. or the 
housina aroups, 8.S per cent an: oonsumina 
more than H" but leu than H- bou.sina 
nnd leu than l"" non-bousina. Only some 
O.S per cent inhabit the area wh ich may be 
characterised as ovtr<Onsu.mption or 
housing by comparison with the offtclal 
definition of affordability. A further 2.1 
per cenl of bou.sina lf'OUps arc undcr
consumlna houslna-i.e. arc overcrowded 
-even thou.ab their non·houslna oon· 
sumption Is 'adequate' for their needs. And 
S.9 per cent ofhouslnalf'OUps may be u ld 
to be expcriendna unafTordabte bouslna If 
the more acncrou.s meuu.re of 'adequlle' 
non·bousina inoome is adopted. Ovct'all, 
83 per cc:nt or housina aroups in the area 
were nol bavina alfordability problems on 
any sensible definition at the time of the 
household survey. 

It is lntereslin& to determine the charao
tcri.nica or cacb or these IJ'OUps in tcnns of 
tenure and household lype. Tbere arc tome 
dillicultlcs in doina this because of \he 
small numbers of eases involved in tome 
cateaorica. Tobie 4 shows summary cllarac-
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tcristica of the aroups in each of th< areas 
in Fiaure 1. Area C', which tonaisu or 
those not overcrowded, but consum•nale1.s 
tban H.., with 1 rcaidual income wt1icb 
will not buy l"". assumina conSiont com· 
modlty prices across consumers, ia dilpro
portiOI\Itely represenled by local·aulhorily 
~nana on Hou.aiq Bendlt, without Jny 
lobou.r markel income. A hiab proponton 
or this aroup of the poor on even the 
aovemment's delinttlon arc ain&le parenu 
or elderly households. A pow ' surpriJ.. 
Ina findina 11 l.he composi1ion oft he aroup 
inhabltina areo C1• II seemed likely 1bat II 
would con11st molnly or owncr-o«upicn 
ow:rconsumina housina either tbrou.ah 
choice or ncccuhy, but in aetuol feet il 
contains rnoinly loe&l·authority tenontS, Ill 
of whom are in rec:clpt ofHoustna Benefit. 
althouab none were on full Hou.sina 
Benc61. Area D In Fiaurc 7 contained no 
elderly or sinale·parent households, but 
consisted or mainly couples with chtldren 
or 'other family' cateaory bousina aroups. 
This reflects the predominance or owntr· 
occupicn in this aroup. 

There ore abo mooy counclltenonu on 
the maralns of offordability. There tt • 
sllabt overrq~rt5Cntation or sinale parcnu 
amona the aroup uperiendna narrowly· 
deftoed a!forclabilhy, bul on und<rrcprt· 
senwion of elderly householdJt. However. 
both of t~ household types were over· 
represented amona lhose who would be 
lnclllcled in 1 more acnerous de~nition or 
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Tobit o4. Cl\&rackrutlc& o( lhoK with uulford.ablc bovoina. 191&119 

Area Oft Flpn 7 
O..roaabtJC C' ~ 0 I' •• 
l'cr<CIIIIIC 0wncn 17.7 00 76.9 l.l lO.l 
Prn:cntaac RTB owncn l .O o.o lO.O o.o 6.l 
Pcnxn~c CO<IIICll knontJ 74.4 72.7 2l. l 9l.S 64.7 

Pcrtcnla&e on Ho uslna Benc61, of whom: 17.9 100.0 0 .0 100.0 )).$ 
Pcrttntaac oa ull Housi.fta llcnc!t 9U 00 0.0 0 .0 1.4 

~ac<DIAIC ckkriy bowdaolcb 9.1 0.0 0.0 19.4 17.7 
l'cr«nl&IC sin&l• parcntt ) 4. 1 00 0.0 4&.-4 )). ) 

Mc.~n nn income: pc_r U1 4 IS14' 2961 4411 
adult-cqvi~t (,() per year 
(Siand;ord dcvuuioca (,()) (644) ( 6ol6) (711) (6ol4) (l73l) 

•Baxd on fe:-..~ thaf'l st.t cua.. 
Scwrrr- H.-.ho\d Survey (Pmcon-Oarb, 1990) 

affordabtllty wbcre the poverty nand&n1 is 
''" 11 140 per cc.nl or lhc Income Support 
Kale. 

F'lawot L Proporuoe of bovwla VOUPI upcri
<nnna unatrorcla l>lhly on a rotlo ddlnillA>IL 

For comparative pul'pOia, f"~~Qre a 
Jho"'' the I)T'OpOrtiOn of bouAD& poupa 
<-'P<ricnana unall'ordabUity oo a ratio 
dcftnnion. Tho de6nition Is ICiected aucb 
that unafforclabllhy iJ only docAned once 
<oruumption ncuda that npraentecl by 
POtnt £ . Those: with unalfordable boualn& 
<OIU &R those for whom tbe ratio or 
housina costa 10 1nc:ome uceeda 20 per 
CCnt~ ptOpOICd ratio or !be NFHA.. 
Almost onc-tblrcl of bowina poups, aaoa 
aU tenwcs. are lo 1hl1 ca1q101y lo tbc 
Ci&J&ow TTW A. The compo&ltlon or this 

&rOUP Is approalmalely lhre«~uarten 
owncr-oc:cuplcn and one-quarter local
authorily tenants. Alm~»l half of all own
en have ·~naffordable' bousin1 cosll on 
tblt dcftnluon, and 71 per cenl or thoK 
witb WIAil'ordable bour.iQ& com a rc in the 
lOP lb= clecilu of tbe distnbut aon o( 

aDCOmC: per equivalent adult in the TTWA. 
It could th<Rfore be seriously masludana. 
aftbe relanofpovuty b a pohqoobJttlavc, 
10 dellne unaffordability In rat io terms. 

Coochoalol\11 

Thll paper bu examined a number of 
mcanlD&ful definitioJU or the concept of 
' afTordabolily' with rupcet 10 bouaana and 
bu tUUCIItd that ratio measures have 
little value. Eadl or !be uscrw mcawrcs 
propotcd iJ likely 10 have au supporten 
and 111 cktraelors. The only dc!nilion 
likely 10 have u niversal acccptabality, at. 
boil u a mlnlrnum ddinhion for many, In 
(act Cllduded vlnually all the houtlna 
aroupa surveyed In the Oluaow Travd-to
Wortc Area in I 918189. The IIIOSIII=ftCrDUJ 

dcAnillon auuau that 17 per cent of 
boulln& poups in lbc ucaare eapenc:ncln& 
uA&Ifotdable bow.l.na. Counal tcnanta 
wa-c 4nproportjonakly nprcacntecl 
amoca tbcsc cxpcricodna wWTordabUhy 
on 111061 dci\Jiitlons. However, owner-
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occupicn' affordabllhy problems ~ 
much more llke.ly 10 be manifest in under· 
CODlllmPliOII of bOUSiQI throu&h OVCT· 
crowd.ln&. wbere.u affordabUily problems 
o f council tenanu were much more likely 
10 manifest tbcmsclvca in low post-bous
m~s-cost residual incomes. This diiTcrenee. 
%tllccu the diiTereot constraints &cina 
consume:n in the two different tenun:s. A 
wonyina fuldill& is that there -m to be a 
slani6cant number of couocll tenants 
whom the Housina Benefit system is fail
in&. and a number who an fallina com
pl~ely tbrou&b the wclfue net. These tal!Q 

merit further lnve.stiaadon althouah then 
are too few of them In the 1\ousehold 
survey tO -mnt much close. &CNtiny. 

sltorH11n affordability problemA. wbicb 
may be of less pubUc concern. 

111 JPil~ of ~Ap!til>i!!a !Pa.t 'aiTrml~bilily' 
and •affordable rents' arc only d iltlJIUy 
related, many may yet wonder how a 
ck6nition of affordable bousing cu bt 
used to determine an arror.dable r"nt. The 
answer u that any rent wiU ~ affordable 
which lcavu the cortsumcr with a IO(iaUy. 
acceptable standard or both housina and 
non-houma consumption afler the rem Is 
paid. This na.rTOWl lbe ranae o r pouiblt 
rents only sliabUy, lince presumably no
onc would propose a rent s1ructurr which 
would leave all eonsumera with the same 
reaidual income afler bouain,a costs arc 
deducted. 

Once Atisf&Ciory eriteria have be.tn 
established to determine what constitutes 
unaffordable housina, a number of policy 
iuucs remain. Oill'erent issues and re.me
dies suuest themselves ICC()rdina to the 
definition or affordabllily adopted. The 
most obvious issue concerns the surpriun
&IY Ia rae number of housina poups upcri
encin& unaffordablc bousina on even the 
narrow official definition. the majority o r 
whom arc Houuna Benellt rcc~plcots. The 
rc&JODJ for this deserve further invcsl.ip· 
uon. allhou&b with different data from 
that utlllud bert because or the difficullica 
of disqarcption 10 small numbers or 
cases. This crouP is hi&)\ly likely to be 
expcriencina problems with the syst.em or 
Income SuppOrt and Ho~Uina Benefit. due 
either to maladministration or uke-up. 
Only a relatively small propOrtion of them 
appear 10 be owner-occupien for whom 
the Housina llencfit aystem docs not cover 
full houlin& eoru. The much lmalln poup 
Of mainly council tenants on partial HOUI• 
Ina Benefit expericnc:ina tow rcstdual in· 
comes because or overconsumption or 
ltousln& could be encouraaed to mov.: to 
smaller dwcllinas or take in lod&UL On 
the other hand, the aroup of mainly 
owner-occupicn w!lo are undcrcortsumina 
bousina to maintain bi&hcr atandarda or 
pon-boulina-cost consumption may sim
ply ~ enp ,ed In temporary solutions to 

Noc .. 

I. This clcposlt ratio 11 vrry hi&h by BntuJo 
ltandanls. In the bowchold survt y data •• 
OlasaDw. it was found tltuu ~9 per ctnt ol 
6nt-limc buyers (wbo formed 4S ~cr u nt 
or all buyer&) pv\ down n o depot!\ on 11\cu 
cumnl hoVK, and that the mun dc-pot.ft 
wu 7.l per cent .. Amonpl 1bolc who wen 
noc l\m .timc: buycn. lbe: mcar rtcpot.lt W'IJ 

27.7 per cent (J<c Haoc:oc:k • '·· 1991). 
~ It is also iMuntina to note at this potnl 

that the UK of the tenn 'burden· tn the 
Madcftnan aDd Wi\liann dcfiniuon " 
tiOrnew'h.at ambi1uou.s. In lhc. llullon 
Utuau.uc. whc.n the lt-nn •taA burden' 1\ 
u.se4., h wually rdcn 10 the e ver&lf u,. 
ute-i.c.. tht tu pa)m<:nt chvtded b) \be 
lt>COrnC. Thuc.fOR, I 'bur<kn' COUld b< 
taim to l:nply a ratio d<llnition. In add•· 
lion. the te:rm 'burden' aeems app ropn11t 
In lbt contul of t.,.allon and publiC 
e~pcndhu~. Iincc taa revenue ll n t.wd 10 
fin.anct cl\e provb.ion or publ•c &oocil-• c.. 
JQOCia whOse ~6LS ICG\IC 10 lill' num· 
ben or indlvuSu.alt &\ once. 1t u .cm.s ltn 
obvio~a that the I>Oilon of I bunl<n IJ 
llSCful in descnblna the coau ol coruumor.' 
a private &ood-i.c. OIIC for "hoch the 
b<nc!iu aocrue to tl>< co.uwncr It IJ chuso 
term wbldl o«ms to imply <hat hcY,cr 
houslna upc.Dd•lurcs have little cr nO 
b<nefto fO< tbo IDdovldiUII consumer. ortwl. 
In pracdec, hi&hn houSIO& coou WO\IId bu1 
the oonutmcr more boui.inj ~~trYitet. 
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C'OnSlont from yc.r to yur. M ore detail on 
lhc lhcory and mcuvrancut of """iva· 
knee acalct it "vcn in Kancodt: ( 1990), 
ErmiJCb (1914) and MtOe.....,u (1977 
and t971). 
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