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by Neal E. Cutler, PhD

Abstract: Financial satisfaction about

the future always includes some com-

parison between what we currently

have and what we might need. Finan-

cial cidvisors appropriately focus on

numerical projections of client

resources and needs over the next

number of years. But the mental met-

rics many clients use to evaluate

futuriî resources versus expenditures

are rooted in their past personal expe-

rience. Even if they have sufficient

resources to pay current bills, finan-

cial nostalgia from teenage years

starkly reminds them that things will

cost more in the future. They may not

worr^ about today's cost, but these

mental metrics emphasize that most

important costs will rise. And for that,

often independent of their income,

their worries are real.

Last November I was the moderator

of a neighborhood meeting of retirees

to estatilish a local community organiza-

tion whose purpose is to develop social

services; in support of their desire to "age

in place" in their own homes. The 50 or

so men and women, including several

couples, were largely middle-class subur-

ban home owners, healthy and mobile,

in their late 60s to early 80s. As part of

the informational background for the

effort, the other speaker summarized

recent gerontological research. The restilt

of recent social and cultural changes

in the United States, she reported, is
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that, nowadays, fewer older people are

depressed than a decade ago.

I mention this fairly well-established

research factoid only because of an espe-

cially interesting reaction it prompted. In

the opening moments of the discussion

an articulate woman, who identified her-

self as being in her early 70s, took issue

with the thrust of that study. She con-

cluded her comments by saying, simply,

"We're not depressed; we're worried,"

and added that this was financial worry,

rather than health or family concerns.

Many in the room voiced agreement.

The poignancy of her comment

stimulated today's Financial Gerontol-

ogy discussion. What is the likely source

of her anguished words "we're worried"?

In another comment one man described

his own worries by saying that the rising

price of gasoline (about $3.05/gallon at

the time) is limiting his family's spending,

adding that when he first moved to Los

Angeles, gas was only 28 cents a gallon.

Maybe the price of gas is more

noticeable in suburban Los Angeles than

on Manhattan island, but his very per-

sonal comparison of current versus past

prices suggests a reasonable insight on

why "we're worried." As a child of Depres-

sion-era parents I was intrigued and

fatigued by my mother's constant referral

to the 5-cent Hershey bar. And a genera-

tion later I'm sure that my Starbucks-

struck 20-something daughter is tired of

my harkening back to 10-cent coffee. The

common denominator to all of this is the

potential impact of financial nostalgia.

These "historical" price comparisons

become the mental metrics by which we

assess how we are doing currendy In par-

ticular, for men and women in "retire-

ment" (a fluid concept these days) or on

its threshold, financial nostalgia offers a

quite personal frame for how we will be

doing financially in the years to come. To

be sure, such comparisons are more psy-

chological than logical. While one's cur-

rent wealth is not jeopardized by the

increasing price of coffee or Hershey

bars,' when it comes to envisioning one's

personal financial future anecdotal com-

parisons are likely to be a pivotal piece of

why "we're worried," if for no other rea-

son than these trend comparisons shape

worry about the fear of the unknown.^

As a complement to more scientific

studies of the multivariate causality of

financial worry, I decided to take a mod-

est look at trends in the prices of Hershey

bars, gasoline, and a few other everyday

consumer items. How "real" are those

dramatically recalled price increases that

feed the mental metrics of millions of

baby boomers—the first whom (as the

media and politicians remind us) will cel-

ebrate their 65th birthday this year. We

look a number of products, from houses

and cars, to bread and butter, to (yes)

Hershey bars and gasoline, comparing

1960 prices—when the first boomers

were teenagers—to 2010.

A Pair of Critical
Systematic Studies

1. Financial Shocks
and Future Worry
As a scientific context for the

gerontological relevance of financial
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nostalgia and price comparisons, we

first take a brief look at two recent

research projects that use very large sur-

veys of the American public to docu-

ment linkages among financial events

and financial worry.

A 2007 study in the journal Empir-

ical Economicshy Owen and Wu exam-

ines the impact of unexpected financial

shocks on individuals' worry about their

financial future.^ The analysis is based

on the Health & Retirement Survey

(HRS), a nationally representative sam-

ple of 7,000 middle-aged households

age 51 to 61 when the longitudinal

study began in 1992.'' Respondents

were asked about such personal financial

events as getting laid off, unexpected

medical expenses, major home or auto

expenses, and unexpectedly high tax

bills. These were correlated with their

expressed level of worry about the ade-

quacy of their expected retirement

income. In good social science fashion

the HRS asked a multitude of "back-

ground" questions—income, net worth,

health, and occupation as well as age,

gender, marital status, race, home own-

ership, etc. All the correlations between

financial shocks and financial worry are

"net" of these other variables.

The conclusions are based on elab-

orate multiple regression analyses con-

trolling for both income and net worth.

"We show that households that experi-

ence adverse financial shocks worry

more about adequacy of their financial

resources in retirement, even after con-

trolling for the effects of these shocks

on overall wealth. We find supporting

evidence that suggests that at least part

of the worry about retirement is due to

general pessimism rather than changes

in an individual's own circumstances."5

(emphasis added).

The authors emphasize that while

financial shocks may not affect a per-

son's current financial resources, they

do psychologically influence the future,

first by shaping perception of future

adequacy of the resources, and second

by creating general financial pessimism

about the future. Owen and Wu attrib-

ute their results not as an attitudinal

response to negative events in general,

but more specifically, "Our findings are

related to evidence in the psychology

literature that people adjust their future

expectations given their past experi-

ences." Other studies have found, for

example, that people "tend to systemat-

ically overestimate the probability of

unlikely events and underestimate the

probability of more common occur-

rences""̂  and "overestimate the amount

of risk they face relative to past risk."''

2. Adapting to Adversity
A second study, also relevant to

the impact of the nickel Hershey bar of

bygone days on current financial worry,

is based on the most unique data I've

encountered in the past 30 years. In

"Adapting to Adversity: Happiness and

the 2009 Economic Crisis in the

United States," Craham and her col-

leagues analyzed data from a Callup

Poll project that interviewed a new

national sample of 1,000 respondents

every day from January 2008 to July

2009: 18 months or about 534 days.«

Each of these 534,000 respon-

dents was asked three questions relating

to financial worry: (1) the widely used

Gallup "happiness" question [How

would you compare yourself today

with what you would identify on a

scale of 1-10 as your best possible life?];

(2) satisfaction with your personal

finances—and are they getting better

or worse; and (3) satisfaction with the

country's financial situation—and is it

getting better or worse.

The interview responses were only

"half" of the data. The authors con-

structed an events data base for those

18 months, identifying 42 econometri-

cally significant events. In addition to

the pattern of the DJIA and NASDAQ

indexes, examples of specific events

include the Bear Stearns $15 billion

drop in liquid assets (3713/08), the

Lehman $3.3 billion loss in Q3, the

Treasury $250 billion capital injection

plan (10/14/08), the auto bailout

(12/19/08), Fed and FDIC aid to the

Bank of America (1/16/09), etc. The

full set of events is included in the

online version of the article.'

The analytic goal is to identify pat-

terns and correlations among the daily

national trends in financial worry and

the financial events. Using good econo-

metric practice the authors looked not

only at average worry levels on a day-to-

day basis, but used one- and two-day

lags as well as moving multiple-day

averages of worries, acknowledging that

individual reaction to a negative event

could come a day or a week later.

Not surprisingly, as the economy

tanked during the first half of the

2008-2009 period, most of the attitu-

dinal indicators followed suit: happi-

ness declined as did views of personal

finance and the national financial situ-

ation. From the vantage point of our

current interest in how estimates of the

future may be affected by past negative

experiences, a key finding is what did

not change. As the economy improved

and brought along with it improve-

ments in general happiness, people

remained pessimistic about the future
of their financial situation."'
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Hershey Bars, Gasoline,
and Other Stuff

Overall, both the HRS Financial

Shocks study and the Gallup Financial

Events study find that negative past

events influence perceptions of one's

financial future, even when those events

do not substantially affect one's current

financial resotirces. To what extent might

this kind of recollection and assessment

of past events generate worry on the part

of otherwise" Financially well-situated

boomers as they move into their own old

age? Do today's $3 gallon of gas or $4

cup of coffee initiate a backward personal

reflection that produces a forward set of

worries more or less independent of one's

current financial resources? Could this

financial nostalgia be the basis of the

mental metrics that produce financial

worry? In light of these possibilities let's

considi;r a small sampling of price pat-

terns ejcperienced by early boomers.

Boomer Price Experiences
In his classic (1923) essay on the

impact: of history and generational

cohorts on society and economy,

philosopher and sociologist Karl

Mannheim noted that the most potent

and significant generation-defining

events :ire those that individuals experi-

ence when they are about 15-17 years

old." (Consequently, we choose 1960 as

the starting point of our financial nostal-

gia investigation since this is when the

first boomers, born in 1946, were in

their mid-teens. In 1990 these early

boomers were in their mid-40s, and in

December 2010 they were getting ready

for Medicare. In this way we sample not

only boomer experience with the costs

of everyday life, but more significantly

we see the change in price experiences

from teenager to middle-ager.

Our working "hypothesis" is that

current financial worries are in part a

reflection of current prices compared to

younger age prices. Table 1 shows com-

parisons for a few consumer basic

"costs of living." The most generic is

the Consumer Price Index (CPI), com-

puted by the U.S. Bureau of Labor Sta-

tistics since 1913. From 1960 to 2010

the CPI, which serves as a benchmark

for comparing other price trends,

increased by 636%. While this is a sub-

stantial increase we often hear the

"rebuttal" that incomes too have risen

substantially over the years. Indeed,

from I960 to 2010 average wages

increased by 662%, so at first blush it

might appear that inflation has raised

both prices and ability to purchase at

the same general average pace.

On the other hand, other examples

of "basics" in Table 1 suggest that the

CPI versus wage comparison might

underestimate the full story underlying

boomer perceptions and flnancial worry.

Consumer Price Index
Nev/ homes
Nev/ car
Gallon of gas
Average wages

TABLE 1

Consumer Basics

1960
30

$12,700
$2,600
$0.25

$5,315

1990
131

123,000
16,950

1.34
28,960

2010
218

238,880
27,968

2.83
40,523

Increase
1960-2010

636%
1781%
975%

1032%
662%

The cost of a new home, for example,
increased from $12,700 to $238,000—
a whopping 1,781% increase, almost
three times the increase in the CPI
and wages.'2

Two other basic items are noted in

Table 1. The average cost of a new car

rose by 975%, and the average cost of a

gallon of gas increased from 25 cents to

$2.79, an increase of 1,016%. Gasoline

prices have a unique and indelible "nos-

talgia" value in generational perceptions

since getting a driver's license and tise of

a car are part of the American teenage rite

of passage. Those of us who were

teen^ers in the late '50s and early '60s

may remember not only gas prices of 25-

28 cents, but "gas wars" when the pump

price dropped to 23 cents. Alas, gas price

wars don't seem to happen any more!

Everyday Discretionary Purchases

As teenagers most of us weren't

involved in buying new homes and new

cars so our financial nostalgia is more

closely tied to the purchase of everyday

things, such as those shown in Table 2.

Mother was right about the Hershey bar!

The once-nickel candy really has gone

up in price (1,800%). And, by the way,

the historical record indicates that its size

has stayed at about IVi ounces.'^ Corn

Flakes and Oreos also contribute sub-

stantially to the nostalgia of price

increases, although most of us probably

can't recall those 1960 prices as precisely

as we recall our teenage price of a gallon

of gas. In Table 2 it's only the staples of

milk, butter, and eggs that increased less

than the CPI. Still, if you're an aging

boomer who no longer buys milk on a

regular basis, the supermarket price of

over $3 per gallon is sticker shock.

If you're a pre-boomer (or a stamp

collector) you know that the cost of a
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first-class stamp was 3 cents forever

(actually, from 1932 to 1958 when it

rose to 4 cents). Since the price is

printed on the product itself and not

just on the receipt, the 1,000% rise in

the price of postage offers a stark and

noticeable measure of financial nostal-

gia. [Like postage stamps, each item in

Table 2 is priced for a standard unit

(gallon, dozen, pound, box size).]

Cigarettes are an everyday purchase

of a different ilk, and health advocates see

rising prices as a mechanism for curtail-

ing the ptirchase of tobacco. Nonetheless,

from a price perspective they do con-

tribute to the shaping of financial nostal-

gia even for nonsmokers. Because the

price of a pack is heavily dependent on

state-level taxes, the most and least expen-

sive states (Rhode Island and South Car-

olina) are included in Table 2.

A Burger and a Coke
As part of everyday purchases I

wanted to include Coke and Pepsi. As it

turns out, however, this would entail a

research project of its own just to reason-

ably establish the price per ounce. The

historical data on these cultural icons,

spread across dozens of documents and

Web sites, refer to botdes, cans, six

ounces, eight ounces, quarts, liters, sin-

gles, six-packs, eight-packs, etc. (By the

way, the first Coke in a can was sold in

1940 for 5 cents.) The cost of soft drinks

plays another financial nostalgia role, as

described briefly below in "Another

Story: Take Me Out to the Ball Game."

Finding reliable price data on a

"standard" hamburger was as difficult

as for Coke and Pepsi. Not surpris-

ingly, there are several Web sites

devoted to McDonald's burgers dealing

with price and history, as well as nutri-

tion, marketing, investment, etc. The

details of pricing campaigns, e.g., low-

ered burger prices when bundled

(supersized) with fries and a soft drink,

make trend analysis difficult. Within

this context the "McDonald's basic"

data shown in Table 3 are reasonably

reliable.'^ But since marketing cam-

paigns can suppress the true prices of

the product, we include the more reli-

able consumer prices for the "compo-

nents" of a home-created hamburger

sandwich: the meat and the bread.

I can recall that as a teenager those

McDonald's (the word was a noun, not

an adjective) cost only 15 cents, as did

an order of fries. Considering the 1960-

2010 trend for Oreos and a Hershey

Bar, the 493% increase doesn't look so

bad. The retail components of a burger

at home, however, are probably more

illustrative of the generational price

experiences of early boomers: a 787%

increase in the cost of a pound of ham-

burger meat and a 523% increase in the

price of a one-pound loaf of bread, both

fairly close to the trend in the CPI.

Another Story:
Take Me Out to the Ball Game

Table 3 includes the 1960-2010

price trend in Major League baseball dck-

ets. In the same league as new homes,

gas, a Hershey bar, and Corn Flakes, with

an increase of 1,264% baseball dckets

show a dramatic rise in cost. Like all the

products in these tables, the baseball data

are for an average purchase, and there is

as much variation around this average as

with any other product or purchase. My

attempts to find price trend data for soft

drinks, beer, and burgers led me to an

especially unique focus on financial

Everyday Discretionary Items

Hershey bar
Kellog's Corn Flakes
First-class stamp
Oreo cookies
Milk
Butter
Eggs
Cigarettes (Rl)
Cigarettes (SO

McDonald's basic
Hamburger meat
Loaf of bread
Baseball tickets

1960
$0.05
$0.27
$0.04
$0.45
$0.49
$0.67
$0.55
$0.40
$0.34

TABLE 3

Burgers and Bail

1960
$0.15
$0.45
$0.22
$1.96

1990
0.45
1.99
0.25
2.69
2.78
1.99
1.00
1.70
1.29

Games

1990
0.75
0.89
0.70
8.84

2010
0.95
4.49
0.44
3.81
3.06
3.72
1.55
7.74
3.97

2010
0.89
3.99
1.37

26.74

Increase
1960-2010

1800%
1563%
1000%
747%
524%
455%
182%

1835%
1068%

Increase
1960-2010

493%
787%
523%

1264%

JOURNAL OF FINANCIAL SERVICE PROFESSIONALS / MARCH 2011

21



FINANCIAL GERONTOLOGY

behaviíDr—the emergence of a baseball

Fan Cost Index (FCI). The FCI was

invent(;d by Team Marketing, Inc. in

1991 so there are no comparable finan-

cial no.'italgia trend data.'5

The FCI is an average cost—across

the ballparks of all the major league

teams—of the following: two adult

tickets (regular, not premium), two

child tickets, two small beers, four small

soft drinks, four hot dogs, two baseball

caps, one program, and parking for one

car. The average for April 2010 was

$195. The range around the average

FCI is substantial: $335 for the Boston

Red Sox to $ 115 for the Arizona Dia-

mondtiacks. The range around the aver-

age ticket cost of $27 was $53 to $14 (a

tie among Red Sox, Cubs, and Yankees

versus Diamondbacks).

Financial Nostalgia
Fijiancial satisfaction and worry, as

substantial research has demonstrated,

are the result of a complex set of factors

within which money is not necessarily

the most critical. For a variety of reasons

lower-income families may be satisfied

financi;illy with their lives just as wealth-

ier people may express financial worry."'

Here we have taken a quick look at a

differejit kind of social-psychological

variable, dubbed financial nostalgia.

Fijiancial satisfaction about the

future always includes some compari-

son between what we currently have and

what we might need. Financial advisors

appropriately focus on numerical pro-

jections of client resources and needs

over the next number of years. But the

mental metrics many of us use to evalu-

ate futtire resources versus expenditures

are rooted in past personal experience.

Conversations with middle-aged and

older men and women about their

financial fliture are typically peppered

with references to the lower prices expe-

rienced in their younger years. Even if

we have sufficient resources to pay cur-

rent bills, financial nostalgia from

teenage years starkly reminds us that

things will cost more in the fliture. We

may not worry about today's cost of a

Hershey bar or a McDonald's and a

Coke. But these mental metrics empha-

size that most important costs will rise.

And for that, often independent of our

income, our worries are real.

Neal E. Cutler, PhD, is executive director.

Center on Aging, the Motion Picture and Tel-

evision Fund, Woodland Hills, CA. He may

be reached at neal.cutler@mptvfund.org.
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