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ABSTRACT

AN ANALYSIS OF THE AGE-OCCUPATION MATRIX
AS A CRITERION FOR VERTICAL AND
HORIZONTAL MARKET DELINEATION

by David Luther Wilemon

In recent years, market researchers have attempted
to improwve the market delineation processes. Although other
criteria can be employed as a basis for delineating markets,
increasing emphasis has been focused on the use of single
and mul tiple socio-economic variables. Two methods fre-
quently employed for delineating and analyzing consumer
expend i ture patterns are social class and aggregated fam-
ily 1ife cycle analysis. Both methods, however, are sub-
ject to unigque limitations in delineating markets. In so-
cial class analysis, the family age variable usually is
ignored within each class. Researchers delineating markets
by aggregated life cycle analysis may not consider the
within class variability of incomes, occupations, social
classes , and ages.

Due to the limitations of social class and aggre-
gate l1ife cycle analysis, an alternative approach to mar-
ket delineation is proposed and investigated in the research.
The approach utilized employs both age and occupation of

the family head as criteria for delineating markets.
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The research examined selected economic patterns
of families in nine Standard Metropolitan Statistical Areas
in the North Central and Eastern regions of the United
States. The occupations investigated included salaried
professionals and officials, self-employed, clerical and
sales, skilled, semi-skilled, and unskilled. Each occupa-
tional c<category was disaggregated by the following age clas-
ses s under 25, 25-34, 35-44, 45-54, 55-64, and over 65
years . The unpublished, cross-sectional data used were
collected by the Bureau of Labor Statistics in 1960-61.

A Least Sdqguares computer program was used for determining

the income elasticities, the marginal propensities to con-
sume coefficients, the standard error of the coefficient,

and statistical significance of each coefficient.

The study revealed the following general conclu-
sions e First, incomes and expenditures vary considerably
among the various age classes of each occupational cate-
gory e Generally, the higher ranking occupations had higher
outlays on the expenditures classified as "necessities™
(total food, clothing, and total housing). By contrast,
in the 1lower family age classes, the lower ranking occupa-
tions spend absolutely and relatively more on house furnish-
ings and automobile expenditures than do families in the
higher r anking occupations. Second, expenditures generally
vary more among the age classes of the higher ranking oc-

cupations than for the lower ranking occupations. Third,
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family Size and the number of children under 18 appear more

influential in determining total food expenditures than does

the family 3dincome level. Fourth, family disposable incomes

reach maximum levels in the secondary age classes (45 years

and over ) for all the occupations. Disposable income lev-

els generally follow the occupational ranking scale. Fifth,

family savings levels do not completely follow the socio-
economic ranking scale in the higher ranking occupations.

Savings <follow the ranking scale in the skilled, semi-skilled,

and unskilled groups. Sixth, definite patterns were not

always found for the relationship between occupational rank

and the 1income elasticities for total expenditures. 1In

most cases, however, the middle and lower ranking occupa-
tional families had higher elasticities for total housing,

total food, and clothing expenditures. The highest marginal

propensities to consume usually were found in the primary
age classes (under 44 years) of each occupational group,
end generally were found in the clerical,

skilled, and semi-
skilled categories.

In conclusion, the age-occupation variables appear

potentially valuable as criteria for delineating markets.
The approach utilized in the research demonstrates many

of the advantages of the social class and family life cycle

delineation methods. Furthermore, it eliminates many of

the weaknesses of the social class and life cycle approaches.

Two primary methods by which the age-occupation
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(1)

approach can be utilized in market delineation are:
in identifying prime market targets for purposes of direct-
ing the marketing effort; and (2) for researching socio-

economic changes in market areas over time.
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CHAPTER I
BACKGROUND AND PROBLEM DELINEATION

Marketing management for many years has attempted
to understand more accurately the characteristics of exist-
ing or potential markets. In recent years marketing manage-
ment has placed even greater emphasis on the study of com-
plex consumer and market behavior. For the most part, the
increase in the necessity for understanding consumer and
market behavior has resulted from increased competitive
activities in the market frequently reflected in narrowed
profit margins, conglomerate market competition, and higher
marketing costs. As a consequence, many firms have attempted
to develop some basis of "differential competitive advantage"
by improving their market delineation methods. The rationale
has been that they are likely to direct the marketing process
with greater certainty and efficiency if their markets are

delineated more accurately.

Background

Basic Approaches to Market Delineation

There are two broad fundamental methods of delineat-

ing markets. These are described below.

l. By geographical boundaries. Many markets are




delineated according to geographical tastes and habits.

For some products there is an "Eastern market®™ or a "South-
ern market." Another example where geographical market
delineation is used is in retailing. The immediate environ-
ment of a supermarket or department store may compose most
of its market. From estimates of the needs and wants of

the retail outlet's potential customers a product "mix"

for the outlet can be developed.

2. By socio-economic characteristics of the con-

sumer. The socio-economic approaches to market delineation
are based on specific characteristics of consumers. Research
evidence indicates that consumers with similar socio-eco-
nomic characteristics often have similar expenditure pat-
terns. The socio-economic approach also usually underlies
the geographical market delineation method. Examples of
the socio-economic approach to market delineation include
delineating markets by income class, age, sex, social class,
and family life cycle stage.l The increasing awareness
of the need for improved market delineation methods is
noted below:

As discretionary income rises and firms' competi-

tive struggle to increase their share of this in-

come intensifies, interest in how to make promotion-
al efforts more effective is expanding. One approach

lRobert Mainer and Charles C. Slater, "Markets in
Motion," Harvard Business Review, XLII (March-April, 1964),
75-82; and Daniel Yankelovich, "New Criteria for Market
Segmentation," Harvard Business Review, XLII (March-April,
1964), 83-90.




toward this end is the use of market segmentation

to "customize"™ a particular marketing mix for a

particular segment of the market. The greatest

shortcoming of this approach is the inability of

sellers to identify homogeneous segments of con-

sumers. Income is an effective basis of segmenta-

tion for some products but not for others. Phys-

ical location of consumers is of some help, but

regional differences become less and less important

in our peripatetic society. . . .1

The inherent advantages of delineating markets likely
will have even more significant effects on future marketing
strategy. For example, a market research executive, Ollie G.
Crump, recently forecast that national advertising for many
consumer goods will be deemphasized in the future.2 This
potential trend, according to Crump, is the result of the
increasing heterogeneity of consumers. As a consequence,
more of the corporate effort will be devoted to delineating
the pertinent market sectors.
By investigating consumer behavior, market research-

ers can determine whether or not consuming groups demonstrate
expenditure patterns significantly different enough for

market delineation.3 When groups having similar expendi-

ture patterns are identified and the marketing effort is

lJames M. Carman, The Application of Social Class

in Market Segmentation (Berkeley: 1Institute of Business
and Economic Research, the University of California, 1965),
p. 1.

2American Marketing Association, News Bulletin,
XXII, No. 1 (Chicago: American Marketing Association, July,
1965), 11.

3John A, Howard, Marketing Management, Analysis
and Planning (Homewood, Ill.: Richard D. Irwin, Inc., 1963),
pp. 31-32.




directed toward them, then, the firm's marketing process
will likely be improved. A key problem, however, is deter-
mining which consumers should be delineated and what vari-
ables to employ in delineating them.

The Function of Socio-Economic
Classificatory Variables

The basic function of socio-economic classificatory
variables is to aid in identifying, classifying, and dif-
ferentiating consuming groups. It would be ideal if a firm
could rely on a single variable to accomplish the above
tasks. Rarely, however, is the single variable sufficient
for market delineation since a multivariate problem exists.
Consequently, many variables have to be studied in order
to obtain a few variables that accomplish the desired dif-
ferentiation of consumers. The classification process,
if effective, identifies and delineates "homogeneous™"
groups according to predetermined socio-economic character-
istics. Illustratively, the market researcher might use
either a single socio-economic variable such as income
class or a combination of several socio-economic variables,
for example, age, income, and occupation.

The market researcher's decision to employ single
or multiple socio-economic classificatory variables usually
rests on several factors; for example, the decision may
depend upon the nature of the firm's market. Usually the

markets for "staple" goods are broad and encompass several



heterogeneous segments of the general population, hence,
broad market delineation may suffice. By contrast, the
market for "luxury"™ goods may need to be defined with ex-
treme precision. The number of classificatory variables
used may also depend simply upon how well the firm desires
to define the markets for its products at a given point
in time. Often the desire for such classificatory know-
ledge is weighed against the economic costs of delineating
the market since market delineaticon costs tend to increase
sharply as classificatory variables are added. Still an-
other consideration is that if too many variables are used,
the differentiated sub markets will be too numerous and
the potential customers in each too few for individual cul-
tivation. Cummings, in employing an analogy applicable to
market delineation, states:

Statistical classification in general may be likened

to the process of focusing a camera: the image

becomes blurred equally by moving the focusing lens

too close or too far from the focusing screen, and

becomes clear at precisely one point only.l

An almost infinite number of unique consumer socio-

economic classifications can be used to delineate markets.
Illustratively, in the 1960 Census of Population, in addi-

tion to other socio-economic and demographic variables,

there are 2 sex classes, 7 age classes, 1l occupational

lJohn Cummings, Fundamentals of Statistics (Scranton,
Pa.: International Textbook Press, 1923), p. 9.




categories, 11 income classes, 8 educational categories.
The total number of delineated classes using age and sex
would be 14 (2 x 7). If the age-sex classes were further
disaggregated according to the 11 occupational categories,
then the number of classes necessary to describe the popu-
lation would be 154 (14 x 11). The consequence of continu-

ally adding socio-economic variables is illustrated in Table

1.
TABLE 1
POSSIBLE NUMBER OF DELINEATED MARKET CLASSES
USING SEVERAL SOCIO-ECONOMIC VARIABLESAa
Number of Classes
In Combination

Socio-Economic For the with Preceding
Characteristics Characteristic Characteristics
Sex 2 2
Age 7 14
Occupation 11 154
Income 11 1,694
Education 8 13,552

8Source of socio-economic characteristics and num-
ber of classes for the characteristic from U.S. Bureau of
the Census. U.S. Census of Population: 1960 General Social
and Economic Characteristics, Michigan, Final Report PC
(1)-24C (Washington: U.S. Government Printing Office, 1962).
Table format adopted from John Cummings, Fundamentals of
Statistics (Scranton, Pa.: International Textbook Press,
1923), p. 17.

As illustrated in Table 1, delineating markets by
several socio-economic classificatory variables can become
exceedingly complex and costly. Therefore, the selection

of the proper classificatory variable or variables is



critically important since some variables may provide a
basis for delineating markets accurately, but cannot be
operationalized economically. Therefore, a primary step

in market delineation is the development of variables which

are operational and meaningful.

Development of Market Delineation Criteria

Generally, the socio-economic variables used in
market delineation have been developed by using both micro
and macro approaches. The micro approaches have usually
been developed by behavioral scientists to study human be-
havior and characteristics. From their research, various
socio-economic variables have been identified to differen-
tiate groups of individuals possessing relatively homogene-
ous psychological, social, and economic characteristics.
Frequently, the differentiated groups have been shown to
exhibit similar consumption patterns. By generalizing from
the micro findings of individuals and small groups, projec-
tions on how larger aggregates of consumers behave have
been made. A potential shortcoming of the micro approach
is that the samples drawn may not be representative of a
larger population. And large samples are often not econom-
ically feasible for the sponsoring firm. It should be
pointed out, however, that in some cases relatively small
samples have proven to be reliable in predicting aggregate
behavior. Another limitation is that the data collection

instruments used may have been developed and utilized for



other purposes. The Thematic Apperception Test, for exam-
ple, has been used in studying the psychological makeup of
consumers though it was developed for use in clinical psy-
chology.

The macro approach is concerned with aggregate ex-
penditure patterns of large national and regional samples.

A limitation applying to micro analysis applies to macro
investigations but in reverse: The findings based on the
aggregate may not be applicable to the individual consuming
unit. In many cases, however, in market delineation or
market sector analysis, the cost of investigating all indi-
vidual expenditure patterns would be prohibitive. Market
researchers, moreover, are primarily interested in aggre-
gate behavior since the marketing effort usually is directed
toward groups or market sectors.

One approach to macro analysis, basically a deduc-
tive one, examines "ex post" consumer expenditure patterns.
By examining the expenditure patterns of different groups
of consumers disaggregated by different socio-economic vari-
ables, potential insights into macro consumer behavior can
be gained. An important advantage to the marketer of the
"ex post" approach is that knowledge of the complexities
of consumer motivation is not always a necessary condition
for predicting and observing market behavior. McNeal posits

that market researchers usually do not need an explanation

of the "whys" of consumer behavior, rather, attention should



be devoted to examining the "patterns of consumer behavior."l

While this may hold at the macro level, some market research-
ers would argue that the "why" of consumer behavior becomes
critically important to the marketing strategy of the indi-
vidual firm.

A wealth of "ex post" descriptive consumer expendi-
ture statistics has become available since 1950.2 From a
marketing delineation standpoint, the statistics are poten-
tially important for two primary reasons: (1) the statis-
tics may provide information that can be employed to "test
and operationalize" various socio-economic market delinea-
tion variables, and (2) the statistics may also provide a
framework which can be employed for market prediction.

Evaluation of Socio-Economic
Market Delineation Variables

An evaluation of socio-economic variables as a means

of stratifying population rests upon several criteria.3

lJames U. McNeal, "“Consumer Behavior--Introduction,"
Dimension of Consumer Behavior, ed. James U. McNeal (New
York: Appleton-Century-Crofts, 1965), p. 6.

2University of Pennsylvania, Study of Consumer Ex-
penditures, Incomes and Savings, Vols. I-XVIII (Philadel-
phia: University of Pennsylvania, 1956); and United States
Department of Agriculture, Food Consumption of Households
in the United States (Washington: U.S. Government Printing
Office, 1956); and Life, LIFE Study of Consumer Expenditures
(New York: Time, Inc., 1957); and U.S. Department of Labor,
Bureau of Labor Statistics, Survey of Consumer Expenditure
and Income, 1960-61.

3A more comprehensive discussion of evaluating cri-
teria for the use of social class in marketing research can
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Several evaluating criteria are described below:

l. Operational characteristics. Is the socio-

economic variable practical in terms of implementation?

Are data on the population's socio-economic characteristics
and expenditure patterns difficult to obtain? What is the
cost factor in implementing and operationalizing the cri-
teria?

2. Monitoring of changes in the socio-economic

variable. Is there monitoring of the socio-economic char-
acteristics of the population to note important changes
affecting market delineation? Income classes of the popu-
lation are periodically monitored by governmental sources
while social classes are not generally monitored.

3. Reflection of the influence of other variables.

Does the variable reflect the influence of other socio-
economic and demographic variables which influence expendi-
ture decisions? Social class stratum usually reflects the
influence of several factors on expenditure patterns, such
as occupation, income, education, and dwelling area. How-
ever, income class may not reflect the influence of other
socio~-economic variables affecting expenditure patterns.

If a variable is orthogonal, that is, uncorrelated with

other variables and relevant to classification, it is very

be found in Social Class Definition in Market Research Ob-
jectives and Practice, A Report Prepared by the Working
Party on Social Class Definition (London: The Market Re-
search Society, 1963), p. 22.
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useful in market delineation; however, few orthogonal vari-
ables exist. The next best alternative is to identify vari-
ables which encompass other variables in a known way and
which have classificatory utility. Such variables make

for economy of description, classification, and differen-
tiation.

4. Homogeneous meaning of the variable. Does the

socio-economic variable have a homogeneous meaning between
market areas? Age, sex, and income classes have a homogene-
ous meaning; however, social class strata may not. Conse-
quently, social class data may be difficult to apply between
market areas.

5. Predictive value. How accurately can the socio-

economic varilable predict present expenditure patterns?
Can the variable be employed as a basis for estimating
changes in future expenditure patterns?

Preliminary Evaluation of the Age-Occupation
Market Delineation Method

Table 2 illustrates some of the potential strengths
and weaknesses of several socio-economic market delineation
variables. The evaluation table is most likely to apply
best to large retailers and to multi-product firms. The
evaluation of the several socio-economic market delineation
variables reveals that the multi-variable approach--age
and occupation of the family head--appears to have several

potential advantages in delineating markets. Many of the
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advantages described below for using the age and occupation
approach are not always present in other socio-economic
market delineation approaches. Described below are some

of the potential advantages of employing the age-occupation
approach in market delineation.

1. The age-occupation delineation method disaggre-
gates the general population into different population groups
reflecting similar socio-economic variables such as educa-
tional attainment, prestige, life styles, reference groups,
and incomes which influence consumption life style patterns.l
The influence of occupation on consumption and the family's

life style is illustrated in Figure 1.

OCCUPATION CLASS

INDICATOR OF INDICATOR OF

ASSOCIATES & EDUCATIONAL

REFERENCE ATTAINMENT

GROUPS
INDICATOR INDICATOR
OF COMMUNITY OF PERSONAL
CONTRIBUTION v AUTHORITY

INCOME
SAVING EXPENDITURE
PATTERNS PATTERNS

CONSUMPTION LIFE STYLE

Figure 1. Influence of occupation on the life style and
consumption life style of the familyl

lThe socio-economic variable influenced by occupa-
tional class has been adopted from Joseph A. Kahl, The Amer-
ican Class Structure (New York: Rinehart and Company, Inc.,
1957), pp. 53-87.

1Paul K. Hatt, “Occupation and Social Stratifica-
tion," American Journal of Sociology, LV (May, 1950), 533-34.
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2. The socio-economic variables, age and occupa-
tion of the family head, also make possible horizontal and
vertical market delineation. Horizontal market delineation
methods disaggregate consumers according to continuous socio-
economic layers, such as income classes or family age clas-
ses which can include differing socio-economic population
groups. By contrast, vertical market delineation differ-
entiates consumers according to relatively independent clas-
sificatory variables, such as occupation or sex. Little
research has been undertaken to evaluate delineating mar-
kets vertically and horizontally simultaneously. In fact,
most of the prior research has employed only the vertical
or horizontal approaches singly. The concept of horizontal
and vertical market delineation is illustrated in Figure 2.

3. Data on occupational population by age classes
are readily available. The U.S. Census monitors the popu-
lation as does the Bureau of Labor Statistics every ten
years.

4. By using age and occupation, the researcher
can examine expenditure patterns that concomitantly reflect
realistic changes in several other socio-economic variables
such as income, family size, saving patterns, family age,
and expenditures.

5. The age-occupation variables are easier to use
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Figure 2. Schema of vertical and horizontal market delin-
eation
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than social class analysis.l To disaggregate a population
according to the usual social class methods normally requires
interviewing a large sample. A few researchers have pointed
out that differences in incomes, expenditures, savings,

life styles, and family life patterns exist among the vari-
ous social class strata.2 A weakness of social class anal-
ysis, however, is that each stratum is not disaggregated

by family life cycles. Such differences appear critically
important in market delineation since a given social class
stratum may have both younger and older families which could
affect the validity of the variable for prediction purposes.
A similar limitation also holds when the general population
is disaggregated into family life cycle classes. In delin-
eating the general population into family life cycles, the
social class factor 1is ignoredo3 Therefore, in many cases
to optimize the market delineation methods both the social

class and stage in the life cycle of the family should be

lFor social class analysis in marketing see:
Richard P. Coleman, "The Significance of Social Stratifi-
cation in Selling,™ Proceedings of the 43rd National Con-
ference of the American Marketing Association, ed. Martin L.
Bell (December, 1960), pp. 171-84; and Pierre Martineau,
"Social Classes and Spending Behavior," Journal of Market-
ing, American Marketing Association, XXIII (October, 1958),
121-30. The strengths and weaknesses of employing social
class as a market delineation method are discussed in Chap-
ter II.

2Ibid., pp. 174-84.

3For life cycle analysis see: Lincoln Clark (ed.),
Consumer Behavior, Vol. II: The Life Cycle and Consumer
Behavior (New York: New York University Press, 1955). For
other problems in the implementation of life cycle analysis
see Chapter II.
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considered.

6. Occupational categories are comparable between
Standard Metropolitan Statistical Areas, cities, or other
urban areas or regions since the commonly used occupational
definitions and categories have a homogeneous meaning.

7. Occupation may also serve as a useful proxy
variable for social class. In determining social class
placement occupation of the family head is almost always
employed as a key variable. Warner recognized the impor-
tance of occupation in the determination of social class
and found occupation highly correlated with his prediction
of an individual's social class (r=,9l).l Following Warner's
investigation, Kahl and Davis also correlated occupation
to social class placement and again found occupation highly
correlated with social class estimates.2

But, in determining social class by the method gen-
erally recommended for marketing and economic purposes,
other factors are employed simultaneously with occupation.
For example, source of income, housing type, and dwelling
area are used in determining social class position by War-

ner's Index of Status Characteristics method. According

lw. Lloyd Warner, Marcia Meeker, and Kenneth Eells,
Social Class in America (Chicago: Science Research Asso-
ciates, 1949), p. 168.

2Joseph A. Kahl and James A. Davis, "A Comparison
of Indexes of Socio-Economic Status," American Sociological
Review, XX (June, 1955), 317-25.
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to Warner, "the Index of Status Characteristics is, pri-
marily, an index of socio-economic factors; but . . . it
can be used with a considerable degree of confidence as
an index of social-class position as well."l A priori
reasoning suggests that the variables, source of income,
housing type, and dwelling area are in reality dependent
upon the occupational category of the family. Therefore,
why measure each of the variables since occupational rank
is so highly correlated with social class prediction?

As noted above, the socio-economic variables, age
and occupation, appear to be useful in delineating the pop-
ulation into relatively homogeneous groups. If the age-
occupation concept is useful for market delineation pur-
poses then it must reflect significant differences in fam-
ily expenditure patterns since the concept of market delin-
eation is based on the notion that many consuming groups

can have different expenditure patterns.

The Problem

Statement of the Problem

The primary objective of this research is to in-
vestigate expenditure patterns, using both age and occupa-
tion of the family head as market delineation variables.
The potential utility of the age-occupation approach war-

rants an investigation to determine whether or not income,

lWarner, Meeker and Eells, op. cit., p. 39.
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expenditure, and savings patterns do vary within and among

family age classes of several occupational categories.

In connection with the present investigation, sev-

eral questions having potential market delineation impli-

cations are explored. Some of the questions are:

1.

How do income, saving, and expenditure patterns
vary among family age classes of each occupational
category?

How do income, saving, and expenditure patterns
vary among various age classes of different occu-
pational categories?

Should some of the occupational categories or fam-
ily age classes be combined for market delineation
and prediction purposes?

How do income elasticities for different expendi-
ture accounts vary among family age classes of an
occupational category?

How do income elasticities among family age classes
for various expenditure accounts of an occupation
vary from the elasticities of other occupational
categories?

How do family saving patterns vary within and among
occupational-age categories?

How do average propensities to consume and save
vary among the age classes of various occupational

categories?
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By examining the preceding questions, the research
can determine the influence of age and occupation of the

family head on family expenditure patterns.

Hypotheses
The major hypothesis of the study is that the socio-

economic classificatory variables--age and occupation of
the family head--reflect significant differences in family
expenditure patterns.

The research 1s also designed to test the following
specific hypotheses:

I. Socio-Economic Occupational Rank and Absolute Expendi-
ture Relationships

A. In each family age class average total dollar ex-
penditures are positively related to the socio-
economic rank of the occupation.l The higher the
occupational rank, the greater the total expendi-
tures are for families in each age class.

B. In each family age class average total food expendi-
tures are positively related to the socio-economic
rank of the occupation.

C. In each family age class average housing expendi-
tures are positively related to the socio-economic
rank of the occupation.

D. In each family age class average clothing expenditures

1 . . . .
An explanation of occupational socio-economic rank

is presented in Chapter III.
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are positively related to the socio-economic rank
of the occupation.

E. Family expenditures for housefurnishings and equip-
ment reach maximum levels in the primary age classes
for each occupational category.l

F. Family expenditures for housefurnishings and equip-
ment do not follow the socio-economic occupational
ranking scale in any age class.

G. Family automobile expenditures do not correspond
to the socio-economic occupational ranking scale
in any age class.

H. Maximum automobile expenditures for each of the
manual2 occupational categories are concentrated
in the primary age classes while maximum automobile
expenditures for each of the nonmanual3 occupational
groups are concentrated in the secondary age classes.4

II. Socio-Economic Occupational Rank and Relative Income-
Expenditure Relationships

A. In each family age class the average propensity to

lPrimary age classes are those in which the family
head's age is under 45 years.

2Manual occupational classes include skilled, semi-
skilled, and unskilled workers.

3Nonmanual occupations include professionals, man-
agers, and officials, the self-employed, and clerical and
sales workers.

Secondary age classes include those in which the
family head's age 1is over 45 years.
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consume for total family expenditures is inversely
related to occupational socio-economic rank.l The
higher the occupational socio-economic ranking,
the lower the average propensity to consume in each
age class of the occupation. That is, the research
assumes that occupations with higher socio-economic
rank also will devote more income to savings.

B. In each family age class the average propensity
to consume for the total of expenditure accounts
classified as "necessities" 1is inversely related
to occupational socio-economic ranking.2

C. In each successive occupational age class the pro-
portion of income devoted to total food expenditures
increases in the primary age classes and decreases
in the secondary age classes.

D. In each family age class of all occupations the
average propensity to consume for total food expendi-
tures is inversely related to the socio-economic

rank of the occupation.

lThe average propensity to consume (APC) is the
ratio of mean disposable income to a family expenditure
category.

21n the study "necessities"™ are defined as food,
clothing, housing, and fuel, light, refrigeration, and water.
For an alternative definition see: Donald F. Blankertz,
"A Marketing Analysis of Suburban and Urban Expenditure
Patterns," Theory in Marketing, ed. Reavis Cox, Wroe Alder-
son, and Stanley J. Shapiro (Homewood, Ill.: Richard D.
Irwin, Inc., 1964), p. 297.
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In each successive occupational age class the pro-
portion of income devoted to clothing expenditures
increases in the primary age classes and decreases
with family age in the secondary age classes.

In each family age class of all occupations the
proportion of income devoted to housefurnishings

and equipment is inversely related to socio-economic

occupational rank.

Occupational Rank and Family Disposable Income Con-
centrations

Disposable income levels for all nonmanual occupa-
tional families reach maximum levels in the second-
ary family age classes.

Disposable income levels for all manual working
families reach maximum levels in the primary family

age classes.

Absolute Savings Levels and Family Age Class

A.

In each family age class of the nonmanual occupa-
tional categories the family savings levels do not
follow the socio-economic ranking scale.

In each family age class of the manual occupational
categories family absolute savings levels follow

the socio-economic ranking scale.

Socio-Economic Rank and Income-Expenditure Elasticities

A.

The magnitude of income elasticity coefficients
for total expenditures within each age class is

inversely related to the socio-economic rank of
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the occupation.

The magnitude of income elasticity coefficients
for total food expenditures within each age class
is inversely related to the socio-economic ranks
of the occupation.

The magnitude of income elasticity coefficients
for clothing within each age class is inversely
related to the socio-economic ranks of the occupa-
tion,

The magnitude of income elasticity coefficients
for total housing expenditures within each age
class 1is inversely related to the socio-economic

rank of the occupation.

VI. Marginal Income-Expenditure Relationships

A,

In each family age class, the marginal propensity
to consume for total expenditures is inversely re-
lated to occupational socio-economic rank. The
higher the occupational ranking, the smaller the
marginal propensity to consume for total expendi-

tures.

Method of Approach

The research employs unpublished cross-sectional

data to examine variations in income, savings, and expendi-

tures of occupational family age classes. The unpublished

data are part of the 1960-61 national urban Bureau of Labor

Statistics' Survey of Consumer Expenditures. Specifically,
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the data utilized in this research represent family expendi-
tures in nine Standard Metropolitan Statistical Areas in

the North Central and Eastern regions of the United States.
Each Standard Metropolitan Statistical Area selected has

a population that exceeds 1,400,000. Further, each Stand-
ard Metropolitan Statistical Area is characterized as being
located in heavily urbanized areas, and most have a heavy
concentration of industry, similar climatic conditions,

and a relatively similar occupational distribution.

The data utilized in this research are disaggregated
into six occupational categories. And each occupational
category is further disaggregated into six chronological
age classes. For each occupational-age classification
several family expenditure accounts are examined. The
sample utilized in the research contained 2,168 families
of two or more persons each.

Since the sample employed in this study was an ag-
gregation of nine sets of Standard Metropolitan Statistical
Area data, the data from each Standard Metropolitan Statis-
tical Area had to be weighted and averaged. The initial
step in constructing the sample entailed placing the orig-
inal data from each Standard Metropolitan Area on data
processing cards. The next step involved weighting each
occupational-age class of each Standard Metropolitan Sta-
tistical Area by the number of sample families in each

occupational-age class. Then, the dollar value of each
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family expenditure account in each occupational-age class
was multiplied by the number of families in each occupational-
age class.

The next phase consisted of adding the totals of
the number of families times the value of the family ex-
penditures for each of the nine Standard Metropolitan Sta-
tistical Areas and dividing by the total number of families
in the occupation-age classes of the nine Standard Metro-
politan Statistical Areas. The computations result in a
sample representing families in all nine Standard Metropol-
itan Statistical Areas. From the resulting weighted sample,
computer programs for the marginal propensities to consume,
average propensities to consume, and average propensities
to save were constructed. To compute income elasticities
for selected family expenditures within each occupational-
age class, a computer program employing regression analysis
was employed. First, the elasticity measures and the mar-
ginal propensity to consume are used to determine the em-
phasis families place on selected goods in the different
age classes. Second, the average propensity to consume
is computed to measure the relationship between average
disposable income and each family expenditure account with-
in each occupation-age class. The average propensity to
save, the reciprocal of the average propensity to consume,
also, is computed to measure savings or dissavings within

each occupational-age class. Third, the absolute dollar
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values of income and expenditures in each occupation-age
class are examined to note the absolute differences in con-

sumption patterns of each occupational-age class.

Limitations

Certain limitations of the study and data should
be recognized.

1. The study examines the expenditure patterns
of six broad occupational categories used by the Bureau
of Labor Statistics. The grouping of several occupational
titles into a few broad occupational classes can result
in overaggregation. For example, in the occupational cate-
gory, clerical and sales workers, a wide range of incomes
is normally found which can affect the predictive value
of the average incomes and expenditures for the aggregated
occupational class. This variation must be gonsidered in
interpreting the findings of the study.

2. Certain limitations apply to chronological in-
terpretations of cross-sectional data. That is, consumers
may not always react in their economic life patterns as
indicated by cross-sectional analysis. Perhaps a more ac-
curate approach would entail investigating a large group
of families for several years and noting how their income-
expenditure relationship changes over time. However, such
an approach is difficult, costly, and time consuming.

Irving B. Kravis, in addressing the above limita-

tion of cross-sectional budget analysis, states:
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On the economic side we are faced with the all too
familiar gap between the construct of pure theory
and the statistical approximation that is available.
We would like to know how the same family or group
of families would behave at instantaneously alter-
native levels of income. Budget data for any one
period of time shows up how different families be-
have at several income levels. The difficulty can
be minimized by ensuring that all the families, at
whatever income level, are homogeneous with respect
to the social and demographic variables that influ-
ence demand relationships.i

In the present study an attempt has been made to
insure as much homogeneity within the groups as possible.
Illustratively, the occupational categories have been dis-
aggregated into six family age classes. This disaggrega-
tion procedure is expected to increase the homogeneity of
the groups studied.

3. The unpublished Bureau of Labor Statistics'
data employed in this study are also subject to errors
that may influence the findings. These limitations have
been expressed by the Bureau of Labor Statistics:

All data have been reviewed, edited, and screened
to minimize processing errors. Chance variations
due to sampling can be measured statistically and
the BLS is planning to estimate the sampling error
for selected items and groups of items. Approxi-
mately 75 percent of the families in the 1960 sample

furnished usable schedules and some of the nonre-
spondents supplied limited information on family

lIrving B. Kravis, "Expenditure-Income Relation-
ships for Consumers Durable Goods and Problems in Their
Derivation," Proceedings of the 115th Annual Meeting of
the Business and Economic Statistics Section of the Amer-
ican Statistical Association, ed. Walter F. Ryan (American

Statistical Association, 1955), p. 106.




29

characteristics which will be used to evaluate the
nature of the sample losses due to nonresponse.
Among the participating families, inaccurate report-
ing is a source of error despite continued research
in schedule design and intensive training of the
interviewers. Such inaccuracies result from memory
errors, misunderstanding of a question or reluctance
to answer i1t, and incorrect entries by the inter-
viewer. Although the BLS has accumulated substan-
tial knowledge about such reporting errors and will
continue research in this field, these errors can
not be quantified satisfactorily.

4. The time between the Bureau of Labor Statistics'
study and its subsequent release may also be a minor lim-
itation. The data utilized in this study, although collect-
ed in 1961 and 1962, were not released until 1965. However,
the National Industrial Conference Board, in its publica-

tion Expenditure Patterns of the American Family, utiliz-

ing basic Bureau of Labor Statistics data, made the follow-
ing statement.

+ « « the lapse of a reasonable period of time in
a survey of this type does not significantly affect
the usefulness of the results. Since the period
in which the survey was in the field, average con-
sumer expenditures increased but the evidence sug-
gests that the difference in expenditure patterns
among the various classifications of families . . .
remained relatively constant. Change tends to be
uniform. For instance, the variations in outlays
for food by age of family head reported in this
study are very similar to the variations reported

in the Bureau's study conducted ten years earlier. . . .2

lU.S. Department of Labor, Bureau of Labor Statistics,

Consumer Expenditures and Income Total United States, Urban
and Rural 1960-61, BLS Report No. 237-93 (Washington: U.S.
Government Printing Office, 1965), pp. 5-7.

2National Industrial Conference Board, Expenditures
Patterns of the American Family (New York: National Indus-
trial Conference Board, 1965), p. 153.
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5. The study is not meant to be representative
of the entire United States population, only to cities of
1,400,000 or more population in the North Eastern and North
Central regions of the United States. However, it is reason-
able to assume that the selected sample utilized in this
study is generally representative of other urban areas in
the United States. As a result, generalizations can be
drawn from the findings of the study which are applicable

to other urban areas in the United States.

Some Possible Contributions

The development of market delineation methods has
generated considerable interest in recent years. As a re-
sult, several approaches to market delineation have been
suggested for improving the market delineation task. Never-
theless, most of the approaches demonstrate significant
limitations affecting implementation and utilization.l

The focus of the present research is to investigate
an alternative market delineation approach which may elim-
inate many of the implementation and utilization problems
of other market delineation approaches. The age-occupation
approach to market delineation is expected to be relatively
accurate in disaggregating consumers into relatively homo-

geneous socio-economic groups. If demonstrated that

lThe limitations of several market delineation ap-
proaches will be explained in Chapter II.
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expenditures vary among the different occupational categories
and between age classes of an occupational category, the
market delineation process may be improved. By knowing
the importance the different occupations and the age classes
within an occupation place on various expenditures, several
applications are expected. One of the most significant
applications may be in building a model of consumption be-
havior based on the occupation-age variables which can be
used for predicting future macro market expenditure patterns.1
By predicting and forecasting expenditure patterns, firms
may more accurately plan marketing programs, advertising
appropriations, sales effort allocation, and the firm's
distribution networks.

Finally, it is possible that the study will provide
a basis for developing hypotheses of future market delinea-

ticn research.

Organization

The remainder of the study is organized into four
chapters. Chapter II presents a review of the contributions
of several researchers of consumption expenditures. The
review also examines the influence of income and other

socio-economic variables on family expenditure patterns.

1U.S. Department of Labor, Bureau of Labor Statis-
tics, "Uses of Family Expenditure Data," Report No. 238-13,
August, 1965, (Washington: U.S. Government Printing Office),
p. 9.
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Finally, the review presents several of the most commonly
utilized socio-economic approaches of market delineation

to determine the strengths and weaknesses of each method.

An analysis and evaluation of the data used in the study

and the research design are presented in Chapter III. The
findings of the research are presented in Chapter IV. Chap-
ter V contains the summary and conclusions, as well as sug-

gestions for future research.



CHAPTER II

REVIEW OF LITERATURE

Organization and Rationale

Since the present study is focused on consumer be-
havior and market delineation, a review of the literature
was made relating the effect of several socio-economic vari-
ables on consumer expenditure patterns. The primary objec-
tives of the review are twofold: First, theré has been
little research undertaken attempting to explain or illus-
trate differences and similarities in expenditure patterns
of different occupations disaggregated by age classes.
Therefore, a review was made of several other socio-eco-
nomic variables likely having similar influences on occu-
pational expenditure patterns. This review is used in ex-
plaining and understanding the findings of the present re-
search. The second objective of the literature review is
to evaluate the employment of several socio-economic vari-

ables in delineating markets.

Influence of Selected Socio-Economic
Variables on Family Expenditure Patterns

There are several socio-economic variables influ-

encing family expenditure patterns. To understand consumer

33
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behavior, the nature and effect of the different socio-
economic variables on expenditure patterns must be consid-
ered. Several studies have revealed in part the influence
of socio-economic factors on consumption patterns. Usually,
in order to determine the influence of socio-economic vari-
ables on consumption patterns, the researcher constructs
a "structural model."l The function of the model is to
relate the effect of several socio-economic variables on
family expenditures. A model expressing the relationship
of socio-economic and demographic variables on expenditures
is:2

Y = f(xl,xz,xs, .o Xn).

The above model denotes the relationship between Y,
the dependent variable, (expenditures) and the independent
X

variables X and Xn. The independent variables can

1 "2
include income, family size, family life cycle, occupation,
race, age, and social class. The problem normally involved
in determining the effect of socio-economic variables on
expenditure patterns is determining what variables to ex-
amine.

In addressing the above problem, Robert O. Herrmann

asserts that classical economic theory does not provide a

1Robert Omer Herrmann, "“Household Socio-Economic
and Demographic Characteristics as Determinants of Food
Expenditure Behavior" (Unpublished Ph.D. dissertation,
Michigan State University, East Lansing, 1964), p. 9.

21bid., p. 10.
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framework for the inclusion of all socio-economic variables,
only income. Therefore, other disciplines frequently must
also be utilized in determining what variables to examine.l
For marketing purposes, to understand consumer behavior
and market delineation, the selection and determination
of significant independent variables is of critical impor-
tance. Based on past empirical research, the following
socio-economic variables appear to significantly influence
family exbenditure patterns.

l. PFamily income

2. Change in family income

3. Age of household head and stage in family life
cycle

4. Family size

5. Social class and occupation

Much of the research determining the influence of
the above variables on expenditures has been conducted by
economists, market researchers, home economists and agri-
cultural economists. The agricultural economists and home
economists are primarily interested in the effects of socio-
economic variables on food expenditure patterns. Several
findings of prior empirical research on the variables are

reviewed below.

Income as a Determinant of Family Expenditures

Since the present study utilizes cross-sectional

l1bidg.
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budget data, a review was made of several consumer budget
studies. The primary purposes of the review were: (1) to
examine the contributions of pioneering budget analysts and
(2) to note the effect of income and other socio-economic
variables on family expenditure patterns over time. The
usefulness of cross-sectional data, for understanding con-
sumer behavior, is increased if basic income-expenditure
relationships remain relatively constant over time. There-
fore, several cross-sectional budget studies are examined

in order to determine the stability of family expenditures.

Foundations of Family Budget Analysis

Since society has usually been concerned with its
standards of 1living, a number of *"1living standard" studies
has been undertaken during the past two hundred years.1
Reviewing some of the studies through time primarily reveals
two changes: (1) the purposes of budget studies have changed
and (2) the scope of the studies has been enlarged. Most
of the pioneering budget studies usually examine all broad

occupational categories.2 Another significant development

lMuch of the historical development of family bud-
get analysis has been drawn from Carle C. Zimmerman, Con-
sumption and Standards of Living (New York: D. Van Nostrand
Company, Inc., 1936), Chaps. 1-17. As far as could be de-
termined, LePlay's consumption studies have not been pub-
lished in English; therefore, the background information
on LePlay relies on Zimmerman's study.

2University of Pennsylvania, Study of Consumer Ex-
penditures, Incomes and Savings, Vols. 1-18 (Philadelphia:
University of Pennsylvania, 1956); and Life, Life Study of
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in cross-sectional budget studies conducted by the govern-
ment has been to provide a "benchmark" for the formulation
of the Consumer Price Index aiding the measurement of the
“cost of living."

Some of the most significant contributors to family
budget analysis have been Frederic LePlay, Ernst Engel,
and Carroll Wright, each making unique contributions to
consumer budget analysis and directly or indirectly aiding
in the formulation of several "laws" of consumption.l The
"laws®™ not only relate income to consumption and saving,
but indirectly reflect the significance of other socio-

economic variables on consumption.

Frederic LePlay

LePlay's contributions to budget analysis and to
the social sciences in general have influenced man's think-
ing on societal well-being for nearly 150 years. LePlay
and his followers conducted budget studies in several coun-

. 2 . . . .
tries. Zimmerman, in an extremely comprehensive analysis

Consumer Expenditures (New York: Time, Inc., 1957); and
U.S. Department of Labor, Bureau of Labor Statistics, Sur-
vey of Consumer Expenditures and Income, 1960-61.

1 . . . .

The "“laws" of consumption as discussed in this
study refer to income-expenditure generalizations based
on empirical research.

2Zimmerman, op. cit., p. 418. According to Zimmer-
man, the LePlay school conducted family budget studies in
Algeria, Arabia, Austria, Bali, Belgium, California, Canada,
China, Corsica, Egypt, Great Britain, the United States and
several other countries.
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of LePlay's works, reports that LePlay was primarily inter-
ested in the economic and social well-being of a society.
To study the well-being of society LePlay used family bud-
gets as a framework for his analysis.

LePlay largely studied the relation of the stand-
.ard of living to the social structure. He early
formulated the conception that if one knew the en-
tire family budget one could describe the kind of
family. Another idea was developed from this: if
one knows the type of family one could understand 1
the total social structure of which it was a part.

LePlay's budget studies were primarily limited to
working class families. To interview families about their
expenditure patterns LePlay developed a comprehensive family
classification system to record and classify expenditures.
Zimmerman notes that LePlay's classificatory systems "“are
still models in methodology."2 LePlay's classification
system as presented by Zimmerman is noted below:

1. Place. This includes a discussion of the geo-
graphical location of the particular family
studied, and the type of industry and family
in that area. In this section is presented
the rationale for choosing the particular fam-
ily and some discussion of its representative-
ness. ’

2. Civil state. This section lists the members
of the household by age and sex, gives their

age at marriage, and includes data concerning
any children who have died. . . .

3. Religion and moral habits. Here the formal
religion of the family is given, and the degree

lipid., p. 424.

2Ibid.
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of actual adherence to the forms and tenets
of the religion is discussed.

Hygiene and health service. This discusses

the physical condition of the members, the
diseases which they have had, and their recourse
to and costs of medical treatment.

Rank of the family. This deals with the posi-
tion of the family in the social hierarchy and
describes changes in the social standing of
the family which tends to improve or depress
its occupational (economic) status.

These categories are devoted to a discussion

of the means by which the family exists. No.
6 is devoted to property, which is divided into
real property, domestic animals, and tools or
working equipment. Each item is discussed and
is given a money value. No. 7 covers subven-
tions, by which is meant the individual's rights
in connection with the property and services

of the community, the employer, or the govern-
ment. Each item is discussed and evaluated.
No. 8 involves the work and industries carried
on by the family. Details are given concern-
ing the work of the husband, wife, children,
and other family members. If the family car-
ries on any “industry," such as the keeping

of a cow or a garden, this is discussed in de-
tail.

These deal with the mode of existence of the
family. No. 9 discusses the principal items
of food, the number of meals partaken each day,
the menus of typical meals, and the time of
eating. No. 10 deals with the house, furniture,
and clothing. It involves a physical descrip-
tion of the home, a list and evaluation of the
important items of furniture and equipment,

and the clothing for each member. No. ll ends
the discussion of the modes of existence by a
characterization of the most important forms
of recreation of each member of the family.

These deal with the history of the family.

No. 12 discusses the principal phases of the
family from the birth of the parents until the
time of the study. It generally includes data
concerning the social status and occupations
of the last generation of the family. No. 13
attempts to characterize the family according
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to the mores and institutions which seem to
ensure the physical and moral well-being of
the family. . . &

1l4. Analysis of income for the year. This is al-
ways divided into four sections--property, sub-
ventions, wages, and industries--and each one
of these is always divided into two parts--the
sources of income and the income. . . &

15. The expenses. These are divided into five sec-
tions--food; household; clothing; moral, recre-
ational, and health needs; and industry, debts,
taxes, and insurance--with an additional state-
ment on yearly savings. Each section lists the
expenditure in money or the value of the goods
consumed if they were not purchased. The first
section concerns food, which is divided into
that consumed at home and that away from home.

The foods are classified into cereals, fats,

milk and eggs, meat and fish, legumes and fruits,
condiments and stimulants, and fermented drinks. . . &
The section on the household includes items of
lodging, furniture, heat, and light. . . . The
next section concerns moral, recreational, and
health needs. This lists detailed expenditures
for religion, education of the children, char-
ity, recreation and ceremonies, and medical
service. Section five lists the expenditures
for industry, debts, taxes, and insurance. . . o

1

The total contributions of LePlay are not difficult
to evaluate. His comprehensive family classificatory sys-
tems undoubtedly have influenced the present Bureau of Labor
Statistics methodological procedures. Illustratively, the
Bureau of Labor Statistics is concerned with the geograph-
ical location of the consumer, the demographic character-
istics, the rank of the family (the occupational category)
and the consumption standards of the family. LePlay's fam-

ily consumption expense categories are also quite similar

lIbid., pp. 420-32.
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to the one presently employed by the Bureau of Labor Sta-
tistics. LePlay's studies, however, were somewhat broader
in that they also investigated additional characteristics
of the consumer, such as the religion of the family, data
concerning deaths in the family, family hygiene, holdings
of property, and so forth.

LePlay's studies have provided an important bench-
mark for economists, sociologists, and anthropologists
studying the well-being of society at different points
in time. Although LePlay's working class classificatory
system is not completely comparable to the present occupa-
tional classification system, it has undoubtedly provided
an important benchmark for examining and comparing consump-

tion standards.l

Ernst Engel

Engel was strongly influenced by LePlay's earlier
worko2 Much like LePlay, Engel believed that a valid ap-
proach of appraising society's well-being was through cross-
sectional analysis. Engel, especially interested in apply-
ing the statistical method to the social sciences, made
several contributions toward understanding consumer behavior.
His interest in analyzing previous budget studies, while

the director of the Saxony Statistical Bureau from 1850

llbid., pp. 418-19 and 424.

°Ibid., p. 374.
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to 1858, led him to observe some systematic relationships
between income and expenditures.l
Wright reports that Engel compared the expenditure

patterns of three different population classes to note the
relative amount of expenditures devoted to different ex-
penditures. His population groups were: (1) "a tolerably
well-to-do member of the working class, (2) . . . a man
whose income is double that of the former, and lastly,
(3) . « « a person in easy circumstances."2 From the in-
vestigation, reports Wright, Engel found that the "“working
man" spent approximately 95 per cent of expenditures for
subsistence, clothing, lodging, and firing and lighting.
The "“man of the intermediate class" spent 90 per cent of
total expenditures for the accounts while the "person in
easy circumstances" spent 85 per cent of his expenditure
budget on the accounts. From the above expenditure rela-
tionships Engel formulated his now famous law relating in-
come to food expenditures:

The poorer an individual, a family, or a people,

the greater must be the percentage of the income

necessary for the maintenance of physical susten-

ance, and again of this a greater portion must be
allowed for food.S3

lIpid., p. 39.

2Massachusetts Bureau of Statistics of Labor, Sixth
Annual Report of the Bureau of Statistics of Labor, Public
Document 31 (Boston: Wright & Potter, State Printers, 1875),
pp. 437-38.

3Zimmerman, op. cit., p. 101.
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It is reasonable to assume that the lower income groups
will spend a greater percentage of their incomes on neces-
sities. But, does the same relationship hold for other
expenditures? Following Engel's presentation of his food
law, others began to investigate if the law was generally
valid for other expenditures. One of the first to do so
was Carroll Wright, in 1876, while serving as Director of

the Massachusetts Bureau of Statistics of Labor.

Carroll Wright

As a contemporary of Engel, Wright reinterpreted
Engel's Law and published the following four statements
which have generally become known as "“Engel's laws."

1. That the greater the income, the smaller the
relative percentage of outlay for subsistence.

2. That the percentage of outlay for clothing is
approximately the same, whatever the income.

3. That the percentage of outlay for lodging, or
rent, and for fuel and light, is invariably the
same, whatever the income.

4. That as income increases in amount, the percent-
age of outlay for "“sundries"™ becomes greater.

Zimmerman notes, however, that the above statements
of Wright were “an erroneous interpretation of Engel's law"
since Engel's law applies only to food expenditures. Un-
fortunately, several researchers have empirically attempted

to invalidate Engel's law by using the law to predict other

lMassachusetts Bureau of Statistics of Labor, op.
Cit., pO 438.
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income-expenditure relationships. Several consumer budget
researchers believed that Engel's law also would hold for
other family expenditures. As Zimmerman notes:

On the basis of this [Wright's] interpretation,

it has become popular in many studies to abridge
and reinterpret Engel's law. Thus, F. H. Streigh-
toff found that in New York City clothing percent-
ages increase with increasing income while percent-
ages for fuel, light, and housing expenditures de-
crease. W. F. Ogburn, in a statistical study of
families in the District of Columbia, showed that
the percentage of expenditure for clothing increased
and the percentage of expenditure for rent, fuel,
and light decreased with increasing income. Ogburn
mistakenly attributes such formulations to Engel,
just as do two-thirds to nine-tenths of all studies,
outside of German literature, dealing with this
particular subject.l

However, Wright made the conclusions by examining
the data of Engel's study. In reality, it appears that
Engel formulated his income-food expenditure "“law" while
Wright, examining the same data source, only expanded on
the income-expenditure relationships rather than misinter-
preted Engel's findings. Therefore, Wright should be given
credit for formulating the "“laws" regarding "“clothing,"
"lodging or rent,% "“fuel and light,"™ and "sundries."

Wright made many contributions to the study of fam-

ily budget analysis. As Director of the Massachusetts

lZimmerman, op. cit., p. 101l. The "mistake" in

the nomenclature and interpretation of Engel's law is found
frequently in the economics and marketing literature. See:
William A. Berridge, Emma A. Winslow, and Richard A. Flinn,
Purchasing Power of the Consumer: A Statistical Index (New
York: A. W. Shaw and Company, 1925), p. 168; and Paul A.
Samuelson, Economics: An Introductory Analysis (New York:
McGraw-Hill Book Company, Inc., 1964), p. 209.
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Bureau of Statistics of Labor, he concentrated primarily on
studying laborers' living conditions. In 1875, he studied
both skilled and unskilled workers and compared their con-
sumption habits in value, quantity, and qualities. Wright's
comprehensive methods created a foundation for most of the
subsequent budget studies. As Zimmerman stated in 1935,

methods of budget analysis had not advanced greatly.l

Development of "Laws" of Consumption

LePlay, Engel, Wright, Zimmerman, and other budget
analysts formulated several consumption "laws" in an attempt
to explain specific income-expenditure relationships. The
consumption "laws" are presented below by specific expendi-
ture category and the formulator of the “law.“2

Food consumption "“laws"

Engel:

The poorer an individual, a family, or a people,
the greater must be the percentage of the income
necessary for the maintenance of physical susten-
ance, and again of this a greater proportion must
be allowed for food.3

Wright:

That the greater the income, the smaller the rela-
tive percentage of outlay for subsistence.4

lZimmerman, op. cit., p. 471.

2Ibid., pp. 51-53. Zimmerman presents several other
consumption "laws." Many of the "laws" presented in Zimmer-
man's writings duplicate the laws presented in the research
and have been deleted from the study.

31pbid., p. 51.

4Massachusetts Bureau of Statistics of Labor, op.
cit., p. 438.
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Clothing “laws"

Wright:

The percentage of outlay for clothing is approxi-
mately the same, whatever the income.

Halbwachs:

Labor spends a little less per adult unit for cloth-
ing than employers in the same income group. Offi-
cials spend a great deal more per adult unit for
clothing than employees and laborers in the same
income class.

Rent, fuel, light, and housing "laws"

Wright:
The percentage of outlay for lodging, or rent, and
for fuel and 1light, is invariably the same, what-
ever the income.

Chapin, Streightoff, and Ogburn:

With increasing incomes, the percentages for fuel,
light and housing decrease.

Miscellaneous or sundry "“laws"

Wrights:

As the income increases in amount, the percentage
of outlay for “sundries" becomes greater.>

Evaluation of Consumption "Laws"“

The consumption "“laws" were originally formulated

l1pid.

2Zimmerman, op. cit., p. 52.

3Massachusetts Bureau of Statistics of Labor, op.
cit., p. 438.

4Zimmerman, op. cit., p. 52.

5Massachusetts Bureau of Statistics of Labor, op.
cit., p. 438.
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to explain relationships between income and consumption

of specific expenditures. However, since many of the "“laws"
were developed 50-100 years ago, several important changes
have occurred in our society which may affect the validity
of the "laws." As an example, when the "“laws" were being
developed there was little consumer credit, especially for
the working class families. Therefore, the incomes of fam-
ilies usually placed rigid restrictions on family expendi-
tures. By contrast, in our society consumer credit is com-
monly used, and as a result, current family income does

not place such a rigid parameter on spending behavior.

The majority of the pioneering budget studies also
dealt with families spending most of their incomes usually
on subsistence expenditures.l And the families of Engel's
and Wright's period came much closer to the conception of
"economic man" than do current families since most current
families have discretionary income. Most of the pioneering
budget analysts did not consider the proposition that some
goods have an "“economic" significance while others may have
“"socio-psychological®" significance. Illustratively, eco-
nomic goods are consumed for the satisfaction of physiolog-

ical needs while socio-psychological goods are demanded for

11pid., p. 440. wWright estimates that in 1875 skilled
workers in Massachusetts devoted 93 per cent of their in-
comes for subsistence (food), clothing, rent, and fuel. 1In
this study "necessities™ are defined as total food, housing,
clothing, and utilities.
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their use as symbols of status and mobility.1

Other changes having possible effects on current
family expenditure patterns are the existence of Social
Security benefits, minimum wage laws, guaranteed annual
wage contracts, annuities, retirement plans, and subsidized
medical care.

The general validity of the consumption "laws" over
time can be evaluated by reviewing several American cross-
sectional budget studies. By reviewing the proportion of
income spent for various commodities in major budget studies
conducted from 1875 to 1950 several relationships are noted
below tending to validate some of the above consumption
laws. The budget studies are found in Appendix I.

l. The proportion of income spent for food or sub-
sistence generally decreases as income increases in all
the budget studies f'validating" Engel's and Wright's "laws."

2. Wright's "law,"™ "the percentage of outlay of
clothing is approximately the same, whatever the income,"
is not "validated" in the budget studies since the percent-
age of income spent on clothing increases with increase
in income.

3. Wright's "law," '"the percentage of outlay for
lodging, or rent, and for fuel and light, is invariably

the same, whatever the income," is somewhat difficult to

lPierre Martineau, "Social Classes and Spending
Behavior," Journal of Marketing, Vol. 23 (October, 1958),
pp. 123-25.
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“validate." However, in the 1874-75, 1881-91, 1901 studies,
utilities plus housing or rent expenditures do remain rela-
tively constant in spite of changes in income. However,
in the 1934-36 and 1950 studies, fuel, light, refrigeration,
and housing tend to decrease proportionately as income in-
creases. The latter two studies of 1934-36 and 1950 cor-
respond to Chapin's, Streighloff's, and Ogburn's statement
that "with increasing incomes, the percentage for fuel,
light, and housing decreases."

4. Wright's "“law," "that as income increases in
amount, the percentage of outlay for 'sundries' becomes
greater," is also "validated" by the study.

Change in Income as a Determinant
of Expenditures

Another variable likely having a significant influ-
ence on family expenditure patterns is the change in incomeol
Unfortunately, the effect of the change in income variable
frequently has been ignored in the marketing literature.

To examine the effects of change in income a review was
made on three contemporary income hypotheses explaining
the effect of change in income on family expenditure and
saving patterns.

In recent years, the influence of a change in in-

come on consumption patterns primarily has been studied by

lElizabeth W. Gilboy, "Income-Expenditure Relations,"
Review of Economic Statistics, Vol. XXII, 1940, pp. 115-21.
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economists and agricultural economists. By analyzing change
in income-expenditure relationships, three hypotheses have
been posited: (1) the absoluté ihéome hypothesis, (2) the
relative income hypothesis, and (3) the permanent income
hypothesis. Each hypothesis attempts to explain how con-
sumers adjust consumption to new income levels. All the
hypotheses can be utilized in determining and interpreting

. . . . 1
cross—sectional income-expenditure relationships.

Absolute Income Hypothesis

Keynes, one of the first to comprehensively examine
the relationship between change in income and consumption,
developed the absolute income hypothesis primarily because
classical economic doctrine did not adequately explain in-
come-aggregate consumption behavior. As a result, Keynes
posited a revolutionary approach for explaining income-
consumption relationships.

When Keynes wrote the General Theory about the only

data available for analyzing income-consumption relation-
ships were cross-sectional studies.2 From the cross-sec-
tional budget studies Keynes noted wide variations in con-

sumer expénditure patterns. Keynes observed, for example,

lA comprehensive examination of the three hypotheses
is presented in: Robert Ferber, "Research on Household
Behavior," American Economic Review, 52:19-63, 1962.

2J. M. Keynes, The General Theory of Employment
Interest and Money (New York: Harcourt, Brace and Company,
InCO’ 1936).
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that consumption generally decreases at an increasing rate
as income increases.l From such observations, Keynes de-
veloped his consumption function and the absolute income
hypothesis. As Hansen noted in his interpretative analysis
of Keynes:

Keynes' most notable contribution, however, was
his consumption function. The psychological pro-
pensities of consumers plus the institutional be-
havior patterns of the community (notably those
of business firms) are such, he argued, that (1)
some part of income (except at very low levels)
is saved and (2) of any net addition to real income,
some of the increment is saved. Accordingly, the
behavior patterns of the community are such that
a gap exists (which gap widens absolutely as real
income increases between the amount the community
wishes to consume and the output the community is
capable of producing.?

The Keynesian relationship among income, consump-
tion, and saving can be illustrated in Figure 3.

45° INCOME = CONSUMPTION

L.

CONSUMPTION FUNCTION

A

CONSUMPTION

INCOME

A denotes dissaving
B denotes saving

Figure 3. Graphical illustration of the absolute income
hypothesis

1Ipid., pp. 96-97.

2Alvin H. Hansen, A Guide to Keynes (New York:
McGraw-Hill Book Company, Inc., 1953), p. 27.
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Keynes posited several hypotheses attempting to
explain the slope of the consumption function. Keynes be-
lieved the slope partially was determined by social and
psychological influences on the consuming unit. The social
factors included income distribution and occupation while
the psychological influences were determined mainly by con-
sumer "“expectations."

In Figure 3, to the right of the equilibrium point
(where consumption equals income), income increases both

absolutely and relatively as compared to the increase in

consumption expenditures. Keynes expressed the fundamental
relationship between consumption and income in terms of
the marginal propensity to consume expressed as

the change in consumption

M.P.C. = the change in income

Under the Keynesian assumption the marginal propensity to
consume, the consumption function slope, must be less than
unity. The reciprocal of the marginal propensity to con-
sume, the marginal propensity to save, asserts under the
Keynesian analysis that, as income increases absolutely,

saving will also tend to increase absolutely and relatively.

Relative Income Hypothesis

Due to a significant limitation of the Keynesian
income-consumption hypothesis, notably that a stable and
predictable relationship did not always exist between con-

sumption and income, an alternative hypothesis was sought
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which would aid in explaining the instability. Empirical
investigations revealed that increases in consumption tended
to lag behind increases in income; decreases in consumption
lagged behind decreases in income. Duesenberry maintained
consumption was determined in part by former living stand-
ards.l That is, if income increased, families would not
immediately increase consumption expenditures since the
expenditure patterns of families were conditioned to pre-
vious standards of living. Conversely, if income decreased,

the family would not immediately decrease consumption ex-

penditures. Duesenberry's hypothesis 1s illustrated in

Figure 4.
CONSUMPTION EQUALS INCOME
450

LONG RUN
CONSUMPTION
FUNCTION

5 SHORT RUN

H CONSUMPTION

& FUNCTION (2)

s

o SHORT RUN

Z CONSUMPTION

S FUNCTION (1)

° INCOME

Figure 4. Graphical illustration of the relative income
hypothesis

1J. S. Duesenberry, Income, Saving and the Theory
of Consumer Behavior (Cambridge, Mass.: Harvard University
Press, 1952), Chap. S.
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In the "“short run," as income increases or decreases
consumption increases or decreases but not as rapidly as
income. Families usually exhibit a short run consumption
function with increases in income. However, in the "long
run® consumption patterns will generally adjust to the new
income levels.

A neoclassical addition to the relative income hy-
pothesis introduced the wealth effect. With the addition
of the wealth effect, variations in income, saving, and
consumption patterns could partially be reconciled and ex-
plained.l For example, when family income decreased, con-
sumption usually did not immediately decrease. The neo-
classical approach explained the lag in consumption was
due to the "wealth" of the family, such as stocks, bonds,

and other assets.

Permanent Income Hypothesis

As noted previously, the literature reveals a di-
versity of opinion on the effect of income change on ex-

penditure patterns. Ruth Mack decided the direction of

lJ. Tobin, "Relative Income, Absolute Income, and
Savings," in Money, Trade and Economic Growth, Essays in
Honor of John H. Williams (New York: Macmillan Company,
1951), pp. 135-56. Tobin found that the income-consumption
relationship could be explained by other factors than "rela-
tive income." For example, he studied the difference in
saving habits between Negro and white families and found
that although Negro and white families may have equal in-
comes, the white family usually saved less. Tobin main-
tained that the difference was due to the greater amount
of wealth (assets) white families possessed.
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change in income should be regarded as a determinant of
expenditures.l By utilizing Bureau of Labor Statistics
data gathered in 1942, Mack found the effect of changes

in income of families on expenditures. The families were
separated into the following three "“income-change" classi-
fications:

l. Families whose income in the first quarter of
1942 (converted to annual basis) was within

plus or minus five percent of their 1941 income.

2. Families whose income had increased by more
than five percent.

3. Families whose income had declined by more than
five percent between 1941 and the first quarter
of 1942.2

After plotting the income-consumption regression
for each of the income-change classifications, Mack made
the following observations.

l. At each income level, expenditure 1is consider-
ably higher for fallen income families than
those whose income was stable or rising.

2. The income spending patterns of risen and stable
income families do not appear to be markedly
different although there does seem to be a
faint tendency for rising income families to
spend slightly less than stable income families
at all levels of income except the top one.

3. Expenditures for the full sample seem to shift
somewhat less with a given shift in income
class (the regression is flatter) than for

lRuth P. Mack, "The Direction of Change in Income

and the Consumption Function," The Review of Economics and
Statistics, 30:239-58 (November, 1948).

2

Ibid., p. 240.
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any of the income-change groups. This tendency,

which disappears in the highest income class,

is caused by the fact that falling incomes were

relatively more common in the lower income clas-

ses and rising incomes in the higher classes.l

Mack further reports that other studies confirm
that families whose income falls into a lower income class
tend to spend more than the average for the lower income
class group. Further, in cases where family income rose
to a higher income class the level of expenditure tended
to be somewhat lower than the average for that income class.
In both cases Mack believed the expenditure behavior was
due, in part, to the level of prior expenditures. In one
sense, part of the family's expenditure patterns are “con-
tractual." Expenditures for automobiles, owned housing,
rent and utilities are not as easily adjusted upward or
downward with changes in income.

These findings led some economists to believe that
present consumption is related primarily to the consumer's
expectations of what their “permanent! income is rather
than current income. Moreover, short term variations in
income were thought to influence savings more than expendi-
tures: as income increases in the short run consumption

increases more slowly, and savings increase proportionately

greater than consumption.

1pid., p. 241.

°Ibid., p. 258.
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Friedman's version of permanent income hypothesis
is best known although others, such as Modigliani and Brum-
berg, have formulated similar hypotheses.l Friedman's hy-
pothesis maintains that the family's perception of permanent
income is the most significant variable in explaining a
family's consumption patterns. Although a family's income
may fluctuate in the short run, consumption is usually sta-
ble. For example, if income of a family suddenly increases
or decreases there likely will be little change in the ex-
penditures of the family unless the family perceives that
the income change is permanent. Figure 5 illustrates the

permanent income hypothesis. LONG RUN

CONSUMPTION
FUNCTION

SHORT RUN CONSUMPTION
FUNCTION

SHORT RUN CONSUMPTION
FUNCTION

SHORT RUN CONSUMPTION

c. EP—— — — — e e — FUNCTION

CONSUMPTION
N

Yl Y2 INCOME

Figure 5. Graphical illustration of the permanent income
hypothesis '

lMilton Friedman, A Theory of the Consumption Func-
tion (New York: National Bureau of Economic Research, Prince-
ton University Press, 1957), pp. 20-37; and Franco Modigliani
and R. Brumberg, "“Utility Analysis and the Consumption Func-
tion--An Interpretation of Cross-Section Data,"™ in K. K.
Kurihara (ed.), Post-Keynesian Economics (New Brunswick,
N.J.: Rutgers University Press, 1954), pp. 388-436.
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In Figure 5, for example, consumers have an increase
in income to income level (Y2). Under the assumptions of
the permanent income hypothesis, consumers would not adjust
consumption to the new level (C2) unless the new income
level was perceived as permanent. It is likely, however,
consumers usually make some minor adjustments with increases

or decreases in income.

The Income Hypotheses and Family Savings

The Keynesian absolute income hypothesis points
out as income increases savings increase both absolutely
and relatively. By contrast, the relative income hypoth-
esis states savings are employed to "adjust®"™ to a new con-
sumption level. When income changes to a new level, con-
sumption usually does not adjust automatically. The family
savings are used, for example, when a family adjusts to
a new lower income level. The permanent income hypothesis
reflects a similar relationship, according to the hypoth-
esis savings are used to help balance consumption and the

. . . 1
consumer's perception of his permanent income.

lGeorge Katona, "Effect of Income Changes on the
Rate of Saving," Review of Economics and Statistics, 31:
95-102, 1949. Katona, using data from the Survey of Con-
sumer Finance, found in the short-run savings usually in-
Crease proportionately more than income with increases in
income and with decreases in income dissavings by families
is more likely to occur than with consumers having a lower
stable income level. Katona explains the income-saving
relationship two ways: (1) consumers develop slowly chang-
ing consumption habits and (2) expectations of the future
income levels of families.
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Using the permanent income hypothesis to explain
income-saving relationships, Eizenga studied the saving
patterns of various occupational groups classified by in-
come classes. Using the 1950 Bureau of Labor Statistics'

Study of Consumer Expenditures, he found that occupational

groups do not save the same amount at similar income levels.
He also found the occupations which dissaved the most at
lower income levels tended to save more at higher income
levels.

Some of Eizenga's findings are presented below:

l. Self-employed people had greater savings at
income levels above $8,500; however, up to $4,500 the self-
employed dissaved.

2. Professionals save less than the self-employed
at higher income levels and dissave less at lower income
levels.

3. Professionals and skilled wage earners exhibit
similar saving patterns at all income levels. The profes-
sionals save only a little more than skilled wage earners
at most income levels.l

Eizenga explains that the occupational income-saving
relationships can be explained using Friedman's permanent
income hypothesis:

All the occupation groups dissave at lower income
levels and save at higher income levels. And they

lw. Eizenga, Demographic Factors and Savings (Am-
sterdam: North-Holland Publishing Company, 1961), p. 70.
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dissave more at lower and save more at higher in-
come levels, the higher the permanent income that
can roughly be approached by the average income

of each occupational group. The average income

of the self-employed people and the salaried pro-
fessionals is considerably higher than that of
other occupation groups. And according to the
permanent income hypothesis, consumption tends

to be a function of permanent income. There still
remains the question: how can the dissaving pos-
sibility be explained. As far as the older-retired
people are concerned, those just draw on their pre-
vious accumulated savings. But what about the young-
er people in high-income occupations with low in-
comes? They have confidence in the future returns
of their present activities. This, however, only
explains the willingness to borrow money. But

such people have a big chance of finding a lender.
Financial intermediaries, considering such appli-
cations, will base their decision on the expected
income development. And both groups, although par-
ticularly the self-employed people, might be able
to get credit. Self-employed people have other
forms of security than do salaried professionals.
Indeed, material wealth is a better basis for credit
than non-material wealth. This might be the reason
why self-employed people dissave more at lower in-
come levels than salaried professionals with almost
the same average income.

Stage in Family Life Cycle as a
Determinant of Expenditures

The observation that families have rather distinct
social and economic family life stages has generated con-
siderable interest in marketing and economics. Rural soci-
ologists, however, were the first to study and delineate
the family life stages. They were of the opinion that the
family life cycle could delineate differences in urban and

rural cultures; show changes in the socio-economic status

Ipid., pp. 71-72.
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of the family; and that it could measure family productiv-
ity.l Economists and market researchers began developing
serious interest in the life cycle concept in the early
1950's to determine what specific effect, if any, the fam-
ily life cycle had on expenditure patterns and whether the
family life cycle could be employed in delineating markets
and predicting consumer demand.2

Fisher maintains the family life cycle concept is
a useful framework for explaining variations in the family's
perception of its income and consequently consumption be-
havior. Fisher believes the younger family frequently has
a different perception of income and saving than an older
family. Fisher also believes the perception of price changes
is influenced by age of family. A crucial question arising
from Fisher's investigation is whether age of family or
the "economic correlation of age™ is more important in af-

fecting the family's perception of income, consequently

lPitirim A. Sorokin, Carle C. Zimmerman, and
Charles J. Galpin, A Systematic Source Book in Rural Soci-
ology (Minneapolis: University of Minnesota Press, 1931),
II, pp. 3-32; Charles P. Loomis, "“The Study of the Life
Cycle of Families,™ Rural Sociology, June, 1936, pp. 180-99;
and J. A. Beegle and C. P. Loomis, "Life Cycles of Farm,
Rural-Nonfarm, and Urban Families in the United States as
Derived from Census Materials," Rural Sociology, March,
1943, pp. 70-74.

2Lincoln Clark (ed.), Consumer Behavior, II: The
Life Cycle and Consumer Behavior (New York: New York Uni-
versity Press, 1955).




62

influencing expenditure patterns.l
Lansing and Kish believe the family life cycle should

be considered as an independent variable which can be sub-
stituted for chronological age in many types of consumer
research since the stage in the family life cycle may have
greater “explanatory" powers. The authors, like Fisher,
maintain the stage in the family life cycle embodies other
socio—-economic variables which influence expenditure pat-
terns. As Lansing and Kish state:

It is well known that changes occur in people's

attitudes and behavior as they grow older, but many

of these changes may be associated less with the

biological process of aging than with the influence

of age upon the individual's family memberships.

Thus, the critical dates in the life of an individ-

ual may not be his birthdays so much as the days

when a change occurs in his family status, for ex-

ample, when he marries, or when his first child
is born.

On the other hand, Lansing and Morgan have utilized
the family life cycle as a variable for explaining consumer

. . . 3 .
incomes, savings, and expenditure patterns. Using cross-

lJanet Fisher, “Family Life Cycle Analysis in Re-
search on Consumer Behavior," Consumer Behavior, ed. Lincoln
Clark, Vol. II (New York: New York University Press, 1955),
pp. 28-=36.

2John B. Lansing and Leslie Kish, "“Family Life Cy-
cle as an Independent Variable," American Sociological Re-
view, October, 1957, pp. 512-13.

3John B. Lansing and James N. Morgan, “Consumer
Finances Over the Life Cycle," Consumer Behavior, ed. Lincoln
Clark, Vol. II (New York: New York University Press, 1955),

pp' 36—510
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sectional data from the Survey of Consumer Finances in 1952
and 1953, Lansing and Morgan analyzed variations in income,
savings, and expenditure patterns in the economic life his-
tory of families. They pointed out in their study that
family income increases, then decreases over the life cycle.
However, the findings were somewhat surprising since family
income peaks were normally reached in the "young married
childless class." Lansing and Morgan also explained the
family income patterns by analyzing the wife's contributions
to the family income stream. In the "young married child-
less stage"™ approximately 63 per cent of the wives worked
for salaries or wages. In the next stage, '"young, youngest
child under 6," only 23 per cent of the wives received in-
come which indicates that as the young families have child-
ren the income stream of the wives diminishes and conse-
quently total family income declines. The next stage,
"young, youngest child six or over," reveals that incomes
again rise. Further, the percentage of wives who work
again increases. From the above stage to the "“older, no
children under 18" stage income and the percentage of wives
working decreased. The relationship of the wife's contri-
butions to the family's income stream is illustrated in
Table 3. Unfortunately, Lansing and Morgan do not explain
the relative importance of the wife's contribution to fam-
ily income which depends upon how much both the husband

and wife make.

Table 4 illustrates the family income-life cycle
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TABLE 3

INCOME FROM WAGES AND SALARY OF THE WIFE AT DIFFERENT STAGES
IN THE LIFE CYCLE--AVERAGE ALL INCOME CLASSES, 1953

Percentage of Wives
Earning Wage or

Family Life Cycle Stage Salary Income
Young, childless 63%
Young, youngest child under six 23%
Young, youngest child six and over 38%
Older (over 45), with children 24%
Older, no children under eighteen 23%

Source: John B. Lansing and James N. Morgan, "“Con-
sumer Finances Over the Life Cycle," Consumer Behavior, ed.
Lincoln Clark, Vol. II (New York: New York University Press,
1955), p. 40.

TABLE 4

THE MEDIAN INCOME OF SPENDING UNITS AT DIFFERENT STAGES IN
THE LIFE CYCLE, 1952 AND 1953

Median Income Median Income

Family Life Cycle Stage 1952 1953
Young, single $2,600 $2,600
Young, married, childless 4,600 4,800
Young, married, youngest child

under six 4,200 4,300
Young, married, youngest child

six or over 4,500 5,000
Older, married (over 45), with

children 4,400 4,300
Older, married, no children under

eighteen 3,600 3,900
Older, single 1,700 1,700

Source: John B. Lansing and James N. Morgan, "Con-
Sumer Finances Over the Life Cycle," Consumer Behavior, ed.
Lincoln Clark, Vol. II (New York: New York University Press,
1955), p. 39.
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relationship. 1In Table 4 family median income in both 1952
and 1953 are relatively high in the "“young, married, child-
less" stage, as compared to the other life cycle stages,
which corresponds to the high percentage of wives working
(Table 3). However, in both years median income decreases
in the stage "young, married, youngest child under 6™ and
only 23 per cent of the wives worked. An increase in median
income is noted in the "“young, married, youngest child six
or over"™ stage which corresponds with the percentage of
wives receiving income (38 per cent; see Table 3). From
that stage, median income for families tends to decrease

as does the percentage of working wives.

Lansing and Morgan explain further that the family
life cycle offers a vehicle for studying durable goods spend-
ing patterns. Although Lansing and Morgan's analysis is
limited to durable goods, several findings are presented.
The research noted family expenditures for durable goods
follow a "priority system'"; as a result, families frequently
tend to allocate income to durable goods at varying rates,
depending on the life cycle stage and the type of durable
good. The highest percentage of families buying houses
occurred in the category "“young, married, youngest child
under 6" and gradually declines over the life cycle.

In new automobile purchases the percentage of fam-
ilies buying new automobiles reaches a peak in the "“young,

married, youngest child over 6" stage and then decreases.
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By contrast, the percentage of families buying used cars
remains relatively high in both the "“young, married, child-
less" and the '"young, married, youngest child under 6" stages.
In the purchase of furniture two peaks are reached: first,
in the "young, married, childless" class and then in the
"young, married, youngest child over 6." The highest per-
centage of families purchasing refrigerators is found in

the “young, married, childless™ class. A similar relation-
ship is presented noting the percentage of families purchas-
ing stoves. By contrast, the highest percentage of families
purchasing washing machines is found in the "“young, married,
youngest child under 6" class. The purchase of television
sets also is higher in the "young, married, youngest child
under 6" class.

The relationship among stage in family life cycle,
median income, and percentage of families purchasing select-
ed durable goods is presented in Table 5.

It was further demonstrated by Lansing and Morgan
that the family life cycle could be utilized to examine
changes in assets and debts. The findings of Lansing and
Morgan indicated the following relationships.

1. The percentage of families with any ligquid as-
sets remains relatively constant in all family life cycle
stages.

2. The median liquid assets per life cycle stage
initially increase, reach a peak, decrease, and gradually

increase.
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3. The percentage of families with any type of
debt increases, then decreases.

In a study by Herrmann it was found that the life
cycle stage ranked third as a determinant of food expendi-
tures. The degree of urbanization and region exerted more
influence in explaining food expenditure variations. 1In
his research, Herrmann also noted two other important find-
ings: (1) There were only minimal expenditure differences
between husband and wife life cycle stages with children.
(2) Similar expenditure patterns existed between childless
categories, such as couple, wife under 40, no children,
and couple, wife 40-64, no children present.l

Social Research, Incorporated, examined furniture
buying difference among working class and middle class fam-
ilies to determine what difference, if any, exists in the
purchase of furniture between broad family life stages.

The research reported most young working class and middle
class families generally place emphasis on the inexpensive-
ness and practicality of furniture rather than on style

and beauty.2 Nevertheless, of the two classes of young

families, middle class families "feel somewhat more compelled

lHerrmann, op. cit., pp. 76-78.

2Social Research, Inc., "Furniture Buying and Life
Stages," Reprinted from Kroehler Report, Kroehler Manufac-
turing Company, 1958, cited in Martin M. Grossack (ed.),
Understanding Consumer Behavior (Boston: Christopher Pub-
1ishing House, 1964), p. 288.
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to exhibit 'taste' at this period than do lower status fam-
ilies."l Taste, according to the research, is exemplified
by selecting a basic style of furniture even though only
a few pieces are generally purchased.2

Other variations in furniture purchase patterns
are also noted in the middle life stages of the working
and middle class families. The middle class family usually
"restocks" when the children reach adolescence. The research
explains that the middle class parents believe that good
furniture is necessary "“to launch their children on the
'proper' dating routine."3 By contrast, the working class
family in the middle life stages usually do not ®restock"
furniture until the children have left home because of com-
peting demands on the family budget and the belief the fur-

niture would receive better treatment.4

Social Class as a Determinant of Expenditures

Merrill defines social class as "“a large and com-
paratively permanent group of persons of both sexes and
all ages who occupy a common social position in a hierarch-

ical ranking within a given societyo5

Ipid., p. 288.

2Ibid.

3.

Ibid., p. 289.

41pig.

5Francis E. Merrill, Society and Culture--An Intro-

duction to Sociology (Englewood Cliffs, N.J.: Prentice-
Hall, Inc., 1958), p. 280.
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The primary problem in determining the influence
of social class on family expenditure patterns is twofold:
First, determining the general method and the validity of
the method as a means of stratifying the general population;
second, determining the specific indices to employ in that
me thod. John Howard addresses the concept of social class
and concludes that research on the effect of social class
on expenditure patterns is sparse.l There have been some
studies, however, relating social classes to differences

in buying behavior. A study sponsored by the Chicago Tribune

and directed by W. Lloyd Warner related social class place-
ment to differences in consumption patterns. To delineate
the various social classes an Index of Status Characteris-
tics was formulated based on a combination of socio-economic
variables. Each index selected was weighted by a descending
scale from 1 to 7. The lower the index number, the higher
the Index of Status Characteristic. The indices employed
in the construction of the social class strata and the
weights attached to each were:2

(Weighted by 5) Occupation (from 1-7 categories)

(Weighted by 4) Sources of Income (from 1-7 types)
(Weighted by 3) Housing Type (from 1-7 types)

lJohn A. Howard, Marketing: Executive and Buyer

Behavior (New York: Columbia University Press, 1963), p.
162,

2Pierre Martineau, "“Social Classes and Spending
Behavior," Journal of Marketing, 23:125, October, 1958.
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The individual's total weighted score was used to
place him in a social class. Each stratum formulated is
noted below:

Upper Class

Upper-Middle Class
Lower-Middle Class
Upper-Lower Class
Lower-Lower Classl

The findings of the study revealed that there is
a general relation between income and social class position.
However, Martineau maintained that income was only a rough
indicator of the consumption behavior of the different so-
cial class strata and was illustrated by comparing house-
hold appliance purchase patterns of families classified
by income and social class. By income placement a little
over one-third of the home appliances were purchased by
the highest income group. But when analyzed by social class
placement, the Upper and Upper-Middle social classes pur-
chased only one-sixth of the appliances. The purchases
of appliances by income class are illustrated in Table 6.

Table 7 illustrates the percentage of appliances
purchased by social class and the approximate percentage
of the population in each social class. The data on the
percentage of appliances purchased by social class reveal
that the Upper and Upper-Middle classes purchased only one-

sixth of the appliances.

11bid.



72

TABLE 6

PURCHASES OF HOUSEHOLD APPLIANCES OVER FOUR YEAR PERIOD
BY INCOME CLASS OF THE FAMILYl

Per cent of Appliances Per cent of

Purchased by Income Population in
Income Class Class Each Class
$7,000 and over 36% 20%
$4,000-6,999 46% 47%
Under $4,000 17% 33%

lPer cents rounded to nearest whole number for per
cent of appliances purchased and per cent of population in
each income class.

Source: Estimates of the per cent of appliances
purchased by income class from Pierre Martineau, "Social
Classes and Spending Behavior," Journal of Marketing, Octo-
ber, 1958, p. 126. Estimates of per cent of population in
each income class from U.S. Bureau of Census, U.S. Census
of Population: 1960, General Social and Economic Character-
istics, Illinois (Washington: U.S. Government Printing
Office, 1963), p. 335. The percentage of the sample popu-
lation in each income class was not available from the orig-
inal study. The U.S. Census of Population estimates are
used for purposes of illustration.

TABLE 7

PURCHASES OF HOUSEHOLD APPLIANCES OVER FOUR YEAR PERIOD
BY SOCIAL CLASS POSITION OF THE FAMILYl

Per cent of Appli- Per cent of Popu-

ances Purchased lation in the
Social Class by Social Class Social Class
Upper and upper-middle 17% 8%
Lower-middle 29 28
Upper-lower 46 44
Lower-lower 9 20

lPer cent of appliances purchased and per cent of
pPopulation in each social class rounded to nearest whole
per cent.

. Source: Pierre Martineau, "“Social Classes and Spend-
1ng Behavior," Journal of Marketing, October, 1958, p. 126.
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From the data presented in Table 6 and Table 7,
several interesting observations can be made. By disaggre-
gating appliance purchases by income and social class, it
is revealed that in both the middle income and social classes
the percentage of appliances purchased generally corresponds
to the percentage of population in those groups. However,
in both the upper social classes and income classes a rela-
tively high percentage of the appliances are purchased by
a relatively small percentage of the population. By con-
trast, in the lower social classes and income classes a
relatively high percentage of the population purchases a
relatively small percentage of the appliances.

According to Martineau, an advantage of employing
social class to study the purchase behavior of the home
appliance market is that it aids in delineating the influ-
ence of various social and economic determinants of demand.
If these social and economic influences on demand are under-
stood, then the marketing and promotional effort can be
conducted with greater certainty and efficiency.

Other differences in socio-economic characteristics
and perceptions by social class strata were also noted in
the study. Savings patterns also were shown to be corre-
lated with class position. The upper classes tended to
save by investing in stocks and insurance while the lower

Classes were more interested in "non-investment" savings
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that can be quickly liquidated.l

According to Martineau, significant differences in
attitudes toward the home also were noted in the upper-lower
class and the lower-lower class. He points out that "the
Upper-Lower Class man sees his home as his castle, his an-
chor to the world, and he loads it down with hardware--solid
heavy appliances--as symbols of security."2 Martineau as-
serts, however, that "the lower-lower class individual is
far less interested in his castle, and is more likely to
spend his income for flashy clothes or an automobile."3

Several other contrasting attitudes and values which
were reflected in expenditure behavior between the lower
social classes and the middle social classes were also found
by Lee Rainwater. Some of Rainwater's general observations
are noted below.

l. The working class is more interested in having
a less expensive house if a wide variety of appliances can
be purchased. Further, the working class places priorities
on food and other household furnishings. By contrast, the

middle class family places priorities on housing and location.

lipid., pp. 128-29,

°Ibid., p. 126.

3Ibid.

4Lee Rainwater, Richard P. Coleman, and Gerald Handel,
Workingman's Wife (New York: Oceana Publications, Inc.,
1959), pp. 154-83.
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As Rainwater reports:

These working class women envision a kitchen com-
pletely modernized and filled with appliances--
automatic dishwashers, clothes-washers, and clothes-
driers, refrigerators with huge freezing compart-
ments--all placed in such a way as to make their
kitchen work handier and more pleasant. Middle
class women are not too much less desirous of hav-
ing this kind of kitchen, but there is this dif-
ference in their motivations: middle class women
want such a kitchen in order "“to make it as easy
as possible to get through with the work and out
of the kitchen." Working class women on the con-
trary, do not anticipate that they will even ac-
complish so easy an escape from the kitchen. Nor
are they quite that eager to escape.

As far as most working class women are concerned,
if their kitchens could be made attractive enough,
they would be happy to make these kitchens the
heart of the home. After all, the kitchen is a
nice safe place to be. And, if the working class
woman reigns anyplace, it is certainly in the
kitchen that she is queen.
2. As for household furnishings, Rainwater found
the furnishings of the living room are also of primary im-
portance to the working class families. For some working
class families the 1living room is "“regarded as the public
announcement of a family's decency and economic competence."2
The living room is a place of which to be proud for the
working class family.
3. Regarding specific household objects the work-

ing class family appears to value the television set above

all others. Rainwater broadly explains the finding by

l1pid., p. 177.

°Ibid., p. 178.
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stating that television is a fundamental source of relaxa-
tion and enjoyment. In contrast, the middle class family,
reports Rainwater, values household possessions which re-
flect “aesthetic sensitivities."l “Aesthetic sensitivities®
refers to the beauty and cultural connotations of various
products purchased for use in the home.

4. The automobile also plays a dominant role in
the working class family. In allocating expenditures in
an imaginary budget the working class family assigned a
greater proportion of the family budget toward automobiles
than did the middle class family. Rainwater explains that
"this willingness to make a heavy outlay on an automobile
is apparently a concession on the wife's part to her hus-
band's happiness."2

Richard P. Coleman complicates the concept of so-
cial class by an additional variable influencing social
class spending patterns. Coleman believes within each so-
cial class stratum there is considerable variation among
the members. The variations are due to difference in in-
come within the social class and differences in personal
goals and values.3 Members of a social class group having

higher than average incomes of the particular class are

Ipid., p. 180.
2Ipid., p. 181.

3Coléman, op. cit., p. 181.
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called "“overprivileged" sectors of the particular social
class by Coleman. Coleman explains the "“overprivileged"®
groups normally have greater amounts of discretionary in-
come than the other social class members making them prime
market targets. In contrast, Coleman believes there is
al so an "underprivileged" sector of most social classes.
The "underprivileged% and “overprivileged" in each class
CIreate ambiguities in social class definition.l

O<cupation of the Family Head as a
De terminant of Expenditures

The occupation of the family head often has been
—<nsidered as an accurate predictor of social class place-
Ment, And it directly influences the consumption life
= Ttyles of the family. However, there is a general paucity
< £ research illustrating the direct influence of occupation
Sn family consumption patterns. Usually, the occupation
M Aariable is employed in combination with other socio-
< <onomic variables in determining social class placement.
Lo Warner's research, for example, on social stratification
the occupation of the family head was the most accurate
s il"lgle soclo-economic variable for predicting the social
< lass of a family.2 Warner makes clear, however, that the

\

11biq.

2W. Lloyd Warner, Marcia Meeker, and Kenneth Eells,
\1al Class in America (Chicago: Science Research Asso-
Q[Ates, Inc., 1949), pp. 176-85.
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prediction accuracy of social class placement is improved
if other socio-economic variables are used in conjunction
with the occupation of the family head.1 An important ques-
tion, for market delineation purposes, is whether the in-
clusion of several other variables is necessary for predict-
ing social classes. For example, the amount of income,
dwelling area, source of income, house type, and education
Are all correlated closely with occupation. The answer
to the question lies in the desired degree of accuracy in
identifying social class. To illustrate the differences
An class placement accuracy, Warner correlated occupation
. = a social class predictor with his social placement re-
=alts for Jonesville and found that the coefficient of cor-
T e lation was .91 with a standard error of 1.8.2 Next, Warner

<< ©rrelated various "sets" of socio-economic variables to

——————

R 1Warner frequently employed the following occupa-
3 onal categories: professionals, proprietors and managers,
< lerical and kindred workers, manual workers, protective

d service workers, and farmers.

2Warner employed the standard error of the estimate
33 a measure of the degree of accuracy in predicting one
1 QA rijiable from another variable. In the case of the corre-
QA tion of occupation to social class placement, the stand-
S 4 error of the estimate was given in terms of a fifteen
goint scale. That is, each of the five social classes was
Q‘-lbdivided into three subclasses. Thus, from the standard
Q:":ror estimate, the researcher may deduce that "“if social
- L ass is predicted from the status characteristics, the
thances are two out of three that the deviation between
i € predicted class position and the true class position,
C £ it were known, is not greater than the standard error.%
h&cial Class in America, p. 168.) In the case of occupa-
m:}on, the ability to predict an individual's social class
L. ght mean an error of slightly more than one and one-half

s .
Scial classes.

o e g
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determine which was most accurate in predicting class place-
ment which previously had been delineated by his Evaluated
Participation method. Using occupation, amount of income,
source of income, education, house type, and dwelling area,
Warner found that the multiple correlation coefficient of
these variables in predicting social class placement was
+ 974 with a standard error of the estimate of .98. Using
& c<combination of socio-economic variables produced greater
e 1 3 ability in predicting social class placement.
Therefore, although occupation is not as accurate
in Predicting social class as the combination of occupation
X2 d other socio-economic variables, it is nevertheless a
}Qey indicator of social class placement. And as a primary
A-mdjicator of social class it appears reasonable that it
As also a dominant variable in influencing family consump-

t35on patterns.

%‘Lly Size as a Determinant of Expenditures

Several research investigators also have found fam-
ily size an important determinant of expenditures. The
S £ fect of family size has been of primary interest in the
= tl.ldy of food consumption. A general research conclusion
S family size posits large families do spend more dollars
fQ—r food than smaller families, but, the amount spent is

n‘Qt proportionate to the ratio of the number of persons.l

\

lU S. Department of Agriculture, Income and House-
\Qld Size, Marketing Research Report No. 340 (Washington:
= S. Government Printing Office, 1959), p. 40.

teatnefs TT TR
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An example of family size-expenditure relationships is il-

lustrated in Table 8.

TABLE 8

RELATIONSHIPS OF FOOD EXPENDITURES FOR ONE WEEK TO FAMILY
SIZE, URBAN FAMILIES, UNITED STATES DEPARTMENT OF AGRICUL-
TURE SURVEY, 1948

Si=ze of Household Per Family Per Family Member
Per cent Per cent
Dollars Index Dollars Index
2 persons 20.18 100 9.66 100
32 persons 24.64 122 8.50 88
<  persons 28.15 139 7.49 78
S or more persons 32.06 159 6.34 66

Source: United States Department of Agriculture,

md Consumption of Urban Families in the United States,

‘A griculture Information Bulletin No. 132 (Washington: U.S.
Overnment Printing Office, 1954), p. 6.

The above relationships are considered to be the
I esult of several variables influencing food expenditures.
First, economies of scale are present in the preparation

£ food. Second, many of the larger families include more

<hildren than the smaller families. As noted, the four

Person family spends only 39 per cent more for food than
[Loes the two person family. Third, large families gener-
=211y consume food of lower quality. Fourth, the smaller

:Eemilies usually eat away from home more than do large fam-
l:Lies.l

\

l1bid., pp. 6-7.
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A similar relationship also is noted in Table 9

for other family expenditure accounts. Using data from

the 1950 Bureau of Labor Statistics' survey cross-classi-

fied by family size and income class, the following per

capita consumption relationships are noted. Table 9 gen-

erally indicates as the family size increases per capita

expenditures generally decrease. One may again posit there

AQr e economies of scale in purchasing and consuming. As

Noted in the family size-per capita expenditure relation-

S hips, expenditures do not vary greatly from the per capita

<> penditures of the two person family budget to the per

< & pita expenditures of the three person budget.

\sllmmarx

By reviewing several research studies illustrating
T-he influence of socio-economic variables on family expendi-
tures, several findings were noted which aid the market
T~ e searcher in explaining differences in family expenditure
P atterns.

In the review of the effect of income and change
in income on expenditure patterns, three hypotheses were
S 3><amined. The Keynesian absolute income hypothesis basic-
a:Lly states as income increases, expenditures also increase,
but not in direct proportion to the income increase. By
QQrxtrast, the relative income hypothesis is based on the
ED'boposition of family consumption patterns being partially

Vs termined by former living standards of the family.

3

PN i
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According to Duesenberry, the relative income hypothesis

explains why consumption does not automatically change with

income increases or decreases. The permanent income hypoth-

esis is based on the premise of consumption being related
to the consumer's expectations of what his permanent income
wi 11 be rather than current income.

In the review of family life cycles, the particu-

lar 1life cycle stage of the family was shown to partially

Anfluence expenditure patterns. Fisher noted the family's

Pexrception of income, prices, and expenditures varied among

1 3 fe cycle stages. It was also noted by Lansing and Morgan

that income and expenditures varied considerably in the

A3 fferent life cycle stages. Part of the variation was

I>eljeved to be the result of wives working and contributing
o the income stream and the presence or absence of children.
Regarding the effect of social class and occupation-
=X 1L category on expenditure patterns, a few researchers have
QL emonstrated that the social class and occupation of the
family influences expenditure patterns. Most of the research,
l_1C>Wever, showing differences in social class expenditure
Datterns, has been conducted on consumer durable goods.
The Chicago Tribune Study noted the lower social clé‘éses
B 2 aced more emphasis on large expensive appliances and house-
hgld furnishings than did middle class families. The find-

lI“*gs of Rainwater generally agreed with the findings of

the Chicago Tribune Study.
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The review of the effect of family size on family
expenditure patterns generally noted family size does in-
fluence expenditures, but not in direct proportion to the

number of people in the family. The family size-expenditure

relationship was explained by the existence of economics

Oof scale in purchasing and utilization.

Evaluation of Selected Socio-Economic Variables
as Criteria for Delineating Markets

In reviewing the effects of several socio-economic
V ariables on family expenditure patterns, several socio-

< < onomic variables were examined influencing family expendi-

ture patterns. Market researchers are fundamentally inter-

< S ted in determining socio-economic influences on consump-

T ion patterns for purposes of market delineation. Never-

t:}leless, although a variable can readily differentiate con-
S umer expenditure patterns, the variable may have several

A3 sadvantages for market delineation utilization.

In the evaluation of socio-economic variables for

Market delineation, several methods of delineating markets

Sxre examined and evaluated. The two basic criteria employed

to evaluate the socio-economic variables for market delin-

< &tion utilization are: (1) the operational characteris-

t::Lcs of the variables which include the cost and complexity
=€ implementation and (2) the degree the variable reflects

= ©cio-economic homogeneity of the differentiated groups.
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Market Delineation by Family Income Class

The income class of the family frequently is a com-
monly used method to delineate markets. For some types
of goods and services family income serves as a reliable
predictor of purchase patterns. To employ the income class
me thod, markets are usually classified according to the
number of families in various income classes. From such
AQ «classification, the market is usually given some type
O £ quantitative or qualitative rating for market evaluation
PPurposes.
The fact of families having parabolic income pat-
Y erns is a fundamental problem encountered in employing
£ amily income classes. Incomes for families increase, then
1A sually decrease as families move through family life cycles.
For example, in the income class of $5,000-5,999, both young-
< r and older families are present and, as a result, errone-
Sus market conclusions may result. The younger families
W sually have a larger family and possibly both the husband
AnNnd wife are working. On the other hand, an older family
May be in the same income class with no children. Undoubt-—
< dly, the expenditure patterns of each family would differ
""'idely and likely would affect the reliability of employing
s Trictly income classes in market delineation.
Using 1950 Bureau of Labor Statistics data, Kurt
1\’Ieyer posits somewhat of a different assumption regarding

- rncome class. Mayer asserts there is "an impressive
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uniformity of spending patterns'" regardless of occupational

category.l By examining aggregated family expenditure pat-

terns cross-classified by occupation and income class, only

small differences were noted in the percentage of total

expenditures devoted to food, housing, clothing, and trans-

porxr tation within each income-occupation class. Unfortu-
nately, Mayer does not consider the effect of the family

age variable. In rechecking the source of Mayer's data,

@ wide range of family ages was found to be included in

€ach occupation-income category. For market delineation

Pur poses, Mayer can be positing a dangerous conclusion.
Moreover, the highest income class utilized by Mayer ranges
©Nnly from $6,000 to $7,500, eliminating differences in fam-
1ly spending patterns in higher income-occupation categories.
In 1950, for example, in the 35-44 year age class for large
S3ities in the North, over 18 per cent of the "“self-employed"

fuafni.lies and over 18 per cent of the "professionals" had

Nigher incomes than $7,500. The omission of the higher

TN come classes neglects important market sectors.

Coleman maintains in the purchase of automobiles

\

ty 1Kurt Mayer, "Diminishing Class Differentials in
t:j\ei United States,“ Kyklos; 2Zurich, Switzerland: Interna-
Snal Review of Social Sciences, 12:605-26, 1959.

2Ibid., p. 622.

3University of Pennsylvania, Study of Consumer Ex-

iil‘adituregJ Incomes and Savings, Vol. 18, Table 4-2, p. 39
hiladelphia: University of Pennsylvania, 1956).
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income class does not appear the primary determinant.

"status aspirations"™ of consumers determine what

Rather,
Similarly,

brand and model of an automobile purchased.
Social Research, Incorporated's study of the adoptions of
color television reveals that at the time of the study color
sets were being purchased by all income classes.

Another factor possibly distorting the value of
employing income class a&lone is that the lower income ranges
aAre disproportionately represented by unskilled and semi-
sk i 1 1led workers, retired families, students, and in some
Cases the young professionals and managerial workers. All
©f +these consuming groups likely have widely varying expen-
di ture patterns.

A primary advantage of employing income classes

1S the usual ease in obtaining data and the simplicity of

the income criteria.

ga\r};et Delineation by Stage in
=2m3i Jy Life Cycle
The life cycle as a basis for market delineation

}15155 generated considerable interest in recent years since
i

t offered an approach that would potentially reduce some
o

€ the errors in other market delineation approaches, es-

= =ially the income method.
A fundamental problem in implementing family life

<
5(<:1e analysis for market delineation purposes involves

p | .
SE‘terminlng what actually constitutes a family life cycle.
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To illustrate the diversity of opinions, Sorokin notes the

family
1.
2.

3.
4.

life cycle constitutes the following stages:

Married couple just starting independent exist-
ence.

Couple with one or more children.

Couple with one or more self-supporting children.
Couple becoming o0ld; some children marry, sep-
arate from the family, and start as an independ-
ent couple.l

On the other hand, Beegle and Loomis believe an

accurate family life cycle portrayal includes the following

1life stages:

1.
2.
3.
4.

5.

6.
7.

2

Marriage.

Birth of first child.

Birth of last child.

Marriage or the migration of first child from
parental household.

Marriage or the migration of the last child
from the parental household.

Death of the father.

Death of the mother.

Two methods for investigating the family life cycle

S Xr e presented by Lansing and Morgan. Their classification

1S based on social relationships when the adult "“breaks

©Or creates significant ties with other adults." The life

SY<1e stages delineated by Lansing and Morgan are:

l.
2.
3.

The bachelor stage.
The marriage stage. 4
The stage of the solitary survivor.

Sorokin, Zimmerman, and Galpin, op. cit., p. 31.
Beegle and Loomis, op. cit., p. 70.

Lansing and Morgan, op. cit., p. 37.

»owoNn

Ibid.
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The marriage stage is further subdivided in the

following stages:

1.

Marriage stage
a. The newly married couple with no children.

b. The full nest--the married couple with de-

pendent children.
c. The empty nest--the married couple after the

children have left home.l

The other approach presented by Lansing and Morgan

generally is used in presenting data for economics and mar-

ke ting purposes.

stages:

l.
2.
3.

4.
5.
6.

Young
Young
Young
under
Older
Older
Older

single
married,
married,
six
married,
married
single.é

It delineates the following life cycle

no children
with children, youngest child

with children
no children under 18

Martin H. David presents a similar classification

S<heme by dissecting family life cycles into two broad clas-

SA1£3 cations:

(1) where head of family is younger (under

45 Y ears o0ld) and (2) where head of family is old (45 years

X Qge or older).

foyr

David also includes a classification

wothers" which do not fit into the above classifications.

D . e . . .
[Avidrs classificatory scheme is presented in Figure 6.

The University of Michigan's Survey Research Center

|61
SSI-lally employs the following life cycle delineation:3

\

S

S . 34 (Ann Arbor:

1
2

Ibid.

Ibid., p. 39.

3George Katona; Charles A. Lininger, James N. Morgan,

hqu(i Eval Mueller, 1961 Survey of Consumer Finances, Monograph

University of Michigan, 1964), p. 1l1l.
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Others

Head is single

Head is married
living with wife
(no other adults
in the family)

Head of family No children
is younger Young children

/////” (under 45 yrs.) Older children

Al
Fami lies
\\\g Head of family Children
is old (45 yrs. No children

0old or older)

Head is married
living with wife
(no other adults
in the family)

Head is single
(1iving alone)

Others

Enj‘QBure 6. David's life cycle classification patterns1

\

lMartin H. David, Family Composition and Consump-
\‘~\§33, Contributions to Economic Analysis, No. 25 (Amsterdam:
QDJ:th-Holland Publishing Company, 1962), p. 22.
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Under age 45

Single
No children
Children

Married, no children

Married, children
Married less than 10 years
Married 10 years or longer

Youngest child under 6
Youngest child 6 or older

45 years of age or older

Married, children

Married, no children

Single

Children
No children

Most of the research on family life cycles has been
COnducted on aggregated socio-economic groups, possibly
We akening the findings for market delineation purposes.
Whe ther different socio-economic groups have different life
S¥<les has not been widely investigated. Another limita-
tion in operationalizing the life cycle concept occurs since
SOme researchers separate family life cycles into several
SPecific stages while others separate only into three or
fuallr‘and, as a result, some confusion exists regarding what
Sytléiges are the most appropriate for marketing purposes.
}iCDVvever, a comparison of the various family life cycle
Ss‘tléages reveals that there is not a great amount of diver-
Ss:ifty in the various approaches. In Table 10 a comparison
s made of the different life cycle stages which have been

A scussed in this section. As can be seen, with a few ad-

J'klstments there is a very close relationship among the al-

ileirnative approaches. The family life cycle classification
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also may not be a valid frame of reference since the re-
searcher also does not know the exact family size. There
are also operational problems in implementing the life cy-

cle concept for purposes of market delineation.

Market Delineation by Social Class

In the 1950's, delineating markets by social class
strata gained considerable attention with the research and
wr i tings of W. Lloyd Warner, Pierre Martineau, Richard Cole-
man, and Burleigh B. Gardner. Although interest was gener-
ated in the concept, limited practical value has been de-
iwved from the efforts.

Social class placement denotes some type of ranking
SY¥Y s tem for stratifying or disaggregating a heterogeneous
PO pulation into homogeneous groups according to a classifi-
<& tion variable. A fundamental difficulty in applying a
Wni~rersal definition to social class is that there are vary-
ing methods based on differing premises for determining
SO c<ial class. Basically, three methods are employed in
Ade termining social classes: (1) the reputational approach,
=B the subjective approach, and (3) the objective approach.
A key problem develops for the market researcher in deter-
ru:‘Lhing which of the stratification approaches is best for
1T‘Qut‘ket delineation purposes. Empirical research that eval-
uﬁtes the utility of the various approaches for market
= T ratification purposes has been sparse.

The reputational approach involves a rating system



»
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by which individuals in a given community are asked to clas-
sify one another into various social classes. In other
words, the inhabitants of a community are asked to rank

one another according to a hierarchical social classifica-
tion scheme. Warner describes the reputational approach

or the Evaluated Participation method below:

The method of Evaluated Participation (E.P.), com-
prising several rating techniques, is posed on the
propositions that those who interact in the social
system of a community evaluate the participation

of those around them, that the place where an indi-
vidual participates is evaluated, and that the mem-
bers of the community are explicitly or implicitly
aware of the ranking and translate their evaluations
of such social participation into social-class rat-
ings that can be communicated to the investigator.
It is, therefore, the duty of the field man to use
his interviewing skill to elicit the necessary in-
formation and to analyze his data with the requi-
site techniques for determining social class, there-
by enabling the status analyst to determine the
levels of stratification present and to rank any
member of the community.l

Broom and Selznick point out that those who rank
the other members in a community are the "judges" and the
"judges"™ are usually long-term residents of the community
which brings out a significant problem in operationalizing
the reputational approach. Broom and Selznick raise the
question of whether or not the "“judge" will view the com-
munity hierarchy in the same way. In other words, one "judge"

may only delineate three social classes; however, another

lw. Lloyd Warner, Marcia Meeker, and Kenneth Eells,
Social Class in America (New York: Harper and Row, 1960),
p. 35.
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may delineate five or six classes. Broom and Selznick ask
whether there may be as many social classes in the social
structure as there are "judges."l

The subjective approach is based on a personal clas-
sificatory scheme. 1In effect, members of a community are
asked to place themselves in a class. Many inherent advan-
tages frequently favor the employment of the subjective
approach over the reputational approach. First, since it
does not require knowledge of others, it can be operation-
alized on a broader scale. Second, some sociologists be-
lieve it is far more significant "to know where a person
thinks he is than to know where others place him."2 Never-
theless, Broom and Selznick maintain that there are signif-
icant variations among individuals where they place them-
selves in the class hierarchy. These variations may affect
the validity of the subjective approach.

The third approach to social class placement, ob-
jective analysis, also entails classification according to
an evaluatory system. Of all the approaches for determin-
ing social class, objective analysis has been utilized most
frequently by market researchers in delineating markets.
The rationale behind the approach assumes that if members

of a group have similar socio-economic characteristics,

lBroom and Selznick, op. cit., pp. 173-74.

°Ibid., p. 172.
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then their spending patterns should be similar. The ob-
jective approach also is more economical and easier to im-
plement than reputational or Evaluated Participation method.
And in one sense it is more "“objective" than either the
subjective or reputational approaches. Warner describes
three steps in operationalizing the objective approach or
his Index of Status Characteristics.

1. Making the primary ratings on the status char-
acteristics which are to comprise the Index--
usually occupation, source of income, house
type, and dwelling area.

2. Securing a weighted total of these ratings.

3. Conversion of this weighted total into a form
indicating social-class equivalence.l

In the Jonesville Study, Warner placed standard
weights on the occupation of the family head, source of
income, housing type, and dwelling area. In that study,
occupation was given weight of (4), source of income (3),
house type (3), and dwelling area (2). Next, the partic-
ipants were assigned a rating on their occupational cate-
gory, source of income, house type, and dwelling area.
The rating scales are all based on a seven point scale.
The lower the rating for each socio-economic characteris-
tic, the higher the "“status characteristic." Then, the
participant's personal rating on each of the four variables

is multiplied by the standard weights placed on occupation,

1Warner, Meeker, and Eells, op. cit.
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source of income, house type, and dwelling area. The weight-
ed ratings are then converted into the various social classes.
Under the Index of Status Characteristics method, the lower
the total weighted rating, the higher the social class.

In evaluating social class as a means of delineat-
ing markets, several limitations should be recognized. To
employ the reputational and subjective approaches, the mar-
ket researcher is immediately faced with difficulties. The
reputational approach usually requires a small community
where inhabitants know each other since it is necessary
for the ranking methodology to be accomplished. Also, in
order to arrive at meaningful market delineation conclusions,
a relatively large number of the inhabitants must be clas-
sified, making the approach both expensive and difficult.

The researcher is then faced with the task of determining
whether or not his findings are comparable with other com-
munities.1

The subjective approach is vulnerable to the same
limitations as the reputational approach: several limita-
tions are present in operationalizing the approach econom-
ically and in comparing social classes between communities.2

The objective approach also has methodological re-

quirements limiting its usefulness in marketing. The primary

lvid., p. 35.

2Broom and Selznick, op. cit., p. 174.
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problem develops in operationalizing the concept on a popu-
lation large enough to be of value for market delineation.
The researcher is also faced with a myriad of questions:
Are the indices applicable to other communities? What
weights should each market delineation variable receive?l
Finally, most of the knowledge regarding social
class has been derived from the "classic" stratification
studies in towns of less than 50,000 people. Smaller cities
were chosen primarily since it was easier to observe the
interaction of the people and because the smaller cities
are usually more homogeneous in socio-economic characteris-
tics than larger cities. Whether the social class methodol-
ogies are applicable to large metropolitan market areas is

difficult to determine.

lIbid., p. 172; James M. Carman, The Application
of Social Class in Market Segmentation (Berkeley: Univer-
sity of California Press, 1965), p. 35. In a comprehensive
examination of Warner's work, Carman asserts that Warner's
research efforts to find proxy variables which could be
used in place of the Evaluated Participation method was
faced with several limitations. First, Warner's social
classification system (Index of Social Characteristics)
could not be employed between different communities and
cities of varying sizes. Second, since the Index of Status
Characteristics, asserts Carman, is a continuous ranking
system, the various social class delineating points are
arbitrary. Third, Carman notes that the appraisal of the
housing type and dwelling area require subjective judgments.
However, Warner (Social Class in America, p. 36) maintains
that both his Evaluated Participation and Index of Status
Characteristics were constructed to be employed in any com-
munity. Warner writes that "“both methods can be used in
any kind of community. The results obtained will vary,
of course, from community to community; some cities may
have many classes, some towns only a few, some may be
rigidly organized, others vary loosely."
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Market Delineation by Occupational Category

For the most part, little has been written on em-
ploying occupational category as a method of market delin-
eation. A few studies, however, have attempted to relate
residually the family's occupational category to social
class or income class. A recent market research report
sponsored by Time maintains there are three important socio-
economic variables needed in market delineation. The vari-
ables suggested are: education, occupation, and income.
The rationale of the three variable approach is based on
the assertion that: (1) education establishes the "values"
families place on different goods and services, (2) occu-
pation places parameters on family "standards of living
and buying," and (3) income provides the "“means®" for family
purchasing.l In an investigation of the market segments
proposed by the Time study, several ambiguous "market seg-
ments®" are found. For example, the research proposes the
total market for eighty-six products and services should
be disaggregated into three basic groups. And within the
three groups the market is "segmented" into seven groups.
The largest "segment" is composed of "blue collar" house-
holds making under $10,000 a year and represents 36.2 per

cent of the total market. The "blue collar" segment is,

lTime Marketing Services, Selective Mass Markets
for Products and Services (Time Marketing Information Re-
port, No. 135, undated), p. 2.
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in reality, composed of skilled, semi-skilled, and unskilled
workers but no differentiation of each occupational category
is made. The research can be making a serious omission by
ignoring the occupational breakdown of the "blue collar™
class.

Regarding occupational expenditure pattern differ-
ences, Coleman maintains occupational groups place differ-
ent values on categories of goods. The young lawyer 1likely
spends a large portion of the family budget on housing,
the “right neighborhood location, furniture, and clothing.
By contrast, Coleman notes the small business owner or
"diesel engineer"® probably has a "“better house," more fur-
niture, and more savings than some of the higher socio-
economic occupational groups. And Coleman believes the
working class family generally has "“a bigger, later model
car, plus more expensive appliances in its kitchen and a
bigger TV set in its living room." Coleman also states
the working class family spends more on recreational activ-
ities.1 The other findings of Coleman support Kahl's thesis
that "“prestige tends to be bestowed through consumption
behavior rather than income, for only that which can be

2

seen can be judged.™ Kahl further posits that "“consump-

tion patterns and interaction networks are intimately linked;

1Coleman, op. cit., p. 162.

°Kahl, op. cit., p. 108.
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people spend their leisure time with others who share their
tastes and recreational activities, and they learn new tastes
from those with whom they associate.l
There has been considerable discussion, in recent

years, about the integration of the white- and blue-collar
occupational classes. The integration is on two levels:
(1) an economic plane and (2) a social plane. Blue-collar
workers frequently do make higher incomes than the white-
collar group, making it possible for blue-collar workers
to adopt many "life styles" of the white-collar worker.
The above point also was emphasized by Coleman, asserting
many blue-collar workers have "better homes" than white
collar workers. As the blue-collar class has increased
its economic significance, its social importance and the
concomitant rewards also have increased. Kahl, with a some-
what different viewpoint, notes the following observations
on the life styles of the blue-collar and white-collar
workers:

Some observers believe that with the entry of so

many blue-~collar workers into the ranks of the

middle-income group, there is still an important

distinction between their value standards and

those of white collar workers. According to this

view, those at the top of the blue-collar hier-

archy feel that they have arrived as far as they

can go, or as far as a man should desire; they

are satisfied, and do not spend their money for

conspicuous symbols of display that would raise

their prestige in the eyes of the community, such
as "good address." Indeed, they would consider

11pid.
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it snobbish to behave that way. By contrast, the
clerks and salesmen who earn about the same amount
of money are thought to be less satisfied with it,
for they compare themselves to the richer men above
them in the business world. They are supposed to

be at the bottom of their ladder, whereas the suc-
cessful blue-collar workers are at the top of theirs.
Consequently, the white-collar worker is supposed

to be relatively less satisfied with his lot in
life. He is described as belonging to a "“frustrated
lower-middle class,"™ and is even feared to be es-
pecially susceptible to fascism as an outlet for

his dissatisfaction.l

The primary advantage of differentiating consuming
groups according to occupational category is the groups
are usually delineated by other variables, such as income,
expenditures, life styles, and other environmental influ-
ences, all of which are reflected in the expenditures of

a family.

Market Delineation by Chronological Age

Delineating the market by chronological age in
recent years has received some attention. The 1950 and
1960-61 Bureau of Labor Statistics studies, the 1956-67

Life Study of Consumer Expenditures, and the 1965 National

Industrial Conference Board's Expenditure Patterns of the

American Family have all presented data on family expendi-

tures classified by chronological age.
The age of the family is an integral classificatory
variable offering several advantages in market delineation.

Simple integral variables (continuous variables) commonly

11pid., p. 113.
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used in market delineation are age of family head and in-
come class. Both age and income class denote gradation
which usually increases homogeneity when delineating groups
of consumers. When an occupational category is disaggre-
gated by age of the household head, for example, the possi-
bility of greater homogeneity of the differential groups

is increased. In market delineation families of similar
ages generally exhibit similar expenditure patterns.

The usual chronological age classes are:

Age of Family Head
Under 25
25-34
35-44
45-54
55-64
65-74
75 plus
There are other advantages in delineating the popu-
lation chronologically. Delineating the population by age
classes gives a "moving analysis" of changes in socio-eco-
nomic groups. However, research on the characteristics
of specific socio-economic age classes has been limited.l
If the age classes are carefully interpreted while bearing
in mind their inherent limitations, much can potentially

be ascertained about consumer behavior. The age class de-

lineation reflects changes in income, family size,

lFabian Linden, "A Graphic Guide to Consumer Mar-
kets," The Conference Board Business Record (New York:
National Industrial Conference Board, March, 1961).
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expenditures, educational attainment, and other variables
providing important clues for marketing management. Lansing
and Kish state the age variable has "several important ad-
vantages such as uniformity of measurement, relatively easy
and uniform acceptance, and the fact that it is a continu-
ous metric scale."l However, they make clear some of the
disadvantages in using age. Age of the family head, the
authors state, is not always as important as changes in
an individual's family relationships such as additions and
deletions to the family. The authors admit, however, much
research remains before the validity of family life cycles
can be fully evaluatedo2

One of the most potentially serious limitations of
analyzing aggregate age classes of the population lies in
determining whether or not the heterogeneous population
groups which have been combined differ significantly in
their income and expenditure patterns. For example, to
obtltain aggregate age cycles all broad occupational cate-
gories usually are summed together. However, the socio-
economic characteristics of different groups in a specific
life cycle stage usually vary significantly.

An important advantage of employing age classes is

data are available for most urban areas for different age

lLansing and Kish, op. cit., p. 512.

°Ipbid., pp. 518-19.
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classes for the data of the United States Census of Popu-
lation and the Bureau of Labor Statistics. Market delinea-
tion by age classes also allows the researcher to scrutinize
more closely the variations in income, expenditures and
savings among various age classes. In many instances, how-
ever, the value of market delineation by age classes may

be increased if the general population is disaggregated.

Market Delineation by Other
Socio-Economic Methods

The process of market delineation can be accom-
plished by a multiplicity of methods. Slater and Mainer
note the market delineation variables frequently are used
either singularly or in combination with other variables
to delineate markets. The market delineation approaches
suggested by Slater and Mainer are:

Motivations, values, or interests

Age

Income

Education

Family-life cycle

Home ownership

Ethnicity

Socio-economic status

Experience as a consumer

Frequency of product use 1
Characteristics of place of residence.

The authors note the method used to delineate mar-
kets depends for the most part on market research budgets

and the nature of information sought. Although Slater and

lSlater and Mainer, op. cit., p. 76.
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Mainer's analysis primarily concerns delineating markets

for a product or a few products, some interesting notions
are posited. For example, the authors state that consumer
spending patterns vary significantly among various market
segments. This phenomenon which may be called '"segment
sensitivity" has important macro implications. The authors
note that age is an important variable in noting changes

in market patterns. From information on various age groups,
the marketer will be able to audit the marketing effort.
Further, important information may be derived from the age
groups that are significant consumers and from the age groups
which may only be "“marginal market segments" to determine
their particular behavioral patterns.

The idea that markets should usually be delineated
according to values, motivations, usage patterns, aesthetic
preferences, or degree of susceptibility has been advocated
by Yankelovich. He bases his premise on the belief that
the usual demographic characteristics may not present valid
market information. His method, “segmentation analysis,"
is based on some rather tenuous concepts. For example,
he discusses several "modes of segmentation," such as "sus-
ceptitudes," "individualized needs," and “self-confidence."
Unfortunately, Yankelovich neglects to discuss how the cri-

teria may be operationalized meaningfully.l

lYankelovich, op. cit., pp. 83-90.
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Summary of the Evaluation of Socio-Economic
Market Delineation Methods

In the evaluation of selected socio-economic market
delineation methods, several limitations were noted which
may affect the value of the methods for market delineation.
In the examination of market delineation by income class,
the review noted that families of different ages may be
included in a given income class, possibly affecting the
validity of the research finding. Coleman noted for some
goods income was not as important as the "status aspira-
tions" of the consumer. Finally, when income class is used
singularly as a delineating variable, the findings may be
distorted since there are generally many heterogeneous
socio-economic groups in each income class.

In the analysis of family 1life cycle for market
delineation purposes, the limitation was made noting the
lack of a standard method of disaggregating family life
stages. Life cycle analysis is also relatively difficult
to implement.

Social class as a means of delineating markets
frequently is costly and difficult to operationalize. Fur-
ther, there probably has not been adequate empirical re-
search to determine which social class methodology is most
applicable for marketing purposes.

In the review of chronological age as a market
delineation method, several advantages and disadvantages

were noted. The potentiality of delineating homogeneous
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groups in terms of socio-economic characteristics is an
advantage. Further, chronological age reflects changes

in income, family size, education, and reflects other vari-
ables influencing expenditure patterns. A disadvantage in
using age may occur if only combined heterogeneous socio-
economic groups are disaggregated, allowing considerable
variation in other socio-economic characteristics.

The findings of the studies involving broad occu-
pational groups were basically parallel to the social class
findings since occupational class is so highly correlated
with social class placement. Occupational category usually
is also easier to implement than social class in market
delineation since only one variable is employed, making
the classification process simpler. Further, secondary

data are available covering most of the important areas.



CHAPTER III

RESEARCH DESIGN

Introduction

A fundamental requirement for understanding con-
sumer behavior is knowing how people spend their incomes.
If market researchers know how consumers and especially
groups of consumers allocate incomes, they can better di-
rect the marketing effort. The purpose of Chapter III is
to present the methodology used in the study to determine
how groups of consumers, differentiated by occupational
category and age, spend their incomes for various goods
and services.

Since the research utilizes data from a national
cross-sectional study, the nature and validity of the data
are discussed first. Second, the sector of the national
study used in the research is explained and the marketing
importance of the data is noted. Third, the socio-economic
variables used in the study are presented. The variables
include age of family head, occupation of family head, and
the family expenditure accounts. Fourth, the methodolog-
ical procedures for analyzing the data and testing the

hypotheses are presented.

110



111

Source and Nature of Empirical Data

The 1960-1961 Bureau of Labor Statistics Study

The data utilized in the study are part of the
1960-61 Bureau of Labor Statistics' nationwide Survey of

Consumer Expenditures. Although the national survey was

conducted primarily to gather family expenditure data to
revise the Consumer Price Index, other important objectives

are also served by the survey. The Survey of Consumer Ex-

penditures was also "designed to provide data serving other

important survey objectives, such as analysis of expendi-
ture patterns for purposes of economic policy and market-
ing and academic research."l For example, the data have
been used to construct economic models and in forecasting
changes in various product markets. In addition to these
survey objectives, the Bureau of Labor Statistics also
uses the expenditure data to prepare and revise various
"standard budgets." A four-person City Workers' Family
Budget is maintained for a general living standard index.
These budgets are utilized to measure income adequacy,
changes in living standards and intercity differences in

costs of living.2

lU.S. Department of Labor, Bureau of Labor Statis-
tics, Consumer Expenditures and Income, Urban Places in
the North Central Region, 1960-61 (Washington: U.S. Gov-
ernment Printing Office, 1964), p. 5.

2U.S. Department of Labor, Bureau of Labor Statis-
tics, "A Short Description of the Survey of Consumer Ex-
penditures in 1960-61%" (wWashington: U.S. Government Print-
ing Office, 1964), pp. 1-3.
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Sample Design

The Bureau of Labor Statistics' national sample
represents Standard Metropolitan Statistical Areas and other
urban places in non-metropolitan areas of the United States.
The first phase in the sampling operation entailed the se-
lection of a sample of 66 urban places representative of
all urban places in the 50 states. Further, all of the
12 largest Standard Metropolitan Statistical Areas in the
United States were also included in the sample. Since the
survey was conducted over a two year period, the city sample
was divided into two subsamples which were representative
of entire urban population. However, for the twelve larg-
est Standard Metropolitan Statistical Areas only half of
the data was collected in each year.l

In the second phase of the sampling operation a
sample of housing addresses was taken from the Comprehen-

sive Housing Unit Survey or from address listings used in

the 1960 Census of Population and Housing. From the address

listings, the national sample was drawn. Normally, only
members of consumer units were included in the survey who

were full-year members.2

Collection of Data

The data were collected using detailed personal

l1pid., p. 2.

2Ibid.
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interviews by trained Bureau of Labor Statistics personnel
and to insure completeness of information, the respondents
were asked to consult personal records whenever possible.
As noted in the following statement, considerable care was
given to insure accurate reporting and collection of the
data:

Reported receipts and disbursements were summarized
and reviewed in the field to determine completeness,
consistency, and balance of the family account.
Families were reinterviewed when necessary to clar-
ify ambiguous entries and complete the record . . .
completeness and reasonableness of the reported
account, rather than the degree to which receipts
and disbursements balanced, were primary criteria
for determining the acceptability of a schedule.l

Reliability of Data

The Bureau of Labor Statistics has attempted to
obtain "the most accurate information possible about family
expenditures and spending patterns in detail, including the
quantity and price of some purchases."2 Since 1950, some
research has been undertaken to "validate" Bureau of Labor
Statistics' data with other independent sources. For ex-
ample, in 1957 Morris Hamburg compared the per capita cloth-
ing expenditures, from the 1950 Wharton-Bureau of Labor
Statistics study to the 1950 Department of Commerce per

capita estimates.3 Irwin Friend compared the 1950 Wharton-

1 2

Ibid. Ibid.

3Morris Hamburg, "Some Experiments with Demand Re-
lationships for Clothing,"™ Proceedings of the 1l17th Annual
Meeting of the Business and Economic Statistics Section
of the American Statistical Association, ed. E. T. Weiler
(American Statistical Association, 1957), p. 372.
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Bureau of Labor Statistics disposable income estimates with
the University of Michigan-Federal Reserve survey and found
similar income estimates as well as similar portions of in-
come spent on total consumer durable goods.l Other compar-
isons between the 1950 Wharton-Bureau of Labor Statistics
study and the Census of Population have noted a close re-
lation in "“average rent paid.."2 Further, by comparing the
1950 Wharton-Bureau of Labor Statistics study with the Fed-
eral Reserve Board's Survey of Consumer Finances, similar
expenditures for "home repairs and improvementsY have been
noted.3

The 1960-61 Bureau of Labor Statistics per cent
distribution of expenditures is also generally in agreement
with the Department of Commerce's 1961 ratios of personal
consumption expenditures to total personal consumption expen-

ditures.4 Table 11 illustrates the proximity of both esti-

mates.

lIrwin Friend, "“Progress Report: Wharton School
Study of Consumer Expenditures," Proceedings of the 115th
Annual Meeting of the Business and Economic Statistics Sec-
tion of the American Statistical Association, ed. Walter F.
Ryan (American Statistical Association, 1955), p. 230.

2Helen Humes Lamale, '""Methodology and Appraisal of
Consumer Expenditure Studies," Proceedings of the 115th
Annual Meeting of the Business and Economic Statistics Sec-
tion of the American Statistical Association, ed. Walter F.
Ryan (American Statistical Association, 1955), p. 236.

3

Ibid.

4Kathryn R. Murphy, "Contrasts in Spending by Urban
Families: Trends Since 1950," Monthly Labor Review (Wash-
ington: U.S. Department of Labor, Bureau of Labor Statis-
tics, November, 1964), p. 1250.
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TABLE 11

DEPARTMENT OF COMMERCE SELECTED PERSONAL CONSUMPTION EXPEN-

DITURE ESTIMATES AS PER CENTS OF TOTAL PERSONAL CONSUMPTION

EXPENDITURES, 1961, AND BUREAU OF LABOR STATISTICS PER CENT

DISTRIBUTION OF EXPENDITURES FOR ALL FAMILIES IN URBAN UNITED
STATES, 1960-61

% Distribution of Expenditure**

Personal Consumption Department of Bureau of Labor
Expenditure Accounts* Commerce Ratios, Statistics,
1961 1960-1961
Food and Beverages 25% 26%
Clothing 8 10
Household Operations 6 6

Furniture and Household
Equipment 6 5

*Accounts not always strictly comparable.
**Percentages rounded to nearest whole per cent.

Source: Department of Commerce estimates derived
from Survey of Current Business, August, 1965, pp. 46-47;
Bureau of Labor Statistics estimates from Survey of Consumer
Expenditures, 1960-61l: Consumer Expenditures and Income,
Urban United States, 1960-61 (BLS Report 237-38, 1964).

Another major criterion for judging the value of
cross-sectional surveys for predicting consumer behavior
is whether stable relative expenditure relationships for
specific expenditures for families having similar incomes
and ages exists.

In Table 12 an examination is made of the relative
stability of selected expenditure accounts. By comparing
the 1960-61 Bureau of Labor Statistics Survey and the 1950
Bureau of Labor Statistics Survey by similar income-age clas-

ses, the general stability of family expenditures is noted.
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TABLE 12

COMPARISON OF PER CENT DISTRIBUTION OF EXPENDITURES FOR
CURRENT CONSUMPTION BY INCOME-AGE CLASS, 1950 AND 1960-61

Percentage of Expenditures

1960-61 : 1950
Bureau of Bureau of
Labor Statistics Labor Statistics
Expenditure Accounts®*** Survey* Survey**
Income Class $3,000-4,000
Age Class 25-34
Food and Beverages 30.0 33.4
Tobacco 2.6 2.2
Household Operations 5.9 3.7
Clothing 12.3 11.6
Personal Care 3.0 2.4
Transportation 10.2 12.8
Income Class $6,000-7,500
Age Class 35-44
Food and Beverages 28.9 32.7
Tobacco 1.8 1.8
Household Operations 5.2 5.4
Clothing 11.5 13.2
Personal Care 2.8 2.5
Transportation 12.8 10.5

*Northeastern region of the United States.
**Large cities in the North.
***Data not strictly comparable,

Source: 1960-61 estimates from U.S. Department

of Labor, Bureau of Labor Statistics, Survey of Consumer
Expenditures, 1960-61: Consumer Expenditures and Income,
Urban Places in the Northeastern Region (Supplement 2-Part
A to Bureau of Labor Statistics Report 237-34, 1964), pp.
24-25; 1950 estimates derived from University of Pennsyl-
vania, Study of Consumer Expenditures, Incomes and Savings,
11:344.

As noted in Table 12, a general stability exists

in the percentage of current family expenditures devoted
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to selected expenditure accounts. In the $3,000 to $4,000
income class the percentage of expenditures devoted to food
and beverages and transportation decreased slightly from
1950 to 1960-61. By contrast, the percentage of expendi-
tures devoted to tobacco, household operations, clothing,
and personal care increased slightly.

In the $6,000-%$7,500 income class the percentage
of expenditures devoted to food and beverages, household
operations, and clothing decreased slightly between 1950
and 1960-61. The percentage of expenditures devoted to
personal care and transportation increased slightly between
1950 and 1960-61.

As in any survey, the 1960-61 Bureau of Labor Sta-

tistics' Survey of Consumer Expenditures is subject to er-

rors in the sampling, interviewing, recording, and process-
ing operations. The estimation of the above type of errors
is exceptionally complex and costly. Nevertheless, the
Bureau of Labor Statistics has prepared some preliminary
estimates of the sampling error. As noted by the Bureau

of Labor Statistics:

These preliminary calculations of sampling error
applicable to the 1960-61 CES averages for the ur-
ban United States indicate a standard error of $45
for total expenditures, or something less than 1
percent of the estimated average total expenditures
of $5,390. Similar calculations of error were made
for five selected components of total expenditures
(food, housing, clothing, transportation, and health,
recreation, etc.). The absolute errors (i.e., in
dollar amounts) were smaller, but the relative errors
(i.e., as a percentage of average expenditures) were
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somewhat larger for the components than for total
expenditures. However, the relative error for no
component exceeded 1.5 percent.l

Sector of Bureau of Labor Statistics
Data Utilized in the Research

The specific data employed in this research come
from unpublished data representing family expenditures in
nine Standard Metropolitan Statistical Areas in the North
Central and Eastern regions of the United States. All the
Standard Metropolitan Statistical Areas are classified by
the Bureau of Labor Statistics as class A cities since all
have populations that exceed 1,400,000. The data utilized
in the present study were collected in 1960-61 as part of

the Bureau of Labor Statistics' Study of Consumer Expendi-

tures and have not been published as part of the normal
publishing program of the Bureau of Labor Statistics.

There are several important advantages in using
the unpublished Bureau of Labor Statistics-Standard Metro—
politan Statistical Area data. Some of the advantages are
described below:

l. The magnitude of the scope and detail of the
study make it difficult to duplicate by most sources other
than the government. Governmental participation likely

insures relatively nonbiased collecting and reporting of

lU.S. Department of Labor, Bureau of Labor Statis-
tics, Consumer Expenditures and Income, Urban Places in the
North Central Region, 1960-61 (Washington: U.S. Government
Printing Office, 1964), p. 7.
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the data.

2. The unpublished data separate families from
single consumers, allowing greater flexibility in using
the data. When single consumers are tabulated in the same
chronological family age classes and occupational categories,
family expenditure patterns are distorted. In the standard
published Bureau of Labor Statistics data families and single
consumers are combined.

3. The data are presented by chronological age
classes for each occupational category, allowing the re-
searcher to examine family consumption patterns according
to occupation "life stages."

4. Since the number of families is known for each
occupational category and age class, the data can be weight-
ed and regrouped according to the needs of the researcher
since each Standard Metropolitan Statistical Area is self-
weighting.

5. Another advantage for the study in using the
unpublished data is the published Bureau of Labor Statis-
tics-Standard Metropolitan Statistical Area data do not
disaggregate occupational spending patterns by family age
classes.

The data were selected since all Standard Metro-
politan Statistical Areas are located in heavily urbanized
areas; most have a heavy concentration of industry; similar

climatic conditions; and a relatively similar occupational
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"mix." These similarities are considered as an advantage

in the research. In one sense, a third variable, location,
is present in the study. However, the location variable

is always present in a study of this nature unless a national
study 1is undertaken.

Geographical and Marketing
Importance of the Data

The selected Standard Metropolitan Statistical
Areas represent important market areas for consumer goods
and services. The total population in Standard Metropol-
itan Statistical Areas in the North Central and Eastern
region represent approximately 18 per cent and 10 per cent
of the total United States population respectively.

The 1960 population of each Standard Metropolitan
Statistical Area used in the study, average consumer unit
size, estimated consumer units, and relative importance
of estimated universe to the total United States population

are presented in Table 13.

Number of Sample Families Utilized

The breakdown for the number of sample families
in each age class, occupational category, Standard Metro-
politan Statistical Area and the total sample families are
presented in Table 14. As noted in the table, the largest
number of sample families tend to be primarily concentrated
in the intermediate age classes while a smaller number of

families appear in the lower and higher age classes. The
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TABLE 13

POPULATION CHARACTERISTICS OF SELECTED STANDARD METROPOL-
ITAN STATISTICAL AREAS IN THE NORTHEAST AND NORTH CENTRAL
REGIONS, 1960-61

L - _ - ]
Estimated Relative
Consumer Importance

Average® Units in of
Adjusted Consumer Urban Estimated
1960 Unit Universe Universe
Region & SMSA Population  Size (1) = (2) U.s. (%)
(1) (2) (3) (4)
NORTHEAST 22,355,160 7,427,593 18.51
Boston, Mass. 2,408,729 3.0 802,910 2.00
New York, N.Y. 10,301,930 2.9 3,552,389 8.86
Northern, N.J. 3,845,248 3.1 1,240,402 3.09
Philadelphia,
Pa. 3,852,432 3.2 1,203,885 3.00
Pittsburgh, Pa. 1,946,821 3.1 628,007 1.56
NORTH CENTRAL 13,428,164 4,053,628 10.10
Chicago, Ill. 6,360,324 3.3 1,927,371 4.80
Cleveland, Ohio 1,740,500 3.4 511,912 1.28
Detroit, Mich. 3,526,527 3.3 1,068,644 2.66
St. Louis, Mo. 1,800,813 3.3 545,701 1.36
TOTALS 35,783,324+** 11,481,221 28.61

*Average consumer unit refers to (1) a group of
two or more people usually living together who pooled their
income and drew from a common fund for their major items
of expense, or (2) a person living alone or in a household
with others, but who was financially independent, i.e.,
his income and expenditures were not pooled. Definition
from U.S. Department of Labor, Bureau of Labor Statistics,
"Definition of the Survey Data," December, 1964, p. l.

**Includes all occupational categories, families
not currently employed, and retired families.

Source: U.S. Department of Labor, Bureau of Labor
Statistics, "“Handbook for Survey Users," Attachment 10
(Washington: Bureau of Labor Statistics, 1964), pp. 1-2.



122

oLV 99 S6 86 89 62 Y1t sTe301

LS 8 21 LT 6 14 L STNOT °3S

8¢ L 8 8 14 € 8 ybangs3iztg

€Y 2T TT 9 9 T L eTydTspe1Tud

LL 9 2T 8T ST S 12 Assxap MaN °N

€S 8 21 11 S v €1 XIOX MaN

Z2s S TT A L 4 €T 3TOI3™q

LY 6 6 L 8 14 21 PURTSASTD

99 9 €T €1 6 9 6T obedtUud

LE S L v S 4 Al uojsog
sIeslk pE-G2

v8 LT 6T 12 LT T €1 sTe30]

91 S T S 14 T Z STNoT °3S

TT Z 14 4 0 0 S ybanqgsiatdq

0T 4 Z Z Z 0 Z eTydTopeTTUd

A T S 14 4 0 0 Kasxap MBN °N

Tt € T 4 1% 0 T XIOX M3N

7 T 0 T T 0 T 3TOoI3=3a

8 T 4 T € 0 T PuUeRTaASTD

8 4 2 € T 0 0 obeotyd

14 0 0 T 4 0 T uo3sog
sIeak Gz aapun

SSeTD 9bv PSTITTAS PSTTTAS PITITIAS soTes  paAotrdug sIobeuen VSKWS %
¥YSWS yoeq -un -Twag pue -39S pue Kxobazen aby

uT saTITWREJd TeDTIaTD STeuoTssajoad
Te3ol

YI¥UY TVOILSILVLIS NYLITOd
-O¥IIW QYVANVIS ANY ‘ZYOOILYD TYNOIIYANDDO ‘SSYID IOV HOVA NI SITTIWNVI FTJWYS JO ¥IGWNN

YT 3T19VL



123

0€S 69 AN 2T 89 144 01T sTe3ol
8S (0} 1 0T LT v € VI STNOT °3S
99 9T €T €T L 9 11 ybamagsiatd
19 6 TT 6 184 9 ST etydTaperTud
v9 S 8T ST L S v Resaar MaN °N
6L 2T 91 6T 2T 8 21 JIOX MSN
29 € 6T 81 L 9 €1 3ToI3=ad
8¢ T 0T 6 8 S S PURTSASTD
8S 7 2T 81 6 2 €1 obeotyd
vy 6 6 L € € €T uoj sog
sxesak ps-Gv
629 06 TT1T YT 16 15874 9vT sTe3or
09 TT €T 21 6 2 €1 STNoT °*3S
vsS 9 91 8T L € 14 ybanqgsiatd
99 01 0T €1 L 8 8T etydrape1Tud
v9 01 8 1T 8 6 8T Assaasp MaN °N
ve 12 TT 2T 02 S ¥4 YIOX MSN
99 01 9T YT L 9 €T 3TOoI33d
4] L YT 12 €1 2 L2 PURT3A3TD
L8 T1 ST 82 TT 8 Al obeotyd
0S 14 8 ST 6 0 Al uojsog
sIeak py-G¢
SSeTD @bv¥ PSTTITAS PSTITIAS PITTTAS saTes  paXordwug sxsbeuey VYSWS %
YSWS uyoeq -un -Twas pue -39S pue Kxobajen aby
UT saTTTWey TeoTasTd sTeuoTrssajoxg
Te301

(PSNUT3UOD) PT ITAVL



124

89T ‘2 T2¢€ 0T¥ €6v 1T€ TLT 29% dnoxb
TeuoTiedndd0 ydes
UT SSTTTWeI Te30]
L8 0T Y1 12 ST ST A sTe3orL

€T 4 T 2 9 0 2 STNOT °*3S

S 0 T 2 0 T T ybangs3iatd

L T 0 i%4 0 T T etydTsperTud

6 T € 2 0 2 T Kssxap MaN °N

02 T 2 9 v 14 € JIOX MBN

6 T 4 2 2 4 0 3TOox3°oq

L 0 14 0 0 14 T PURTSASTD

0t Z T € T T 4 obeoTyd

L 4 0 0 2 4 T uoisog
IS3A0 pue g9

2LE 69 T9 8 2s 6€ L9 sTe3jolr

143 8 L L i4 L T STNOT °3S

(474 8 8 11 14 S 9 ybangsiatdg

9¢ 14 T L 9 2 9 etydTopeTTUd

6V TT i% 8 8 L T Assaar MaN °N

09 2T ST 8 0T 14 1T JIOX MaN

2¢ L 6 L 14 4 € 3TOoI3=d

ZY 9 7 vT L S 9 PURTSA3TD

67 9 8 ST 9 S 6 obeoTud

8¢ L S L € 4 VT uojsog
sxesk p9-GG

SSeT) 9byY PITTITIAS PITTITAS PITTTAS seTes  paAordud sxsbeuep YSWS %
YSWS yoe3 =un -Twss pue -JT°S pue Kaobajzen aby

ut sSTTTWReyg TedTaIsaTd sSTeuoTSSajoad

Te3olL

(pPsnuT3UOD) T JTAVL



125

relatively smaller number of sample families in the younger
and older chronological age classes will be considered in
analyzing the findings of the study.

The number of self-employed families comprise ap-
proximately 8 per cent of the total sample families. Pro-
fessionals and managers account for about 21 per cent of
the total population. The clerical and sales workers and
skilled workers comprise about 14 per cent and 22 per cent,
respectively. The semi-skilled and unskilled workers com-
prise about 19 per cent and 15 per cent of the sample fam-
ilies. In total, there are 2,168 sample families utilized

in this research.

Variables Utilized in the Research

The Age-Occupation Matrix

Family expenditures are examined in six occupational
categories. Each occupational category is disaggregated
into six chronological age cells. The age-occupation cells
represent the basic observational unit in the research.

The age-occupational cells utilized in the research are
presented in Table 15.

In Table 15, cell A-1l delineates the families of
Salaried Professionals and Officials under 25 year% of age.
Age-cell B-2 in the matrix denotes the Self-Employed fam-
ilies in the 25-34 year old classification, and so on.

Occupational classification.--Broad occupational
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TABLE 15

FAMILY AGE-OCCUPATIONAL CELLS EMPLOYED IN RESEARCH

Age Classes

Primary Age Classes | Secondary Age Classes
Occupational Under 65 and
Categories 25 25-34 | 35-44 | 45-54 | 55-64 QOver®*
Salaried Profes-
sionals and A-1 A-2
Officials
Self-Emploved B-1 B-2
Clerical and
Sales
Skilled
Semi-Skilled
Unskilled

*The age classes 65 to 74 years and 75 years and
over combined to form age class 65 years and over.

categories have been classified according to a socio-eco-
nomic ranking scale.1 The two primary correlates are income
and education of the respective occupations. However, the
degree of skill involved and the prestige of the occupation
are also important correlates.,

Employing various occupational ranking systems,

lIn addition to the occupational classification
scheme listed in Table 15, several other occupational de-
lineation schemes have been employed. For example, the
U.S. Census of Population uses the following broad occupa-
tional categories: (1) Professionals, Technical, and Kin-
dred Workers, (2) Managers, Officials, and Proprietors,
except Farm Proprietors, (3) Clerical, Sales, and Kindred
Workers, (4) Craftsmen, Foremen, and Kindred Workers, (5)
Operatives and Kindred Workers, (6) Service Workers, in-
cluding private household workers, (7) Laborers, except
Farm and Mine, (8) Farmers and Farm Managers, and (9) Farm
Laborers and Farm Foremen.
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researchers have demonstrated that occupational categories
have "a somewhat distinct economic standard of 1life and
exhibit intellectual and social similarities."l For ex-
ample, educational attainment and income usually increase
from a lower ranking occupational category to a higher
ranked occupational category.2 By employing income and
educational attainment data from the Bureau of Labor Sta-
tistics for each occupational category used in the present
research the following relationships are noted in Table 16.
It appears reasonable to assume that since income
is fundamentally a dependent variable of occupational cate-
gory, occupations with higher socio-economic ranking and
concomitant higher incomes will demonstrate higher expendi-
tures than the lower ranking occupations. Although income
is basically a dependent variable of occupation, expendi-
tures are expected to be primarily dependent upon income.
Therefore, it 1s expected that expenditure patterns will

be positively correlated with income.3

lDelbert C. Miller, Handbook of Research Design
and Social Measurement (New York: David McKay Co., Inc.,
1964), p. 98.

2The degree of skill necessary to perform the occu-
pational task also tends to increase from the lower ranking
occupational groups to the higher occupational categories.

3The number of sample families utilized in the re-
search tends to be concentrated in the middle age classes.
In both the younger and older age classes the number of
sample families is smaller. In the under 25 age class the
self-employed occupational group only has (1) sample family.
The expenditure patterns for this occupational-age class
are presented for illustration and continuity purposes.
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TABLE 16

OCCUPATIONAL SOCIO-ECONOMIC RANKING, MEAN EDUCATIONAL AT-
TAINMENT, AND MEAN DISPOSABLE DOLLAR INCOMES, 1960

Mean Years Mean Disposable
Occupational Category Education Dollar Income

Salaried Professionals

and Officials 14 $8,438
Self-Employed 12 8,030
Clerical and Sales Workers 12 5,948
Skilled Workers 10 6,680
Semi-Skilled Workers 10 5,850
Unskilled Workers S 4,313

Source: Mean disposable income and education from
U.S. Department of Labor, Bureau of Labor Statistics, Con-
sumer Expenditures and Income: Urban Places in the North
Central Region (BLS Report No. 237-35) (Washington: U.S.
Government Printing Office, 1964), pp. 41-46.

Age classifications.--The age classifications uti-

lized in the research are employed by the Bureau of Labor
Statistics to differentiate the effect of age of family
head on incomes, expenditures, and other socio-economic
characteristics. The age classifications utilized in the
study are:

Under 25 years

25-34

35-44

45-54

55-64

65 years and over

The Bureau of Labor Statistics believes the partic-

ular age classification allows the researcher to develop

more accurate insights into the social and economic
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significance of family age. The Survey Research Center

of the University of Michigan employs a similar chronolog-
ical age classification. There are, however, only six age
classes utilized in the studies of the Survey Research Cen-
ter. The Bureau of Labor Statistics, on the other hand,
employs seven classifications. But, in this research study
only six age classes are utilized due to the small number
of sample families in the older age classes (65 years and
over). The other difference between the two surveys' age
classification is the Survey Research Center does not in-
clude family heads under eighteen years. The Bureau of
Labor Statistics can include any family head under twenty-

five years.

Family Economic Accounts

This study encompasses the following asset, liabil-
ity, and expenditure accounts of families in each occupa-
tional class and within each chronological age subclass.
Each of the following expenditure accounts is utilized
either directly or indirectly in the research.

Decrease in assets

Increase in liabilities

Increase in assets

Decrease in liabilities

Savings

Total current expenditures
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Total food
Food prepared at home
Food away from home
Housing expenditures
Rented dwelling
Owned dwelling
Other
Fuel, light, refrigeration, and water
Household operations
Household furnishings and equipment

Clothing, clothing materials, services

Automobile expenditures

Analysis of Data

Data Preparation and Programming

The unpublished data were obtained from Bureau of
Labor Statistics' regional offices in the North Central
and North Eastern regions of the United States. The raw
data come on computer print-outs, cross—classified by samp-
ling strata, age of head and occupation of the family head
for each Standard Metropolitan Statistical Area. The data
represent the expenditure patterns for families of two or
more pérsons and there are eight age-occupation cross-clas-
sifications. The two latter age classes (65-74 and 75 and
over) were combined to form one age class (65 and over)
by weighting and combining the number of families into the
one age class of 65 years and over.

Since there are nine sets of Standard Metropolitan

Statistical Area data utilized in the study (one set of
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data from each SMSA used), the data had to be weighted and
averaged in order to make the resulting sample averages

that represented all the class A Standard Metropolitan
Statistical Areas in the North Central and North Eastern
regions. To construct the sample, the data from each Stand-
ard Metropolitan Statistical Area were punched on data proc-
essing cards and weighted according to the number of fam-
ilies in each age-occupation of the family head class.

To weight and average the families, the family economic
accounts in each Standard Metropolitan Statistical Area
occupation-age cell is multiplied by the number of families
in the cell. Then the products for each occupation-age

cell are summed and divided by the total number of families
in the occupation-age classes. After each of the nine
Standard Metropolitan Statistical Areas was weighted and
averaged, a resulting average for each age-occupation class
representing the nine Standard Metropolitan Statistical
Areas was obtained. From the weighted average figures,
computer programs for the marginal propensity to consume,
the average propensity to save, and the income-expenditure

elasticities were developed.

Methodological Procedures

In the analysis of cross-section family budget data
several alternative analyses are available to the research-
er. Depending upon the objectives of the researcher, the

analysis may entail complex correlation and multiple



132

correlation analysis as well as regression analysis. In
this approach, usually the separate influence of each inde-
pendent variable on the dependent variables is determined.
Such statistical approaches are the usual procedures em-
ployed by agricultural economists in isolating the effect
of several socio-economic variables on food purchasing pat-
terns. Another approach to the analysis of cross-section
family budget data is employing elasticity measures, the
marginal propensity to consume, and average propensities

to consume and save. Each measure provides several advan-
tages in analyzing cross-section data in marketing. First,
each of the measures usually reflects the influence of sev-
eral socio-economic factors. For example, the elasticity
measure normally reflects the influence of other variables
in addition to income. Such consumption influences as
changes in family size, saving-debt relationships, tastes,
degree of urbanization, and age of family are usually re-
flected in the elasticity coefficients. In many instances
for market delineation purposes the reflection of such in-
fluence is more important and significant than isolating
the effect of one or two socio-economic variables on con-
sumption patterns. Furthermore, the elasticity measures,
average propensities to consume, and marginal propensities
to consume are also useful in predicting future expenditure
patterns. The specific methodology used in this study is

explained below.
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The analysis of the study is static, that is, it
is focused on cross-sectional relationships between occu-
pational age classes at one point in time. Elasticity
measures will be employed to compute the income elastici-
ties for all expenditure accounts within the family age
classes in each occupational category. For example, in
the occupational category--skilled workers--there are six
age classes. In each age class there is an average dis-
pocsable income account and an average dollar value for each
expenditure account. From the computed expenditure elas-
ticities for each age class, several inferences may be made.
For example, by comparing the income elasticities within
each age class, an indication of how occupational groups
adjust to changes in income can be made as well as the fol-
lowing relationships:

l. Specific expenditure account "priorities" be-
tween occupational family age classes and among identical
family age classes of different occupations.

2. Expenditure "priorities" for selected expendi-
tures based on elasticity coefficients for selected expen-
ditures within the occupational-age classes.

In employing least-square regression analysis to
compute elasticities in cross-sectional studies, the assump-

. . . . 1 . .
tion is made that prices remain constant. This is a

1George Katona, Lawrence R. Klein, John B. Lansing,
and James N. Morgan, Contributions of Survey Methods to Eco-
nomics (New York: Columbia University Press, 1954), p. 190.
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reasonable assumption since the data utilized in this study
were collected in a relatively short period of time in each
year. As previously mentioned, some precautions should
be made in interpreting the cross-sectional elasticities:
families may not always react to changes in income as cross-
sectional elasticities indicate. In market delineation,
however, the primary concern is predicting changes in con-
suming groups. Most family budget analysts assert that
cross—sectional elasticities are generally reliable pre-
dictors.l

In this study regression analysis is used to com-
pute the income elasticities of several family expenditures.
In each age class of each occupation the independent vari-
able is the income of the occupational class and the depend-
ent variables are the expenditure accounts. The elastici-
ties will measure the responsiveness of expenditures to
income change within each age class of each occupational
category.

To determine hypothetical marginal changes in total
expenditures between family age classes for each occupation,

marginal propensities to consume are also calculated.2

lSee Irving B. Kravis, "“Expenditure-Income Relation-
ships for Consumers' Durable Goods and Problems in Their
Derivation," Proceedings of the 115th Annual Meeting of
the Business and Economic Statistics Section of the Amer-
ican Statistical Association, ed. Walter F. Ryan (American
Statistical Association, 1955), pp. 106-13.

2See Hamburg, op. cit., p. 371; and Kravis, op.
cit., p. 18.
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The marginal propensity to consume is the change in expen-
ditures associated with a corresponding change in disposable
income. As such, it demonstrates the percentage of a new
level of income spent for consumption. The marginal pro-
pensity to consume is computed for the total family expen-
diture accounts.

To compute the relationship between average dis-
posable income and average total and specific expenditure
accounts in each occupational age class, the average pro-
pensity to consume i1s computed to indicate the portion of
income devoted to "“current expenditures in each family age
class. The national average propensity to consume for the
population averages about .93, denoting that consumers de-
vote approximately 93 per cent of income for expenditures.l
However, it is expected that variations occur in the aver-
age propensity to consume among the different family age
classes.

The average propensity to save for each occupational
age class is also computed and it indicates the proportion
of disposable income saved or dissaved in each age class.

The major hypothesis of the study states the socio-
economic classificatory variables, age and occupation of

the family head, significantly influence expenditure patterns.

lLouis J. Paradiso, "Consumer and Business Income
and Spending in the Postwar Period," Survey of Current
Business (Washington: U.S. Government Printing Office,
U.S. Department of Commerce, March, 1963), pp. 12-14.
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In order to determine whether significant differences in
expenditures occur between the family age classes of an
occupational category, a significance measure is needed.
For purposes of the study and for market delineation uti-
lization an economic and marketing criterion has been es-
tablished to judge significant differences in expenditure
accounts. In the study, differences in expenditures between
family age classes are considered significant when family
expenditures vary five per cent or more from the mean ac-
count expenditures of the preceding family age class. In
the family age classes where expenditure accounts do not
vary five per cent or more, the accounts are not considered
significantly different. In the “not significantly differ-
ent" expenditure accounts, the hypétheses can neither be
accepted nor rejected.

As previously mentioned, the Bureau of Labor Sta-
tistics has made sampling error estimates for several ex-
penditure accounts. For the urban United States the stand-
ard error for average total expenditures was computed to
be less than one per cent. The relative standard errors
for selected specific expenditure accounts (food, housing,
clothing, transportation, and health, recreation, etc.)
were all less than one and one-half per cent. Considering
the above chance sampling variations, the study assumes
the established economic and marketing significance cri-

terion of five per cent as more than adequate for allowing
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chance sampling variations and denoting significant differ-

ences in expenditures.

Definitions of Terms

In a study of this nature it is important that the
terms employed are understood. Listed below are the terms
used by the Bureau of Labor Statistics in coding and clas-
sifying data. The following terms will be utilized in this
research: Bureau of Labor Statistics definitions:l

Account balancing difference. The difference be-
tween reported total receipts and reported total
disbursements. Total receipts consist of income
after taxes, other money receipts, and moneys or
credit received from decreasing assets or increas-
ing liabilities. Total disbursements consist of
expenditures for current consumption, personal in-
surance, gifts and contributions, and outlays of
money that resulted in increasing assets or decreas-
ing liabilities.

Automobile transportation. Purchase and operation
of automobiles. Purchase is net of trade-in allow-
ances (or sale) and discounts, but includes financ-
ing charges.

Decreases in assets. Decreases in cash holdings,
business investments, and money owed to the family;
sale of owner-occupied dwellings, other real prop-
erty and personal property; sale or retirement of
stocks and bonds; settlement or surrender of per-
sonal insurance policies; and decreases in other
assets.

Decreases and increases in liabilities. Changes
in the mortgage debt on owner-occupied dwellings
and other real property; money owed to banks,

lU.S. Department of Labor, Bureau of Labor Statis-
tics, Consumer Expenditures and Income, Urban Places in the
Western Region, 1960-61 (Washington: U.S. Government Print-
ing Office, 1964), pp. 4-5.
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insurance companies, etc.; money owed for rent,
taxes, automobiles, house furnishings and equip-
ment, and other goods and services; and changes
in other liabilities.

Education of head. Years of school completed dur-
ing or before survey year, in elementary or high
school, college, university, or professional school.

Expenditures for current consumption. The cost

of goods and services for family living (including
financing charges and sales and excise taxes) bought
during the survey year, whether or not payments
were completed during the year. Consumer durable
goods such as automobiles and household equipment
were considered as consumption items, but purchases
and sales of homes were considered as changes in
assets. Family expenditures for items used par-
tially for business, such as home or car, were ad-
justed to exclude the amount chargeable to business
use.

Family. The family, or consumer unit, refers (1)
to a group of people usually living together who
pooled their income and drew from a common fund

for their major items of expense, or (2) to a per-
son living alone or in a household with others but
who was financially independent, i.e., his income
and expenditures were not pooled. Never married
children living with parents were always considered
as mempbers of the consumer unit.

Family head. In husband-wife families, the husband
was considered the head. In other types of fami-
lies the person recognized as the head by other
family members was so designated.

Family size. The number of equivalent, full-year
members based on the total number of weeks during
which both full-year and part-year members belonged
to the family in the survey year, divided by 52
weeks.

Full-time earners. A count of family members who
were employed 48 weeks or more in the survey year,
and for 35 hours or more per week in wage and sal-
ary occupations. The minimum requirement did not
apply to self-employed workers in an unincorporated
business or profession.

Gifts and contributions. Cash contributions to
persons outside the family and to welfare, religious,
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educational, and other organizations; and the cost
of goods and services purchased in the survey year
and given to persons outside the family.

Net change in assets and liabilities. The algebraic
sum of increases and decreases in assets and lia-
bilities. Net increases in assets or decreases

in liabilities represent a net saving during the
year. Net decreases or increases in liabilities
represent a deficit (-) or net dissaving.

Occupation of family head. The major occupation

at which employed for the largest number of weeks
in the survey year. The classification was made

in accordance with the 1960 Census of Population,
Alphabetical Index of Occupations and Industries,
except that the self-employed (including business-
men, professionals, and artisans) were separated
from salaried managers, officials, and professional
workers. DMembers of the Armed Forces, living off
base, and therefore eligible for the survey, were
classified separately. The retired included heads
who were wholly retired and some with nominal earn-
ings which were less than retirement income.

Increases in assets. Increases in cash holdings,
business investments, and money owed to the family;
purchase and improvement of dwellings and other
real property; purchases of stocks and bonds; and
increases in other assets.

Money income after taxes. Money income after de-
duction of personal taxes (Federal, State, and lo-
cal income taxes, poll taxes, and personal property
taxes) .

QOther Definitions

Ex post consumer expenditure patterns. Current

or historical consumer expenditure patterns usually
disaggregated according to one or more socio-eco-
nomic variables.

Cross-sectional consumer expenditure survey. An
investigation of expenditure patterns of individ-
ual or families with differing socio-economic char-
acteristics at one point in time.

Market delineation. The process of identifying
consuming groups from a heterogeneous aggregated
population.
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Socio-economic characteristics. Identifying traits
of individuals or groups, such as income, educational
attainment, and occupational category.

Necessities. In this research, "necessities"™ include
total food, total shelter, clothing, and utilities.

Primary age classes. The family age classes in
which the family head's age is under 45 years.

Secondary age classes. The family age classes in
which the family head's age is over 45 years.

Manual occupational categories. The lower socio-
economic ranked occupational categories including
skilled, semi-skilled, and unskilled workers.

Nonmanual occupational categories. The higher socio-
economic ranked occupational categories including
professional, self-employed, and clerical and sales
workers.

Average propensity to consume. The ratio of the
mean disposable income to a specific expenditure
account.

Average propensity to save. The ratio of mean dis-
posable income to total family savings.

Marginal propensity to consume. The proportion of
a new level of income devoted to expenditures.

Income elasticity. The responsiveness of a change
in expenditures to a change in income.




CHAPTER IV

PRESENTATION OF FINDINGS

Introduction

The objective of this chapter is to present the
empirical findings of the research. By presenting the find-
ings relating the influence of both age and occupation on
selected expenditure patterns, potential insights may be
gained regarding the influence of the occupation-age vari-
able on family expenditure patterns and consumer behavior.

The findings of the study are orgahized into six
sections. The six sections follow the presentation of the
hypotheses in Chapter I. The first section presents the
findings relating socio-economic occupational rank and ab-
solute expenditures. The second section presents the find-
ings relating socio-economic occupational rank and relative
income-expenditure relationships. The findings felating
occupational rank and family disposable income concentra-
tions by age class are presented in the third section.
Absolute family saving levels by occupation and age class
are presented in the fourth section. The income-expendifure
elasticities for selected family expenditures are presented

in the fifth section. Finally, the marginal propensity to

141
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consume for total expenditures is presented in the sixth

section.

Occupational Socio-Economic Rank and
Absolute Expenditure Relationships

As previously discussed in Chapter I, occupational
categories can be ranked on a socio-economic scale. As
previously discussed, an important correlate of the socio-
economic ranking scale is the income of the family. This
is an important determinant of expenditure patterns. Thus,
in the study it generally was expected that the higher the
socio-economic rank of the occupations, the greater the
total expenditures for each occupational category. However,
the expenditures for all goods were not expected to completely

follow the ranking scale.

Total Family Expenditures

The first hypothesis relating socio-economic rank
and family age class to absolute dollar expenditures states
that in each family age clasé average total dollar expendi-
tures are positively related to the socio-economic rank of
the occupation.

The findings relating occupational socio-economic
rank and family age class to total family expenditures are
presented in Table 17. In addition to the weighted average
for total expenditures in each occupational category (where
all age classes were combined), the findings are also pre-

sented by family age class of each occupation. A weighted



143

*UOTJIS3ITID %G 9Y3 03 DuTpIodoDOe 3USISFFTP ATIUedTITubTs jou saanjtpuadxd,

8¢ 8¢ 06LY «£S09 AR R 208§ 960S LO9V STVS 69€S PaTTTASuUN
sLL6YV 0009 0TE9 TTTO «9GS%9 €E€LS <ZCT0S LY09 LL09 PSTTITIS-TWag
« 7887 «8VG9 €L0L 6L99 «GGG89 «LPG9 6CES AR 74°) «6G5G9 PSTTITS
L90S ¥TS9 86LL 000L 82L9 V629 #2999 9G6¥%9 2699 TedTI=a1d
6€£69 «+68L8 2988 8¢€S8 ¢voL yecL 0288 SSvL 9L08 palordwus-3T3S
0e68% S0L8% ¢£IZO0T$ L6S6% £€.68% B8G9L% TV¥Se 9G6Z8% S088% TeuoTss=a30ad
IsnQ pue  $9-G6G§  HG-G¥ S9sseTd ¥y-S¢ PE—-G< G2 S9sSs®eTD S9asseTd MNYY
G9 abv Iapun obvy 2By  TYNOIIVJNDDO
Axepuodssg AzewTtag 1TV DIWONODZ
obeaaay obeaaay obeasay -0ID0S

AJepuodasg AxewTtag

S9SSeTD °2by

SSVTID 3FOV ANV MNYY DIWONODI-OIDOS TYNOIILVANDDO Xd

LT 3T9YL

STANLIANIAXT TVIOL ATINWVA



144

average is also computed for the average total expenditures
in the primary and secondary age classes. In Table 17 aver-
age total expenditures (all age classes combined) coincide
with the socio-economic occupational ranking system. Pro-
fessionals have the highest absolute family expenditures.
In the primary age classes the expenditure sequence by socio-
economic rank for total family expenditures is not always
maintained., The self-employed, in the under 25 age class,
have the largest expenditures and are followed by the cler-
ical and professional categories. In the 25-34 age class,
the professionals lead in total expenditures; however, the
data reveal that the skilled category has Qigher expendi-
tures than the clerical families. The total expenditures
sequence is maintained in the 35-44 age class except for
the families in the skilled category which spend more than
the clerical families.

In the secondary age classes, the ranking of expen-
ditures by socio-economic occupational rank in the 45-54
age classes is maintained. In the 55-64 age class, however,
total expenditures do not follow the general socio-economic
ranking. As noted in the data, the self-employed have the
highest total expenditures while the professionals rank
second. In this age class skilled workers spend slightly
more than the clerical category. In the 65 and over age
class, the ranking of expenditures is maintained except

for the semi-skilled workers who demonstrate higher total
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expenditures than the skilled category.
The data on the average total expenditures for the
primary and secondary age classes reveal that expenditures

correspond to the socio-economic ranking scale.

Total Food Expenditures

The second absolute expenditure hypothesis states
that in each family age class, total food expenditures are
positively related to occupational socio-economic rank.

The relationship of occupational rank and total food expen-
dicures is not as clearly defined as for total expenditures.
In Teble 18 total food expenditures are presented by occu-
pation and family age classes. The data on average total
food expenditures (all age classes combined) generally fol-
low the occupation ranking scale except for the self-employed
and skilled workers. The self-employed have the highest
total food expenditures. The skilled workers, on the other
hand, spend more on total food than do those in the cler-
ical category. There is also very little difference in
total food expenditures between the professional and self-
employed categories.

In the primary age classes, the irregularities in
total food expenditures also are present in the under 25
age class. The self-employed category demonstrates the
largest total food expenditures and is followed by the semi-
skilled, professional, and skilled workers. The clerical

and unskilled categories have the lowest total food
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expenditures. The self-employed category, again in the
25-34 age class, demonstrates the highest total food out-
lays and is followed by the professionals. In the 25-34
age class both skilled and unskilled workers have greater
expenditures than those in the clerical category. In the
35-44 age class, the total food expenditure sequence is
ranked in descending order by the professionals, self-em-
ployed, skilled, semi-skilled, clerical and unskilled groupse.
In the secondary age classes, the occupational total
food expenditure patterns present a more uniform total food
expenditure pattern. Expenditures in the 45-54 age class
correspond to the occupational ranking. However, in the
55-64 age class, the self-employed have the highest expen-
ditures, followed by the professionals, skilled, and cler-
ical categories, respectively. Professionals, in the 65
and over age class, have the highest expenditures and are
followed by the self-employed, unskilled and semi-skilled,
clerical, and skilled categories, respectively. The data
on average total food for the primary age classes reveal
that the self-employed have the highest total food expendi-
tures, followed by the professionals, skilled, semi-skilled,
clerical, and the unskilled groups. For the average of
the secondary age classes, the self-employed have the high-
est expenditures, followed by the professionals, clerical,

skilled, semi-skilled, and unskilled.
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Total Housing Expenditures

The third hypothesis relating age and occupation
to absolute expenditures states that in each of the family
age classes average housing expenditures are positively re-
lated to the socio-economic rank of the occupational cate-
gory. In Table 19 the occupations are again ranked and
the data relating the patterns for total housing expendi-
tures are presented. Total housing expenditures encompass
expenditures for shelter, utilities, household operations,
house furnishings, and equipment. Average total housing
expenditures (all age classes combined) for the occupational
categories follow the socio-economic ranking scheme. 1In
the primary age classes, however, considerable expenditure
variation occurs in the under 25 age class. The clerical
category demonstrates the highest expenditures followed by
the professionals, semi-skilled, skilled, unskilled, and
self-employed. Total housing expenditures in the 25-34
age class correspond to the ranking of the occupations.
And in the 35-44 age class the sequence is maintained ex-
cept for the manual working occupational categories where
semi-skilled workers demonstrate higher expenditures than
do the unskilled or skilled workers although the differences
are small.

In the secondary age classes, the expenditure se-
quence again is maintained in the 45-54 age class. However,

in the 55-64 age class the self-employed have the highest
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outlay. Finally, in the 65 and over class the self-employed
demonstrate the largest total housing expenditures followed
by the professionals, clerical, semi-skilled, skilled, and
unskilled.

The average data for total housing expenditures
in the primary age classes show that total housing expen-
ditures follow the occupational ranking scale. However,
the average housing expenditures do not completely follow
the occupational rank in the secondary age classes since
the self-employed category expends more for total housing

than does the professional group.

Clothing Expenditures

The fourth hypothesis relating absolute expenditures
to the occupation-age variables states that in each family
age class family clothing expenditures are positively re-
lated to occupational socio-economic rank. Table 20 illus-
trates the relationship between family clothing expenditures
and the occupational-age variables. The disaggregation
of family clothing expenditures by occupational family age
classes illustrates some irregularities in the pattern of
clothing expenditures. The data reveal that average family
clothing expenditures (all age classes combined) follow
the occupational ranking scale except for those in the self-
employed category who spend slightly more on clothing than
do the professionals. In the primary age classes, the pat-

tern of expenditures is also irregular. The self-employed,
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in the under 25 age class, expend the highest amount on
clothing and are followed by the clerical, professional,
unskilled, skilled, and semi-skilled groups, respectively.
In the 25-34 age class, regularity according to the occu-
pational ranking scale is maintained except for the self-
employed group which devotes more income toward clothing
purchases than do those in the professional category. In
the 35-44 age class, the self-employed group again defi-
nitely spends more on clothing than do those in the pro-
fessional category. Also it is noted that the semi-skilled
families spend more than the skilled workers. Those in
the other occupational categories, however, tend to dis-
tribute their incomes according to occupational rank.

In the 45-54 age class, the self-employed group
spends a fraction more than the professional group. The
other occupations, however, demonstrate clothing expendi-
tures according to occupational rank. In the 55-64 age
class, those in the self-employed category display higher
expenditures than those in the professional category, and
the skilled families spend more than do the clerical. Final-
ly, in the 65 and over age class semi-skilled workers demon-
strate higher expenditures than do those in either the skilled
or clerical categories and the unskilled families spend
slightly less than the skilled category.

The sequence of expenditures for clothing is main-

tained in the average expenditures for the primary and
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secondary age classes except that the self-employed have
higher expenditures than do those in any of the other oc-

cupational categories.

House Furnishing and Equipment Expenditures

Two hypotheses were formulated to aid in determining
the relationship between age and occupation and house fur-
nishing expenditures. The first hypothesis states that
family expenditures for house furnishings and equipment
reach maximum levels in the primary age classes for each
occupation. The second hypothesis states that the sequence
of house furnishing and equipment purchases does not follow
the socio-economic ranking scale in any age class.

Several interesting relationships were found in
the comparison of house furnishing and equipment expendi-
tures by occupational socio-economic rank. House furnish-
ings basically include household textiles, furniture, floor
coverings, small appliances, housewares, and household in-
surance. The data showing the average amount spent for
house furnishings and equipment are presented in Table 21.

Average house furnishing and equipment expenditures,
all age classes combined, generally follow the socio-eco-
nomic rank of the different occupations with the exception
of the skilled category. In the skilled category, expendi-
tures average a little higher than for the clerical occu-
pational category; however, there is only a slight differ-

eénce in expenditures.
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In the primary age classes, expenditures for house
furnishings increase, then decrease with family age for the
professional and skilled categories. Those in the self-
employed category, by contrast, increase expenditures with
family age. Throughout the primary age classes, the cler-
ical families spend less with increases in family age. Those
in the semi-skilled and unskilled categories follow similar
expenditure patterns since all have high expenditures in
the under 25 category, with a decrease in expenditures in
the 25-34 age class, and an increase in expenditures in
the 35-44 age class.

In the secondary age classes, those in the profes-
sional category devote less income to house furnishings
with increasing family age. By contrast, the self-employed,
clerical, and skilled groups increase, then decrease expen-
ditures with family age. The semi-skilled and unskilled
workers, however, continually decrease expenditures with
increasing family age.

The data further reveal that maximum expenditures
are reached in the primary age classes by all the occupa-
tional categories with the exception of the self-employed
group. The data reveal also that in the under 25 age class
clerical workers definitely spend more than those in the
other occupational categories. In the remaining age classes,
the professional families maintain the highest average ex-

penditures except for the self-employed in the 55-64 age
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class. The data also reveal that in the 25-34 and 35-44
age classes, the skilled families have higher disbursements
for house furnishing and equipment expenditures than do

the clerical families.

In the secondary age classes, the irregularity of
expenditures by socio-economic rank is also revealed. Il-
lustratively, in the 45-54 age class, the professionals
exhibit the highest level of house furnishing expenditures.
The professionals are followed by the self-employed, skilled,
semi-skilled, unskilled, and clerical. By contrast, in
the 55-64 age class, the self-employed have larger expen-
ditures than those in the other occupations. The self-
employed are followed by the professionals, skilled, cler-
ical, unskilled, and semi-skilled. In the 65 and over age
class professionals lead in expenditures for house furnish-
ings and they are followed by the self-employed, skilled,
clerical, and unskilled.

Finally, the data for the average expenditures for
the primary and secondary age classes reveal that the ex-
penditure sequence is not maintained in either age classifi-

cation.

Automobile Expenditures

Regarding the relationship between socio-economic
Occupational rank and expenditures for automobiles, two

hypotheses were set forth. The first hypothesis states
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that the magnitude of family expenditures for automobiles

is not correlated with occupational rank in any age class.
The second hypothesis states that the maximum automobile
expenditures for each of the manual occupational categories
are concentrated in the primary age classes while maximum
automobile expenditures for each of the non manual occupa-
tional groups are concentrated in the secondary age classes.
In the analysis of automobile expenditures by family age
classes several varying relationships are noted. The data
are presented in Table 22.

Average automobile expenditures for each occupa-
tional category are not in accordance with the general
socio-ccunialc ranking scale. For the average automobvile
expenditures, all age classes combined, professionals spend
considerably more than do those in the other occupations.
And somewhat surprising, the skilled workers devote more
income than those in either the self-employed or clerical
category. The semi-skilled families follow the professional
and skilled occupational categories. The workers in the
clerical category spend significantly more on automobiles
than either the self-employed or unskilled workers. In
the under 25 age cell, skilled workers expend considerably
more on automobiles than those in the other occupations.
However, for the 25-34 age class, the professionals have
the highest expenditures and they are followed by the skilled

families. In the 35-44 age class, the professionals again
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have the highest expenditures. The semi-skilled and the
skilled workers rank second and third in expenditures.

In the secondary age classes, all of the occupa-
tions reduce automobile expenditures as family age increascs
except the professionals who decrease, then increase expen-
ditures. In the 45-54 age class, the professionals expend
the most for automobiles. The skilled category follows
in second place. Another irregularity in the 45-54 age
class is that unskilled workers have higher automobile ex-
penditures than the self-employed, and semi-skilled groups.

The 55-64 year age class is the first family age
class in which clerical workers spend more for automobile
expenditures than the skilled families. In the 65 and over
age class the professional families increase their expen-
ditures substantially. The professionals are followed by
the clerical, skilled, self-employed, semi-skilled and un-
skilled families, respectively.

In examining the data for the average expenditures
in the primary age classes, several irregularities in the
family purchase patterns are found. The professionals ex-
pend the most and they are followed by the skilled, semi-
skilled, clerical, self-employed, and unskilled families.
The average automobile expenditure data for the secondary
age classes point out that the professionals again have the
highest expenditures. The professionals are followed by
the skilled, clerical, semi-skilled, self-employed, and

unskilled.
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Occupational Socio-Economic Rank and
Relative Income-Expenditure Relationships

A frequently used measure for determining income-
expenditure patterns is the average propensity to consume.
As previously defined, the average propensity to consume
is the proportion of disposable income devoted to either
total expenditures or to a specific family expenditure ac-
count. The average propensity to consume provides two im-
portant measures for marketing and economic purposes: 1)

a measure of family income dispersion and 2) a relative
measure of comparing expenditure priorities among different
socio—-economic groups. In the findings presented below,

the average propensity to consume is employed to demonstrate
the above relationships. The average propensity to consume
for total expenditures is presented first and is followed

by the average propensity to consume for "“necessities.™

Total Family Expenditures

A hypothesis was formulated stating that in each
family age class the average propensity to consume, for
total family expenditures, is inversely related to occupa-
tional socio-economic ranking. The average propensity to
consume for total expenditures is presented in Table 23.

In the analysis of the average propensity to consume by
the occupational-age classes, several irregular expenditure
patterns are noted. The average propensity to consume for

the occupations, when all age classes are combined, is not
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in accordance with the occupational socio-economic scale.
The self-employed have the lowest average propensity to
consume, followed by the professionals, skilled, clerical,
and the semi-skilled families. Those in the unskilled cate-
gory demonstrate the highest average propensity to consume.

In the primary age classes, there are some occupa-
tions whose average propensity to consume exceeds unity,
denoting that current family expenditure exceeds the dis-
posable income of the family. In the under 25 years age
class, those in the professional category have the lowest
average propensity to consume; however, the self-employed
group has the highest average propensity to consume. The
clerical and skilled families are the only oﬁher occupational
categories in addition to the professional category having
an average propensity to consume less than unity. In the
25-34 age class, the self-employed have the lowest expendi-
ture ratio and are followed by the professionals, clerical,
and seml-skilled group. The data also reveal that in the
skilled and unskilled categories the income-expenditure
ratio exceeds unity. The occupations in the 35-44 year
age class follow the socio-economic ranking scale except
for the skilled group which has a lower average propensity
to consume for total expenditures than either the clerical
or self-employed.

In the secondary age classes, all the average pro-

pensities to consume are less than unity. Further, all of
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the ratios decline with increasing family age. In the 45-54
age class the self-employed have the lowest average propen-
sity to consume. Following the self-employed are those in
the professional, skilled, semi-skilled, unskilled, and
clerical categories., A similar relationship is found in

the 55-64 age class where the self-employed continue to

have the lowest average propensity to consume for total
expenditures. The self-employed are followed by the pro-
fessionals, skilled, semi-skilled, unskilled, and clerical
groups. The self-employed continue to have the lowest aver-
age propensity to consume in the 65 and over age class and
they are followed by the professional, skilled, unskilled,
and clerical and semi-skilled families.

The average data for the primary age classes dis-
close that the self-employed have the lowest average pro-
pensity to consume. The self-employed are followed by the
professionals, clerical and skilled, semi-skilled, and un-
skilled. The average data for the secondary age classes
again reveal that the self-employed devote the smallest
percentage of their income for total expenditures. Follow-
ing the self-employed according to the proportion of income
devoted to current expenditure are the professionals, skilled

and unskilled, semi-skilled, and clerical.

Necessity Expenditures

The second hypothesis relating the proportion of

income devoted to expenditures sets forth that in each family
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age class the average propensity to consume, for all expen-
diture accounts classified as '"necessities," is inversely
related to occupational socio-economic rank. In this study
"necessities™" include total food, total shelter, clothing,
and utilities. To compute the average propensity to consume
the expenditures for each of the accounts were totaled and
divided by the disposable income of the family. The data
on the income-expenditure ratios for necessities are pre-
sented in Table 24.

The average propensity to consume for each occupa-
tional category (all age classes combined) follows the socio-
economic ranking scale except for those in the clerical
category who have a higher consumption ratio for necessi-
ties than those in the skilled category.

In the under 25 age class, the self-employed have
the highest average propensity to consume and are followed
by the semi-skilled, unskilled, skilled, clerical, and pro-
fessional families. The income-expenditure ratios in the
25-34 age class follow the socio-economic ranking system
with the exception of the self-employed families which have
the lowest average propensity to consume. The average pro-
pensity to consume in the 35-44 age class follows an irreg-
ular pattern according to the socio-economic ranking scale.
Unskilled and clerical families have the highest income-
expenditure ratio and are followed by the self-employed,

semi-skilled, and professional families.
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In the secondary age classes, the average propen-
sity to consume, for all occupations, generally tends to
be considerably lower than in the primary age classes.

In the 45-54 age class those in the clerical category have
the highest average propensity to consume for necessities,
followed by the semi-skilled, unskilled, skilled, self-
employed, and professional families. The occupations in
the 55-64 age class generally have lower income-expenditure
ratios for necessities than do families in the 45-54 age
class. The professionals and self-employed have the low-
est average propensity to consume and they are followed

by skilled, semi-skilled, clerical, and unskilled. In the
65 and over age class, the average propensity to consume
generally continues to decline for all the occupational
groups except for the unskilled workers who have a higher
income-expenditure ratio. The professionals have the low-
est ratio followed by the self-employed, skilled, clerical,
semi-skilled, and unskilled.

The data for the averages of the primary age clas-
ses generally reveal that with decreases in the occupational
rank the average propensity to consume for "necessities"
increases. An exception to the pattern occurs with those
in the skilled category who have a slightly lower average
propensity to consume. A similar relationship exists for

the averages of the secondary age classes.
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Total Food Expenditures

Two hypotheses were set forth relating the propor-
tion of income devoted to family total food expenditures.
The first hypothesis states that in each successive occu-
pational age class, the proportion of income devoted to
total food expenditures increases in the primary age classes
and decreases in the secondary age classes. The second
hypothesis states that the average propensity to consume
for total food expenditures in each age class of all occu-
pations is inversely related to the soclo-economic rank
of the occupation. That is, the lower ranking occupations
will demonstrate higher average propensities to consume
than will higher ranked occupational categories. The data
for the average propensities to consume for families in
the primary and secondary age classes are presented in
Table 25.

The findings for the average propensity to consume
for the primary age classes points out that the average
propensity to consume for the professionals, clerical, and
skilled groups increases with family age. However, it is
also noted that self-employed and semi-skilled groups de-
crease, then increase the proportion of income spent for
total food. The unskilled, on the other hand, decrease
the proportion of income for total food from the 25-34 to
the 35-44 age class.

In the secondary age classes, the professionals,
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clerical, and skilled families generally decrease the pro-
portion of income for total food in the secondary age clas-
ses. The self-employed increase, then decrease the rela-
tive amount of income for total food, but the semi-skilled
families decrease, then increase total food expenditures.
The unskilled workers decrease the proportion of income
for total food, then increase the proportion in the 65 years
and over age class.

The uniform pattern of an increasing average pro-
pensity to consume with decreasing occupational rank is
not strictly maintained in any of the family age classes.
In the nonmanual occupational groups in all the age classes,
the self-employed have both higher and lower average pro-
pensities to consume than the professional group. The oc-
cupations in the manual categories follow a more uniform
pattern; however, some variations do occur in the under 25
age class.

The most uniform patterns are found in the averages

for the primary and secondary age classes.

Clothing Expenditures

The hypothesis relating the income-expenditure
ratios for family clothing expenditures states that in each
successive occupational age class, the proportion of income
devoted to clothing expenditures increases the primary age

classes and decreases with family age in the secondary age
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classes. The average propensities to consume for clothing
are presented in Table 26.

An examination of the data for the primary age clas-
ses reveals that the average propensity to consume increases
with increasing family age for the professionals, semi-
skilled, and unskilled workers. The self-employed families
decrease, then increase the proportion of income for family
clothing. The clerical families devote the same proportion
of income in the under 25 and 25-34 age classes, then in-
crease the proportion. The skilled workers initially in-
crease the proportion of income, then maintain the ratio
in the 25-34 and 35-44 age class.

In the secondary age classes, all the occupational
groups decrease the proportion of income for clothing with
increasing family age except for the semi-skilled group
which maintains the same proportion in the 55-64 and 65
and over age class.

The data for the averages of the primary age clas-
ses reveal that the professional category devotes the small-
est proportion of income toward the purchase of clothing.

By contrast, the self-employed and clerical groups have
the highest average propensity to consume and are followed
by the skilled, semi-skilled, and unskilled groups.

The data for the average of the secondary age clas-
ses disclose that all the occupations devote a similar pro-
portion of income for clothing except for the unskilled

families who devote slightly less income.
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House Furnishings and Equipment Expenditures

The average propensity to consume for house furnish-
ings and equipment expenditures reveals a different pattern
than for some of the other income-expenditure relationships.
The hypothesis formulated states that in each family age
class, the proportion of income devoted to house furnish-
ings and equipment expenditures 1s inversely related to
socio-economic occupational rank. The data for the aver-
age propensity to consume for house furnishings and equip-
ment expenditures are presented in Table 27.

The data indicate that for average of all age clas-
ses, there is very little difference in the average propen-
sity to consume for house furnishings and equipment expen-
ditures. However, in the primary age class, specifically
in the under 25 age class, considerable differences are
noted. In the under 25 age class, for example, those in
the unskilled category devote the highest proportion of
income to house furnishing and equipment expenditures.

The unskilled are followed by the semi-skilled, profes-
sionals, skilled, clerical, and self-employed. The skilled
families in the 25-34 age class have the largest average
propensity to consume. However, in the 35-44 age class

the professionals, self-employed, clerical, and skilled
workers have identical average propensities to consume.

The semi-skilled and unskilled workers have slightly higher

average propensities to consume.
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In the secondary age classes, there is no identifi-
able pattern for the average propensity to consume . For
example, in the 45-54 age class the professionals, skilled,
semi-skilled, and unskilled workers have identical average
propensities to consume. Although slightly lower, the self-
employed and clerical families also devote an identical
proportion of income toward the purchases of house furnish-
ings and equipment.

In the data for the averages of the primary age
classes, the professionals and self-employed distribute
the smallest proportion of income for house furnishings
and equipment. Following the professionals and self-em-
ployed are the clerical, skilled, and semi-skilled families
who have identical average propensities to consume. The
unskilled have the highest average propensity to consume
for the age class. The data for the averages of the sec-
ondary age classes do not follow such a uniform pattern.

As an example, the professionals have a higher average pro-
pensity to consume than do the self-employed.

Occupational Rank and Family
Disposable Income Concentrations

Two hypotheses were formulated with respect to fam-
ily income patterns. The first hypothesis states that in
the non-manual occupational categories (professionals, self-
employed, and clerical families), disposable income levels

are highest in the secondary age classes. The second
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hypothesis states that in the manual occupational classes
(skilled, semi-skilled, and unskilled) disposable income
levels reach maximum levels in the primary age classes.
Table 28 illustrates the income concentration for both the

non-manual and manual groups.

Non-manual Occupational Categories

The average disposable income levels for the non-
manual occupational categories (all age classes combined)
follow the general ranking scale except that the self-em-
ployed category has a slightly higher average income than
the professional group. Considerable differences exist
between the clerical, professional, and self-employed groups.

In the primary age classes, average disposable in-
come for the occupational categories does not follow the
socio—-economic ranking scale in all the family age classes.
In the under 25 age class, clerical families have higher
disposable incomes than do those in the self-employed group.
The data for the 25-34 age class show that the self-employed
have higher disposable incomes than either the clerical or
professional families. But, in the 35-44 age class, the
family disposable income levels follow the socio-economic
ranking scale.

In the secondary age classes the disposable income
levels follow the occupational ranking scale in the 45-54
and 65 and over age classes. In the 55-64 age class, how-

ever, the disposable income level of the self-employed exceecds
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that of the professionals. The data also point out that
the disposable income levels of the self-employed and cler-
ical groups decline with increases in family age. However,
the disposable incomes of those in the professional cate-
gory increase 1in the 65 and over age class.
The data for the average disposable incomes for

the primary age classes follow the ranking scale. However,
the averages of tine secondary age classes do not since the

self-employed have a slightly higher disposable income level.

Manual Occupational Categories

The average disposable income for the manual work-
ing classes (all age classes combined) follows the socio-
economic ranking scale. In the primary age classes, income
increases with family age for all the occupations. Further,
with increases in family age, the differences in disposable
income between the skilled and semi-skilled workers remain
relatively stable. However, the differences in disposable
income between the semi-skilled and unskilled groups tend
to increase.

In the secondary age classes, the family disposable
incomes again follow the occupational ranking scale. The
data also reveal that all the families experience sharp
declines in disposable income.

The average income levels for both the primary and
secondary age classes correspond to the socio-economic rank

of the occupations.
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Family Absolute Savings Levels

Two hypotheses were formulated relating family sav-
ings levels with the age and occupation of the family head.
The first hypothesis states that in each family age class,
the family savings levels of the non-manual occupational
categories do not follow the socio-economic ranking scale.
The second hypothesis states that in each family age class
the family saving levels of the manual occupational cate-
gories do follow the socio-economic ranking scale.

The definition of total family savings used in this
study 1is broader than the definition of '"liquid cash hold-
ings"; however, it gives a more realistic view of the total
family savings patterns.

Savings are defined as:

+ the increase in assets

- the decrease in assets

- the increase in liabilitics
+ the decrease in liabilities
+ perscnal insurance

In Table 29 the absolute savings patterns are pre-

sented for both the non-manual and manual occupations.

Non-manual Family Savings Patterns

Those in the self-employed category have the high-
est average savings (all age classes combined), followed

by the professional and clerical workers. Family saving

patterns in the under 25 age class follow the socio-economic

ranking scheme. However, in the 25-34 age class, the self-

employed families demonstrate the highest saving levels,

e .
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followed by those in the professional category. But in
the 35-44 age class, family savings correspond to the oc-
cupational socio-economic rankings.

In the secondary age classes, the self-employed
families have the highest saving levels in all the age
classes. In the 65 and over age class, the professionals
decrease family savings; however, the self-employed and
clerical families substantially increase the level of sav-
ings.

The data also indicate that for the average of both
the primary and secondary age classes, those in the self-
employed category have the highest savings levels. And
the self-employed families are followed in level of savings

by the professional and clerical workers.

Manual Family Savings Patterns

The family saving patterns of the manual working
class families generally follow the socio-economic rank
of the occupational categories. The average family savings
(all age classes combined) all follow the socio-economic
ranking pattern. In the primary age classes, some of those
in the manual occupational categories demonstrate dissaving
patterns. In the under 25 age class, for example, both
those in the semi-skilled and in the unskilled categories
dissave. The skilled group does have small average savings.
In the 25-34 family age class, the only age class dissaving

is the unskilled occupational group. However, the degree
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of dissaving 1is considerably reduced from that of the pre-
ceding age class. All the occupational categories have
positive savings in the 35-44 age class. It is also noted
that there is a considerable increase in family savings
for those in the skilled occupational category; however,
the semi-skilled and unskilled workers also increase the
absolute savings levels.

In the secondary age classes family saving patterns
do not all follow the same pattern as in the primary age
classes. The skilled workers decrease savings slightly
in the 45-54 age class. By contrast, the semi-skilled and
unskilled families considerably increase savings. In the
55-64 age class, skilled and unskilled workers increase
savings, but the semi-skilled category decreases savings.
The average saving patterns in the 65 and over age class
show an irregular similarity. In that age class, those
in the skilled and unskilled category decrease savings,
while the semi-skilled workers increase family savings.

The data for the average family savings levels of
the primary and secondary age classes reveal that family
savings follow the socio-economic rank.

Occupational Rank and Income-
Expenditure Elasticities

Four hypotheses were formulated relating the respon-
siveness of expenditures to changes in incomes within each

occupational-age class. The elasticity coefficients in
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the following tables indicate the responsiveness of a change
in expenditures to a given change in disposable income within
each age class of each occupational category. An elasticity
coefficient greater than one (unity) indicates that expen-
ditures are elastic. But, an elasticity coefficient less
than one indicates inelastic expenditures. That is, the
family expenditures do not change relatively as much as
disposable income changes. An elasticity coefficient of
one (unity) indicates that expenditures change in the same
percentage ratio as income.

In presenting the findings for each occupational-
age class the elasticity coefficilents are presented first.
Following the presentation of the elasticity coefficients,
the standard error of the elasticity coefficient is presented.
The elasticity coefficients which are statistically signif-

icant at the .05 level are noted in each table.

Total family expenditures

The first hypothesis states that in each occupa-
tional-age class the magnitude of income elasticity coef-
ficients for total expenditures is inversely related to
the socio-economic rank of the occupation. In Table 30,
the elasticity coefficients for total expenditures are pre-
sented for each occupational-age class.

In the under 25 age class, the self-employed cate-
gory does not contain enough sample families to compute

the elasticity coefficients. The professionals, however,
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have the lowest elasticity coefficients and are followed
by the semi-skilled. It is noted, however, that the elas-
ticity coefficient for the clerical category is not signif-
icantly different at the .05 level. In the 25-34 age class,
the self-employed families demonstrate the lowest elasticity
coefficient. They are followed by the clerical, unskilled,
semi-skilled, skilled, and professionals. In the 25-34
age class, however, the elasticity coefficients for the
self-employed are not statistically significant. The mag-
nitude of elasticity coefficients in the 35-44 age class
are inversely related to occupational rank except in the
unskilled classification. The unskilled have a lower elas-
ticity coefficient than do the semi-skilled. It 1is noted
that the professional elasticity coefficient does not meet
the .05 statistical 1level.

In the 45-54 age class, several diverse patterns
are noted in the relationship between occupational rank
and total expenditure elasticities. The self-employed
families demonstrate the lowest elasticity coefficients.
They are followed by the semi-skilled, unskilled, skilled,
clerical, and professional families, respectively. Both
the professional and clerical families demonstrate elastic
expenditures. In the 55-64 age class, the professionals
have the lowest elasticity coefficient for total expendi-
tures. The professionals are followed in the magnitude

of income elasticities by the clerical, unskilled, semi-



185

skilled, self-employed, and skilled families. The skilled
families are the only occupational group in the age class
which demonstrates elastic expenditures. In the 65 and
over age class, the elasticity coefficients for the cler-
ical, skilled, semi-skilled, and unskilled do not meet the
.05 statistical levels. The unskilled families have the
lowest elasticity coefficients. The unskilled families
are followed in order of increase of elasticity coeffici-
ents by the self-employed, professional, clerical, skilled,
and semi-skilled families. All of the occupations demon-
strate inelastic expenditures for total expenditures in

the 65 and over age class.

Total food elasticities

The second hypothesis states that the magnitude
of income elasticities within each occupational age class
is inversely related to the socio-economic rank of the
occupations.

In the urnder 25 age class, the only families dem-
onstrating elastic expenditures are in the skilled group.
Elasticity coefficients could not be computed for the self-
employed in this age class. The professional families dem-
onstrate a unique income-total food expenditure relation-
ship. As noted in Table 31, the elasticity coefficient
signifies that total food expenditures are an inferior good.
Inferior gocds are those which decline with increases in

family incomes. Of the remaining family groups in the under
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25 age class, the semi-skilled have the lowest elasticity
coefficient. The semi-skilled families are followed by

the unskilled, clerical and skilled families, respectively.
However, only the skilled families have elasticity coeffi-
cients which meet the .05 significance criterion. In the
25-34 age class, the unskilled families have the only elas-
tic total food expenditure coefficient. The ranking of
occupational families from lowest to highest income elas-
ticities is as follows: clerical, self-employed, profes-
sional, semi-skilled, skilled, and unskilled. However,
only the elasticities in the professional, skilled, and
unskilled groups meet the statistical significance cri-
terion. 1In the 35-44 age class the professionals have the
lowest elasticity coefficients. They are followed by the
self-employed, skilled, unskilled, clerical, and semi-skilled
families in order of increasing income elasticity coeffici-
ents. The elasticity coefficients for the professional,
skilled, and unskilled families, however, do not meet the
statistical significance criterion.

In the 45-54 age class, the clerical and unskilled
families are the only ones demonstrating elastic total food
expenditures. The skilled families have the lowest total
food elasticity coefficients. The skilled families are
followed by the semi-skilled, self-employed, professional,
clerical, and unskilled families. All the elasticity co-

efficients meet the .05 significance level, except for
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clerical, skilled, semi-skilled, and unskilled families.

In the 55-64 age class, the ranking of occupations accord-
ing to the magnitude of the elasticity coefficients, from
lowest to highest, is as follows: professionals, clerical,
semi-skilled, self-employed, unskilled, and skilled fami-
lies. All the elasticity coefficients meet the significance
level except for the professional and semi-skilled families.
In the 65 and over age class, only the clerical families
demonstrate elastic expenditures for total food expenditures.
The skilled families have the lowest elasticity expenditures
and are followed by the unskilled, self-employed, profes-
sional, semi-skilled, and clerical families. All the elas-
ticity coefficients meet the .05 significance level except

the one for the skilled families.

Clothing elasticities

The third hypothesis states that the magnitude of
income elasticity coefficients for clothing is inversely
related to socio-economic ranks of the occupational groups
within each age class. Again in the under 25 age class,
the elasticity coefficients for the self-employed clothing
expenditures cannot be computed. The elasticity coeffici-
ents in Table 32 reveal several diverse patterns. In the
under 25 age class, the clerical and skilled groups both
demonstrate elastic expenditures. However, the other groups
have inelastic clothing expenditures. The lowest clothing

elasticity coefficient occurs in the professional group.
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In increasing elasticity magnitudes, the professionals are
followed by the unskilled, semi-skilled, clerical, and
skilled groups. Only the skilled families, however, have
elasticity coefficients which are statistically significant.

In the 25-34 age class, only the semi-skilled fami-
lies demonstrate elastic clothing expenditures. The low-
est elasticity coefficients are found in the unskilled group.
The unskilled families are followed by the self-employed,
clerical, skilled, professionals, and semi-skilled families.
Only the elasticities for the semi-skilled groups are sta-
tistically significant in the 25-34 age class. In the 35-
44 age class, the clerical and semi-skilled families both
have elastic clothing expenditures. The lowest elasticity
coefficient is in the unskilled group. The unskilled fami-
lies are followed by skilled, self-employed, professional,
clerical, and semi-skilled families, respectively. Only
the self-employed and clerical groups have elasticity co-
efficients which are statistically significant in the 35-44
age class.

In the 45-54 age classification, the clerical,
skilled families, and unskilled families demonstrate elas-
tic clothing expenditures. The lowest elasticity coeffici-
eént is found in the professiocnal category. The profession-
Als are followed by semi-skilled, self-employed, clerical,
Skilled, and unskilled families. The elasticity coeffici-

€nts are statistically significant in the self-employed,
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skilled, and unskilled families. The coefficients are elas-
tic for all the occupational categories in the 55-64 age
class, except for semi-skilled and unskilled groups. The
semi-skilled families have the lowest elasticity coeffici-
ents, and they are followed by those in the unskilled, self-
employed, professional, clerical, and skilled groups. All
the coefficients are statistically significant, except for
the semi-skilled and unskilled families,

In the 65 and over age class, the self-employed,
clerical, and semi-skilled groups have elastic clothing
expenditure coefficients. The skilled have the lowest elas-
ticity coefficient. The skilled families are followed by
those in the professional, unskilled, clerical, self-employed,
and semi-skilled families. The elasticity coefficients for
clerical, skilled, and unskilled families are not statis-

tically significant at the .05 level.

Total housing elasticities

The fourth hypothesis states that the magnitude
of elasticity coefficients for total housing expenditures
within each age class is inversely related to the socio-
economic occupational rank. The total housing elasticity
Coefficients presented in Table 33 illustrate the diversity
Of the responsiveness of expenditures to changes in income.

In the under 25 age class, the skilled and unskilled
Groups demonstrate elastic total housing expenditures.

The total housing elasticity coefficients cannot be computed
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for the self-employed group since not enough sample fami-
lies are 1in that occupational-age category. The clerical
families have the lowest elasticity coefficient. They are
followed by the semi-skilled, professionals, unskilled,

and skilled families, respectively. The elasticity coef-
ficients for the professional, clerical, semi-skilled, and
unskilled are not statistically significant at the .05 level.

In the 25-34 age classification, the unskilled fam-
ilies have the lowest total housing expenditure elasticity
coefficient. They are followed by tne self-employed, semi-
skilled, clerical, skilled, and professional families.

The elasticity coefficients are statistically significant
for all the occupations, except for the self-employed and
unskilled groups. In the 35-44 age class, the only occu-
pational group having elastic total housing expenditures

are the professional families. The other occupations ranked
according to the magnitude of income elasticities are cler-
ical, self-employed, semi-skilled, unskilled, and the pro-
fessionals. The clerical, skilled, and semi-skilled total
housing elasticity coefficients are not statistically sig-
nificant.

The elasticity coefficients in the 35-44 age class,
ranked according to occupation with the lowest to the high-
est elasticity coefficients, follow the following sequence:
clerical, self-employed, semi-skilled, skilled, unskilled,

and professionals. The professional families are the only
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occupation demonstrating elastic expenditures. In the 35-
44 age class, the elasticity coefficients for the clerical,
skilled, and semi-skilled, and semi-skilled groups do not
meet the .05 level of significance.

The professional families are the only occupational
groups demonstrating elastic total housing expenditures
in the 45-54 age class. The unskilled have the lowest in-
come elasticity and are followed by those families in the
self-employed, skilled, semi-skilled, clerical, and profes-
sional groups. The elasticity coefficients for the cler-
ical and skilled families do not meet the .05 level of sig-
nificance.

In the 55-64 age class, both the clerical and skilled
families have total housing coefficients which are elastic.
The lowest elasticity is found in the professional occupa-
tional category. The professional families are followed
by the unskilled, semi-skilled, self-employed, skilled,
and clerical groups. The coefficients for the professional,
skilled, and unskilled families are not statistically sig-
nificant at the .05 level.

In the 65 and over age classification none of the
occupations demonstrate elastic total housing expenditures.
The lowest elasticity coefficients occur in the skilled
families. They are followed by the professional, self-
employed, unskilled, semi-skilled, and clerical families.

Only the unskilled group demonstrates elasticity coefficients
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which are statistically significant at the .05 level.

Marginal Income-eExpenditure Relationships

One hypothesis was formulated to relate the rela-
tionship between a change in income and a chnange in expendli-
tures. The hypothesis states that in each family age class
the marginal propensity to consume for total expenditures
is inversely related to occupational rank. The marginal
propensity to consume coefficients in Table 34 reveal sev-
eral diverse patterns. In the under 25 age class, for ex-
ample, the lowest marginal propensity to consume for total
expenditures appears in the professional category. Follow-
ing the professional families in the magnitude of the mar-
ginal propensities to consume are the clerical, semi-skillcd,
skilled and unskilled families. As in the case of the in-
come—-expenditure elasticities, the marginal propensity to
consume for the self-employed families cannot be calculated.
The marginal propensity to consume coefficients for the
professional and clerical families are not statistically
significant at the .05 level.

In the 25-34 ayge class the self-employed families
have the lowest marginal propensity to consume for total
expenditures. They are followed by the clerical, unskilled,
semi-skilled, skilled, and professional families in the
magnitude of the marginal propensity to consume. The mar-
ginal propensity to consume coefficilents are not statistic-

ally significant at the .05 level for the self-employed,
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clerical, and unskilled groups.

The magnitude of the marginal propensity to consume
coefficients generally follow the occupational ranking scale
in the 35-44 age class. The professional families have the
lowest marginal propensity to consume of any occupation.
They are followed by self-employed, skilled, clerical, un-
skilled, and semi-skilled families. All of the marginal
propensities to consume are statistically significant, ex-
cept for the professional families.

In the 45-54 age classification, both the profes-
sional and clerical families have marginal propensities
to consume which are greater than one. However, the low-
est marginal propensity to consume is found in the self-
employed category. The self-employed families are followed
by those in the semi-skilled, skilled, unskilled, clerical
and professional occupations. All the marginal propensi-
ties to consume are statistically significant in the 45-54
age class.

The professional families have the lowest marginal
propensities to consume in the 55-64 age class. The pro-
fessional families are followed by the unskilled, self-
employed, clerical, semi-skilled, and skilled families.

All of the marginal propensities to consume are statistic-
ally significant in the 55-64 age class.

In the 65 and over age class, the marginal propensi-

ties to consume are all smaller than those in the 55-64 age
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classes. The lowest marginal propensity to consume is found
in the professional category. The professional families

are followed by those families in the unskilled, clerical,
self-employed, skilled and semi-skilled group. Only the
marginal propensities to consume for the professional and
self-employed groups are statistically significant at the

.05 level.

Summary
The purpose of Chapter IV was to present the find-

ings of the research. The findings based on the hypotheses
of Chapter I illustrated the influence of the age-occupa-
tion variables on family expenditure patterns. In present-
ing the findings several relationships were revealed between
the age-occupation variables and absolute expenditures,
relative expenditures, disposable income levels, absolute
savings levels, income-expenditure elasticities, and the mar-
ginal propensities to consume for total family expenditures.
The findings pertaining to absolute expenditures
revealed several important relationships. The data for
family total expenditures, for example, revealed that ab-
solute expenditures generally followed the occupational
ranking scale. Several variations between occupational
rank and total expenditures were noted, however, in the
under 25 age class. The relationship between occupational
rank and total food expenditures was not as clearly defined

as for total family expenditures. Only in the 45-54 age
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class did absolute food expenditures completely follow the
ranking scale. The expenditure sequence for total housing
expenditures usually followed the occupational ranking scale
although considerable expenditure variation occurred in the
under 25 age class. Further, variations in expenditures
were found between the professional and self-employed fam-
ilies in the 55-64 and 65 and over age classes. Several
variations between family clothing expenditures and occu-
pational rank were found to exist in the various occupation-
age classes. In most of the age classes, the self-employed
had higher clothing expenditures than did the professional
families. Several variations in clothing expenditures also
were noted in the under 25 age class. Several other varia-
tions also were found in tne house furnishings and equip-
ment expenditures. The most significant variations were
found in the under 25 age class, where clerical and semi-
skilled families demonstrated the highest expenditures.
In most of the other age classes, the lower ranked occupa-
tions had higher expenditures than the clerical group.
Considerable variations in automobile expenditures also
were found. In the primary age classes, high absolute
automobile expenditures were found in the skilled and semi-
skilled groups. Variations in automobile expenditures also
were found in the secondary age classes.

The findings regarding the average propensity to

consume for total family expenditures indicated that the
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proportion of income devoted to total expenditures gener-—
ally increases with the lower ranking occupations. Further,
the average propensity to consume generally decreases with
family age in the secondary age classes. Similar relation-
ships also hold for the “Ynecessity" expenditure accounts.
The average propensities to consume for total food expendi-
tures also usually increased with decreases in occupational
rank. Relative expenditures for family clothing outlays
remained relatively constant in most of the occupational-
age classes. However, with increases in family age in the
primary age classes the proportion of income devoted to
clothing generally increases. By contrast, in the second-
ary age classes the proportion of income devoted to cloth-
ing expenditures generally decreases. The findings also
revealed that the proportion of income devoted to house
furnishings and equipment expenditures generally is higher
for the lower ranking occupations. The greatest variation
in the average propensities to consume in the lower rank-
ing occupations were found in the under 25 age class.

Only in the 45-54 age class did the family dispos-
able income levels completely follow the socio-economic
ranking scale. Usually, however, the disposable income
levels did follow the socio-economic ranking scale.

The findings dealing with the absolute family sav-
ings levels also revealed considerable variations among

the occupational groups. Generally, the self-employed
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exhibited higher savings than the professional group. And,
on the average, the skilled families generally had higher
savings than the clerical families. The remaining occupa-
tional groups generally followed the socio-economic ranking
scale.

The findings on the income-expenditure elasticities
for total expenditures revealed that in most of the age
classes the lower ranking occupations have higher income-
elasticities than tne higher ranked occupations. Most of
the income-expenditure elasticities for total food expendi-
tures are inelastic. However, a definite pattern for the
relationship between socio-economic rank and the total food
elasticities was not always present in each age class.
Several elastic family clothing expenditures coefficients
were found in the 35-44, 45-54, 55-64, and 65 and over age
classes. Although a definite pattern was not clearly es-
tablished for any age class, the clerical and skilled groups
generally had higher clothing elasticities. The income-
expenditure elasticities for total housing expenditures
indicated that total housing expenditures generally were
inelastic. However, the professional, clerical, skilled,
and unskilled families had elastic expenditures.

The data on the marginal propensities to consume for
total expenditures revealed that the highest ratios generally
were found in the 35-44 and the 45-54 age classes. The
marginal propensities to consume usually decreased with

an increase in family age in the secondary age classes.



CHAPTER V

SUMMARY AND CONCLUSIONS

Introduction

The purpose of this chapter is to present the sum-
mary and conclusions of the research. The chapter is di-
vided into five sections. Section one evaluates the hypoth-
eses presented in Chapter I. The conclusions of the research
are presented in the second section. The family economic
profiles presented in the conclusions section are based
on data presented in Chapter IV. The third section com-
pares family expenditures by occupation and chronological
age to expenditures by social class, family life cycle stage,
and income class. The implications of the occupation-age
approach are presented in the fourth section. Finally, in
the fifth section the suggested areas for further research

are discussed.

Evaluation of Hypotheses

Socio-Economic Occupational Rank and
Absolute Expenditure Relationships

l. In each family age class average total dollar

expenditures are positively related to the

socio-economic rank of the occupation.

202
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From the data presented in Table 17, the hypothesis
cannot be accepted for two reasons. First, in the under
25, 25-34, 55-64, and 65 and over age classes, total family
expenditures do not completely follow the socio-economic
ranking scale. In the under 25 age class, the clerical,
skilled, semi-skilled, and unskilled occupational groups
follow the socio-economic ranking system; however, the pro-
fessional and self-employed categories do not. In the 25-
34 age class, all the occupations follow the ranking system
except the skilled and clerical categories. The profession-
als and self-employed and the clerical and skilled workers
do not follow the ranking system in the 55-64 age class.

In the 65 and over age class, however, all the occupations
follow the ranking scale except for the skilled and semi-
skilled workers.

The second reason the hypothesis must be rejected
is that the differences in expenditures among the occupa-
tions in the 35-44 and 45-54 age class are not judged to
be significantly different according to the 5 per cent
criterion.

2. In each family age class average total food

expenditures are positively related to the

socio-economic rank of the occupation.

On the basis of Table 18, the hypothesis related
to each family age class cannot be accepted. In each of

the age classes, families in the higher ranked occupational
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categories do not always demonstrate higher total food ex-
penditures. In the under 25 age class, the self-employed
spend more than the professionals, and the semi-skilled
workers spend more than the clerical workers or skilled
groups. The data in the 25-34 year age class reveal that
the self-employed spend more than the professionals and
that the skilled and semi-skilled workers spend more than
the clerical groups. The data for total food expenditures
in the 35-44 age class reveal that the skilled workers spend
slightly more than the clerical workers. However, the dif-
ference is not significant according to the 5 per cent cri-
terion.

In the 45-54 age class, expenditures for total food
do follow the socio-economic ranking scale. However, the
differences in expenditures among the various occupations
are not always significant. In the 55-64 age class, the
total food expenditures do not follow the socio-economic
ranking scale since the self-employed have higher outlays
than do the professionals. The skilled group also has higher
expenditures than the clerical group. Finally, in the 65
and over age class, semi-skilled and unskilled workers spend
more on total food expenditures than either the clerical
or skilled occupational groups.

3. In each family age class average total housing

expenditures are positively related to the

socio—-economic rank of the occupation.
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On the basis of the data presented in Table 19,
the hypothesis cannot be accepted. In only two family age
classes do total housing expenditures correspond to the
occupational ranking scale. The 25-34 and the 45-54 age
classes correspond to the occupational ranking scale; how-
ever, in none of the age classes does a significant differ-
ence 1n expenditures exist.

4. In each family age class family clothing

expenditures are positively related to the

occupational socio-economic rank.

The data presented in Table 20 indicate that none
of the expenditure data in the age classes completely fol-
low the occupational ranking scale. In each age class,
except the 65 and over group, the self-employed spend more
than professionals for clothing. In the skilled, semi-
skilled, and unskilled groups, clothing expenditures cor-
respond to the occupational rank; however, the sequence
of expenditures for the under 25 and 35-44 age classes can-
not be judged to be significantly different. The absolute
clothing expenditure hypothesis for each family age class
cannot be accepted.

5. Family expenditures for house furnishing and

equipment reach maximum levels in the primary

age classes for each occupational category.

The data in Table 21 indicate that all the profes-

sionals, clerical, skilled, semi-skilled, and unskilled
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categories reach maximum house furnishings and equipment
expenditures in the primary age classes. Therefore, the
hypothesis is accepted for these occupational categories.
The self-employed category does not reach maximum expendi-
tures for house furnishings and equipment expenditures un-
til the 55-64 age class. The hypothesis cannot be accepted
for the self-employed group.

6. Family expenditures for house furnishings and

equipment do not follow the socio-economic

occupational ranking scale in any age class.

The data in Table 21 reveal that several irregulari-
ties in expenditure patterns occur in the various age classes.
In the under 25 age class, for example, the unskilled fami-
lies demonstrate the highest expenditures of any occupation.
And in the 25-34 age class, the professionals are followed
in maximum expenditures by the skilled families. Expendi-
tures for house furnishings and equipment in the 35-44 age
class also do not follow the ranking scale. In this age
class, the unskilled, semi-skilled, and skilled workers
spend more on house furnishings and equipment than those
in the clerical category. In the 45-54 age class, skilled
and semi-skilled workers expend more on house furnishings
than the clerical workers. Irregularities in expenditure
patterns are also noted in the 55-64 and 65 and over age
classes. Therefore, the hypothesis is validated for each

age class.
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7. Family automobile expenditures do not corres-

pond to the socio-economic ranking scale in

any age class.

The hypothesis 1is accepted on the basis of the data
in Table 22. 1In each age class, a lower ranking occupational
category demonstrates higher expenditures than a higher
ranking occupation. As indicated by the data in the under
25 age class, skilled workers have the highest absolute
expenditures. Further, in the 25-34 and 35-44 age classes,
the skilled workers rank second in average automobile ex-
penditures. Similarly, the semi-skilled group spends ab-
solutely more on automobile expenditures than either the
self-employed or clerical in all the primary age classes.

In the secondary age classes, other “irregularities"
in expenditures are noted. The skilled group expends more
than the self-employed in all the secondary age classes.

8. Maximum automobile expenditures for each of

the manual occupational categories are con-

centrated in the primary age classes while

maximum automobile expenditures for each of

the non-manual occupational categories are

concentrated in the secondary age classes.

The data on the manual occupational categories pre-
sented in Table 22 reveal that only the semi-skilled work-
ers reach maximum automobile expenditures in the primary

age classes. Therefore, the hypothesis is valid for the
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semi-skilled occupational group. However, the skilled and
unskilled occupational groups reach maximum automobile ex-
penditures in the secondary age classes. As a result, the
hypothesis for the skilled and unskilled groups cannot be
accepted.

The automobile expenditure data presented in Table
22 reveal that the professional and clerical groups reach
maximum automobile expenditures in the secondary age classes.
As a result, the hypothesis relating the non-manual expen-
ditures for automobiles is accepted for the professional
and clerical groups. But the hypothesis cannot be accepted
for the self-employed category since maximum automobile
expenditures are reached in the primary age classes.

Socio-Economic Occupational Rank and
Relative Income-Expenditure Relationships

l. In each family age class the average propen-—

sity to consume for total family expenditures

is inversely related to occupational socio-

economic rank.

The above hypothesis states that the higher the
occupational rank, the lower the average propensity to con-
sume for total family expenditures. The percentage of dis-
posable income expended for total expenditures is presented
in Table 23. On the basis of the data for the average pro-
pensities to consume, the hypothesis cannot be accepted

for any of the family age classes. Generally, the average
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propensity to consume increases as the occupational rank
decreases; however, there are several significant varia-
tions. In the under 25 age class, for example, the self-
employed have the highest average propensity to consume.
But in the 25-34 age class the self-employed have the low-
est average propensity to consume. Irregularities are also
noted in the 35-44 age class where the self-employed have

a higher average propensity to consume than the professional
group. Further, the skilled group demonstrates a lower
average propensity to consume than the clerical or self-
employed group. In the 45-54 age class, the self-employed
have the lowest average propensity to consume. Further,
the clerical group has the highest average propensity to
consume of any age class. Similar irregularities are noted
in the 55-64 age class. In the 65 and over age class, the
self-employed group has the lowest average propensity to
consume.

2. In each family age class the average propen-

sity to consume for the total of expenditure

accounts classified as "necessities,™ is

inversely related to occupational socio-

economic ranking.

On the basis of the data in Table 24, the hypoth-
esis cannot be validated. Although the average propensity
to consume for necessities more closely corresponds to the

socio-economic ranking scale in each age class than do total
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expenditures, there are still considerable variations among
the occupational categories. Such variations are specific-
ally noted in the primary age classes. The self-employed,
for example, have a higher average propensity to consume
than any of the other occupational groups in the under 25
age class. And following a similar relationship as for
total expenditures, the self-employed have the lowest aver-
age propensity to consume. Also, it 1s significant to note
that the skilled and semi-skilled families have lower aver-
age propensities to consume than do either the skilled or
self-employed families in the 35-44 age class. In the sec-
ondary age classes, the average propensity to consume for
necessities does not follow the occupational ranking scale
in any of the age classes.

3. In each successive occupational age class the

proportion of income devoted to total food

expenditures increases in the primary age

classes and decreases in the secondary age

classes.
On the basis of the data presented in Table 25,
the hypothesis is not accepted for the occupational cate-
gories in the primary age classes. The proportion of dis-
posable income devoted to total food generally remains con-
stant in the age classes of each occupation. In none of
the successive age classes does the proportion of income

devoted to total food expenditures continually increase.
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In the secondary age classes, only the clerical
and skilled workers exhibit a decreasing average propensity
to consume. Therefore, the hypothesis can be accepted for
clerical and skilled occupational categories. The other
occupations generally experience gradually declining aver-
age propensities to consume in the secondary age classes.

4. In each family age class of all occupations

the average propensity to consume for total

food expenditures is inversely related to the

socio—-economic rank of the occupation.

On the basis of Table 25, the hypothesis cannot
be accepted. Although a general pattern emerges within
the various occupational categories, that is, the lower
ranking occupations having higher average propensities to
consume than some of the higher ranking occupations. Never-
theless, no strict inversed pattern is maintained through-
out all the occupational groups in any age classo.

5. In each successive occupational age class the

proportion of income devoted to clothing ex-

penditures increases in the primary age classes

and decreases with family age in the secondary

age classes.

On the examination of the data in Table 26, the
hypothesis cannot be accepted for all of the occupational
groups in the primary age classes. The hypothesis can be

accepted for the professional, semi-skilled, and unskilled
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occupational groups since the average propensity to consume
increases in each successive age class. The self-employed
decrease, then increase the proportion of income devoted

to clothing expenditures in the primary age classes. The
clerical group, by contrast, maintains the same ratio in
the under 25 and 25-34 age classes, then increases the pro-
portion of income. And the skilled workers initially in-
crease, then maintain the same income-expenditure ratio

in the 25-34 and 35-44 age classes.

The hypothesis can be accepted for the professional,
self-employed, clerical, skilled, and unskilled groups since
the average propensity to consume for clothing expenditures
decreases with each successive age class. Successive de-
creases in the averagye propensity to consume are not found
in the secondary age classes for self-employed workers.

6. In each family age class of all occupations

the proportion of income devoted to house

furnishings and equipment is inversely related

to socio-economic occupational rank.

The above hypothesis cannot be accepted for any
of the occupational age classes. The data presented in
Table 27 reveal that the average propensity to consume for
house furnishings and equipment generally increases in the
lower ranked occupations especially in the under 25 age
class. The average propensity to consume also generally

increases in the 35-44 age class.
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In the secondary age classes, the average propensi-
ties to consume for each occupation are similar in the 45-
54 and 55-64 age classes. In the 65 year and over age class,
the semi-skilled have the highest average propensity to
consume.

Occupational Rank and Family Disposable
Income Concentration

1. Disposable income levels for all non-manual

occupational families reach maximum levels in

the secondary age classes.

The above hypothesis is accepted on the basis of
the data presented in Table 28 where higher disposable in-
comes are found in the secondary age classes for all the
non-manual occupational categories. The clerical families
reach maximum disposable income levels in the 45-54 age
class. By contrast, the self-employed and professional
families reach highest disposable income levels in the 55-
64 and over age classes, respectively.

2. Disposable income levels for all manual work-

ing families reach maximum levels in the

primary family age classes.

The above hypothesis cannot be accepted on the
basis of the data in Table 28. 1In fact, all the manual
occupational groups exhibit higher disposable income levels
in the secondary age classes. The skilled and unskilled

families reach their highest disposable income levels in
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the 45-54 age class. The semi-skilled families, however,

do not reach maximum income levels until the 55-64 age class.

Absolute Savings Levels
and Family Age Class

l. In each family age class of the non-manual

occupational categories family savings levels

do not follow the socio—economic ranking scale.

On the basis of the data presented in Table 29,
the hypothesis is accepted for all the occupational-age
classes except the under 25 age class. In the 25-34, 45-
54, 55-64, and 65 and over age classes, the self-employed
families have higher savings than those in any of the other
occupational categories. Another significant discrepancy
in the occupational ranking scale and the family saving
patterns occurred between the skilled and clerical families.
Illustratively, the skilled families have higher total sav-
ings in the 35-44, 45-54, and 55-64 age classes.

2. In each family age class of the manual occu-

pational categories family saving levels

follow the socio-economic ranking scale.

On the basis of the data presented in Table 29,
the hypothesis can be accepted for the under 25, 25-34,
35-44, and 45-54 age class. The hypothesis cannot be ac-
cepted for the 55-64 and 65 and over age class. In the
55-64 age class, unskilled workers demonstrate higher sav-

ing levels than do the semi-skilled workers. And in the
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65 and over age class, the semi-skilled group has higher

savings levels than does the skilled occupational group.

Socio-Economic Occupational Rank and
Income-Expenditure Elasticities

1. The magnitude of income elasticity coefficients

for total expenditures within each age class

is inversely related to the socio-economic

occupational rank of the occupations.

From the data presented in Table 30, the hypothesis
cannot be accepted for any of the occupational-age classes.
Income elasticities are not completely inversely related
to the occupational ranking system in any age class. How-
ever, in most of the age classes the lower ranking occupa-
tions do have higher income elasticities than the higher
ranked occupations. Illustratively, in the under 25 age
class, the elasticity coefficients are inversely related
to occupational rank for the professional, clerical, and
skilled families. In the 25-34 age class, elasticities
again increase from the self-employed to the skilled group.
Except for the unskilled group, the income elasticities
are inversely related to occupational rank in the 35-44
age class. However, no uniform pattern for the elasticity
coefficients appears in the 45-54 age class. In the 55-64
age class, the elasticities are generally lower for the
higher ranked occupations but no clear pattern emerges.

Finally, in the 65 and over age class, the elasticity
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coefficients generally increase with the lower ranked oc-
cupations. Except for the professional and unskilled groups
the expenditures follow the ranking scale. Therefore, the
hypothesis cannot be accepted.

2. The magnitude of income elasticity coefficients

for total food expenditures within each age

class is inversely related to the socio—-economic

occupational rank of the occupations.

On the basis of Table 31, the hypothesis related
to each occupational-age class cannot pe accepted. In each
of the age classes, families in the higher ranked occupa-
tional categories do not consistently demonstrate lower
income-expenditure elasticities for total food. In the
under 25 age class, the food elasticities increase with
decreases in occupational rank except for the semi-skilled
and unskilled families. No general pattern emerges for
the families in the 25-34 age class. However, in the 35-
44 age class the total food elasticities increase with de-
creases in occupational rank between the professional and
clerical groups. For the skilled, semi-skilled, and un-
skilled families the total food elasticities decrease, in-
crease, and decrease again. In the 45-54 age class, the
food elasticities increase between the families in the self-
employed and clerical categories. The food elasticities
also increase between skilled and unskilled group. The

total food elasticities in the 55-64 and 65 and over age
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class do not reveal any identifiaple pattern. The hypoth-
esis cannot be accepted for any of the family age classes.

3. The magnitude of income elasticity coefficients

for clothing within each age class is inversely

related to the socilo-economic occupational rank

of the occupations.

The data presented in Table 32 indicate that none
of the elasticity coefficients for clothing expenditures
in the age classes completely follow the occupational rank-
ing scale. However, the elasticity coefficients for cloth-
ing expenditures follow the sequence of the occupational
ranking scale more closely than for total family expendi-
tures and total food expenditures. The clothing elasticity
coefficients in the under 25 age class increase with de-
creases in occupational rank between the professional and
skilled groups. This pattern, however, is not maintained
in the semi-skilled and unskilled occupational groups. In
the 25-34 age class the elasticity pattern also is maintained
between the self-employed and semi-skilled groups. No iden-
tifiable elasticity pattern is found in the 35-44 age class.
The sequence of elasticity coefficients in the 45-54 age
class is maintained except for the families in the semi-
skilled category. In the 55-64 age class, the elasticity
coefficients increase between the self-employed and skilled
groups. However, the sequence is not maintained for the

professional, semi-skilled, and unskilled groups. In the
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65 and over age class the clothing elasticities generally
increase between the professional and semi-skilled groups
except for the divergence of elasticities in the self-em-
ployed and skilled group.

Although the general sequence of clothing elastici-
ties is partially maintained in each age class, the hypoth-
esis cannot be completely accepted for any of the age classes.

4. The magnitude of income elasticity coefficients

for total housing expenditures within each age

class is inversely related to the socio-economic

occupational rank of the occupations.

The data in Table 33 reveal that several irregulari-
ties in the elasticity patterns occur in the various age
classes. In the under 25 age class, the clerical families
demonstrate the lowest elasticity coefficients for total
housing expenditures. For the remaining occupational cate-
gories in the under 25 age class no identifiable elasticity
pattern emerges. In the 25-34 age class the highest elas-
ticity coefficients generally appear in the clerical, skilled,
and semi-skilled groups. The elasticity ceoefficients for
total housing expenditures decrease between the professional
and clerical categories. The unskilled group, however,
demonstrate the second highest elasticity coefficients.

The professionals in the 45-54 age class have the highest
elasticity coefficients. In this age class, no identifiable

pattern emerges. The elasticity coefficients increase with
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decreases in occupational rank in the 55-64 age class be-
tween the professional and clerical groups. By contrast,
the elasticity coefficients decrease with the lower rank-
ing categories. Finally, in the 65 and over age class,

the elasticity coefficients increase with decreases in oc-
cupational rank between the professional and clerical cate-
gories. However, the remaining occupations do not reveal
any specific elasticity patterns. In summary, the hypoth-

esis cannot be accepted for any occupational-age class.

Marginal Income-Expenditure Relationships

l. In each family age class, the marginal propen-

sity to consume for total expenditures is

inversely related to the socio-—-economic occu-

pational rank of the occupations.

On the basis of the data in Table 34, the hypoth-
esis related to each family age class cannot be accepted.
However, in the under 25 age class the marginal propensity
to consume coefficients increase with decreases in occupa-
tional rank for all the occupations except the semi-skilled.
However, in the 25-34 age classification no identifiable
pattern for the marginal propensities to consume emerges.

A general pattern does emerge in the 35-44 age class except
for the skilled and unskilled groups. In the 45-54 age
class the highest marginal propensity to consume coeffici-

ent is found in the professional category. The self-employed,
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by contrast, have the lowest marginal propensity to consume
for total expenditures. In the 55-64 age class, a general
pattern emerges between the professional and skilled occu-
pational categories. However, this pattern is not main-
tained for the semi-skilled and unskilled groups. Finally,
in the 65 and over age class a general pattern of increas-
ing elasticities emerges between the professional and semi-
skilled groups. The unskilled families have the second

lowest marginal propensity to consume.

Conclusions

The conclusions are divided into two sections.
The first section summarizes the findings presented in
Chapter IV. The second section presents and interprets
the family economic profiles for the various occupations.

The hypotheses set forth to guide the research
were formulated on the basis of occupational socio-eco-
nomic rank. Two primary correlates of the socio-economic
ranking scale are income and education. It appeared both
reasonable and logical that generally the higher ranking
occupations would spend absolutely more on most of the
broad categories of goods and services. By contrast, it
was expected that the higher ranking occupations would
spend proportionately less of their incomes on the same
goods and services. In many cases, the above relationship

holds for the occupations. But when the broad occupational



221

categories are disaggregated into chronological age classes,
considerable variations are noted in both absolute and rela-
tive expenditure patterns. In other words, what holds for
the aggregated occupational category (where all the age
classes are combined) does not necessarily hold for the
disaggregated family economic life stages. The summary

of the findings reveals that each age class of an occupa-
tion exhibits unique income, expenditure, and savings pat-
terns. The summary of the findings reveals the following

relationships.

Summary of findings

1. Family total expenditures do not follow the
socio-economic ranking in every age class. In the 35-44
and 45-54 age classes, however, total expenditures do fol-
low the ranking scale. However, in these age classes the
differences in total expenditures cannot always be judged
to be significantly different.

2. The correspondence between occupational socio-
economic rank and total food expenditures holds only for
the 45-54 age class; however, the differences in expendi-
tures in that age class cannot be judged to be significantly
different.

3. The correspondence between occupational socio-
economic rank and total housing expenditures holds complete-

ly only for the 25-34 and 45-54 age classes. Nevertheless,
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the absolute differences according to the significance cri-
terion cannot be judged to be valid.

4., The relationship between family clothing expen-
ditures and occupational socio-economic rank does not hold
completely in any age class. Considerable variations occur
in both the non-manual and manual occupational categories.

5. The relationship between house furnishings and
equipment expenditures and family maximum outlays indicates
that all the occupations have the highest expenditures in
the primary age classes except for the self-employed group
which reaches maximum expenditures in the secondary age
classes. It was also revealed that house furnishings and
equipment expenditures do not follow the socio-economic
ranking scale in any age class.

6. The data related that automobile expenditures
do not follow the socio-economic ranking scale. In every
age class, a lower ranking occupational category expended
absolutely more toward the purchase of automobiles. In
the primary age classes, the skilled and unskilled workers
expended more on automobiles than either the clerical or
self-employed category. In the secondary age classes, the
skilled group had higher outlays than did the self-employed.
The data also reveal that in each age class in the second-
ary life stages, clerical workers spend more than do the
self-employed families.

It was also found that maximum automobile outlays
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for automobile expenditures in all occupations were gener-

ally found in the secondary age classes. The semi-skilled

and self-employed reach maximum expenditures in the primary
age classes.

7. The average propensity to consume for total
family expenditures does not correspond to the socio-eco-
nomic ranking scale in any of the family age classes. The
lower average propensity to consume for the self-employed
and skilled workers in the 35-44, 45-54, 55-64, and 65 and
over age classes especially upsets the ranking scale. The
data for the average propensity to consume (all age classes
compbined) reveal that the self-employed have the lowest
income-expenditure ratio. It is also noted that the skilled
workers have a lower average propensity to consume than do
the clerical families. The data also reveal that for all
the occupations, the average propensity to consume for total
expenditures decreases from the average of the primary age
classes to the average of the secondary age classes.

8. The average propensities to consume for the
total of expenditure accounts classified as necessities
does not correspond to the socio-economic ranking scale.
Significant exceptions to the 'necessity" income-expendi-
ture ratios are noted between the skilled and clerical
categories in the 35-44, 45-54, 55-64, and 65 and over
age classes. In each of these age classes, the skilled

workers have lower average propensities to consume than
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do the clerical workers.

9. Generally the average propensity to consume
for total food increases with each successive age class
in the primary age classes. And the average propensity
to consume generally decreases with each successive age
class in the secondary age classes. Exceptions to this
pattern are noted for the self-employed, semi-skilled, and
unskilled in the primary age classes. In the secondary
age classes, exceptions are noted in self-employed, semi-
skilled, and unskilled groups.

10. Although the average propensity to consume
for food generally increases in the lower ranked occupa-
tions in both the primary and secondary age classes, there
are several exceptions in many of the occupational-age
classes.

11. The proportion of income for clothing expendi-
tures increases in the primary age classes for all the oc-
cupations except the self-employed, which decreases, then
increases, the proportion of income devoted to clothing.

In the secondary age classes, the average propensity to
consume for clothing generally declines in all age classes.

12. The proportion of income devoted to house fur-
nishings and equipment slightly increases with the lower
ranking occupations. However, the proportion of income
devoted to house furnishings varies only slightly among

most of the age classes.
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13. Disposable income levels reach maximum levels
for the professionals, self-employed, and clerical in the
secondary age classes. However, disposable income levels
for the skilled, semi-skilled, and unskilled workers reach
maximum levels in the secondary rather than the primary
age classes.

l4. Family savings levels for the professional,
self-employed, and clerical workers generally do not fol-
low the socio-economic ranking scale. Only in the under
25 age class does the relationship between socio-economic
rank and family saving levels hold. In the remaining age
classes the self-employed have the highest saving levels.

15. In all but the 55-64 age class, the saving
levels for the skilled, semi-skilled, and unskilled fami-
lies follow the occupational ranking scale.

16. The income-total expenditure elasticities do
not follow the socio-economic ranking scale completely in
any family age class. However, in many of the age classes
the elasticity coefficients increase with decreases in oc-
cupational rank.

17. There appears to be little relation between
occupational rank and the income elasticities for total
food expenditures. In the under 25 age class for profes-
sionals, the elasticity coefficients indicate that total
food expenditures are an inferior good.

18. The elasticity coefficients for family clothing
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expenditures become more elastic, then less elastic, with
decreases in occupational rank. The highest elasticity
coefficients generally were found for the clerical and
skilled families.

19. The elasticity coefficients for total housing
expenditures indicate that for the professional families
housing expenditures are sensitive to changes in income
in the 25-34, 35-44, and 45-54 age classes. Housing ex-
penditures by the self-employed families are generally in-
come inelastic. The clerical families have elastic expen-
ditures for total housing expenditures in the 55-64 age
class. By contrast, the skilled workers experience elas-
tic total housing expenditures in the under 25, 25-34, and
55-64 age class. The semi-skilled families do not experi-
ence elastic total housing expenditures in any age class.
The unskilled families, however, do have elastic expendi-
tures in the under 25 age class.

20. The highest marginal propensities to consume
for total expenditures generally are found in primary age
classes for each occupational group. Furtherh the highest
marginal propensities to consume generally are found in
clerical, skilled, and semi-skilled groups.

In the following section several possible determin-
ants of occupational expenditure patterns are discussed.
By examining some of the influences on expenditure patterns

a basis for interpreting the findings and the economic
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profiles can be provided. The interpretation also may aid
in revealing some of the most significant variables respon-
sible for the unique expenditure patterns found in the dif-
ferent occupational groups.

Interpretation and Analvsis of Selected
Occupational Economic Profiles

Probable Determinants of Occupational
Expenditure-Saving Patterns

In the following sections interpretive analyses
of each occupation's economic profiles are presented. In-
cluded in the analyses will be a comparison of specific
expenditures by each occupation; a comparison of occupa-
tional saving profiles; and an analysis of each occupation's
disposable income and specific expenditures. Several ex-
planations, hypotheses, and conjectures can be given for
the differences in the economic profiles of each occupa-
tion. Possible reasons for differences in the economic
profiles are explained below under the following categories:

l. Income expectations by various occupational

groups.

2. Differences in perception of income security.

3. Differences in family formation.

4. Occupational social and status requirements.

5. Differences in perception of savings and wealth.

Income expectations by various occupational groups.

Most families, regardless of their occupational group,
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usually have some perception of what their lifetime earn-
ings will be. The perception may be based on other fami-
lies' earnings in that occupation, historical and projected
trends, or some other prediction base. Illustratively, pro-
fessional and self-employed families usually expect rela-
tively high lifetime income paths. But, the clerical,
skilled, semi-skilled, and unskilled groups expect a more
uniform lifetime income path. That is, the lower ranked
occupations can identify various constraints on their in-

come patterns.

Differences in perception of income security. In

addition to the occupations having some expectations of
their income patterns, families in different occupational
group also have ideas regarding the security of their in-
comes. In many cases, professionals perceive that their
incomes are relatively secure. Security of the profession-
al's income takes two forms: (1) the availability of al-
ternative employment opportunities, and (2) the income re-
wards as reflected in the alternative opportunities offered
by their careers. Regarding the latter point, the profes-
sional usually has more opportunities to "“control" earnings
than some of the lower ranked occupations. The self-em-
ployed probably perceives the security of his income much
differently than the other occupational groups. The self-
employed may perceive his income path as being less secure

than other occupations regardless whether he has higher or
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lower income levels than other families. His earnings usu-
ally are directly related to various environmental condi-
tions and constraints as well as his own initiative. Fur-
ther, the self-employed frequently experiences erratic in-
come patterns; however, the expenditure patterns usually
remain relatively stable. The stability of the self-em-
ployed's expenditures may be explained by the Permanent
Income Hypothesis. That is, families spend their incomes
on the basis of their perception of what their permanent
income will be. The clerical and skilled workers likely
view their incomes as being relatively secure. In the case
of the clerical and skilled workers, employment, union,

and other factors influence the perception of income secur-
ity, such as guaranteed annual wages, contractual arrange-
ments, and possibly minimum wage laws. The semi-skilled
anG unskilled workers are likely to view their income paths
as being less secure than other families in other occupa-

tional groups.

Differences in family formation. Another variable

affecting the economic profiles of the different occupa-
tional families are the differences in family formations.
The professionals, for example, generally start their fam-
ilies later than families in other occupations. The family
formation can be delayed by attaining the educational re-
quirements and training necessary to enter a specific pro-

fession. By contrast, the lower ranked families normally
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marry at a younger age. Consequently, for the lower rank-
ing occupations, the family formation period begins at a

younger family life stage.

Occupational social and status reguirements of the

occupation. Expenditure patterns also are influenced by

the pressures on the family for status. In the status case,
certain expenditures frequently are perceived as giving

the family status (automobiles, household appliances,
clothing, housing, and house furnishings). Professional
families may also believe that there are certain status
requirements for their occupational level. The status re-

quirements usually are in the form of durable goods.

Perception of savings and wealth. Each occupational

group's perception of savings and wealth also affects the
expenditure patterns of the family. For some occupational
groups savings are perceived as being a '"buffer" between
income and consumption. The "buffer concept" appears to
hold for the lower ranked occupations and the younger fam-
ilies in most occupational categories. Savings may also
be perceived as being the basis for further additions to
income. The latter case would normally be true in the case
of investments and real property.
Generally, the family age variable also affects

the saving patterns of the family. In the higher ranked

occupations, such as the professionals, the young family
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may not place as much emphasis on savings as some of the
lower ranking occupations since they expect higher future
earnings. In the middle family age classes, there may also
be a decrease in family savings due to other commitments,
such as college education for the children or a new home.
Finally, family savings may increase in the older age clas-
ses as the family plans and prepares for retirement.

Mention should also be made regarding the percep-
tion of savings by the self-employed families. Usually
in an examination of the saving profiles of self-employed
families several erratic patterns exist. For example, if
successful in business, the self-employed's financial status
can change from an "“entrepreneurial" base to an "“investment-
entrepreneurial" base. The self-employed family, for ex-
ample, in the younger age classes may derive the majority
of his earnings in the form of income. However, as the
self-employed continues to develop the business he not only
draws income from the business, but he may also be invest-
ing some of the income into his enterprise. The investing
of income into the business can change the "entrepreneurial
base" into the "investment-entrepreneurial" base. And as
the self-employed family progresses over the life cycle
income may increase as well as the self-employed's invest-
ment in the enterprise.

In examining the economic profiles of each occupa-

tional group in the following section, several relationships
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are explored. First, the disposable income and selected
expenditure relationships of each occupation will be com-
pared. In the comparison, the relationship between the
disposable income levels in each age class and total fam-
ily expenditures, total food expenditures, automobile ex-
penditures, and total housing expenditures willl be analyzed.
Second, the family savings profiles for the manual and non-
manual occupation categories will be presented. Following
the presentation of the family saving patterns, a graphical
comparison relating each occupation's expenditures for spe-
cific expenditure accounts classified by age class will be
presented.

Interpretive Analysis of Selected

Income-Expenditure Profiles

Disposable income profiles. In Figure 7, the fam-

i1ly disposable income profiles for the various occupational
categories present several diverse patterns. The most di-
verse profiles appear in the professional and self-employed
categories. The professional profile shows a steady in-
crease in disposable income until the 45-54 age class.
Disposable income levels decline in the 55-64 age class
and again increase in the 65 and over age class.

From the disposable profiles it appears that the
aggregated group of professionals in the under 25 age class
do not discount the present value of their incomes for two

reasons: first, families discounting present income for
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potentially higher incomes must make less income than could
normally be expected. In other words, in discounting pres-
ent income, the household head presently is foregoing alter-
natively higher incomes for future earning capacities.

The aggregate data does not confirm this since the average
incomes in the other occupational categories are substan-
tially lower than in the professional category in the under
25 age classes. However, it is reasonable to assume that
families in specific professional groups do discount their
present incomes. Second, the data indicate that on the
average, professionals do not dissave. The apparent de-
crease in incomes from the 55-64 age class for professionals
may be explained in part by households retiring. Probably
the increase in incomes from the 55-64 to the 65 and over
age class is the result of highly "skilled" professionals
who continue in the labor market. This may be the result

of personal or financial incentives. As a result, the aver-
age income figures are higher than for the 55-64 age class.
It should also be noted that all the other occupational
groups experience declines in incomes from the 55-64 to

the 65 and over age class.

The self-employed families experience sharp increases
in disposable income between the under 25 and 25-34 age
class. However, their income decreases between the 25-34
and 35-44 age class. Income increases steadily until the

65 and over age class where a decline in income occurs.
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The other occupational groups, clerical, skilled,
semi-skilled, and unskilled, generally exhibit parabolic
income profiles. All of these occupations reach maximum
expenditures in the 45-54 age class. Further, the range
of disposable income does not vary as much as in the self-

employed and professional categories.

Total family expenditure profiles. As noted in

Figure 8, family total expenditures generally follow the
socio-economic rank of the occupational category. All the
occupations reach maximum total expenditures in the 45-54
age class, except for the semi-skilled families. The semi-
skilled reach maximum expenditures in the 35-44 age class.
In the under 25 age class, the professionals have lower
total expenditures than the self-employed or clerical groups.
The lower total expenditures for the professionals in the
under 25 age class can be explained in fact by the profes-
sionals' preparation for their respective careers, such

as law school, medical school, and graduate school.

The profiles also reveal that the self-employed
decrease expenditures sharply between the 55-64 and 65 and
over age classes. The decrease in total expenditures may
be the result of a working capital problem in the business
endeavors of the self-employed group. In other words, fam-
ily income may be employed in maintaining the enterprise
of the self-employed group. The professionals, by contrast,

increase total expenditures slightly between the 55-64 and
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65 and over age classes. However, it is noted that the

disposable income of professionals also increases.

Total food expenditure profiles. The profiles for

total family food expenditures in Figure 9 reveal several
diverse patterns. In the under 25 age class, the self-
employed have the highest expenditures and are followed
by the semi-skilled, professional, and clerical groups.
In the 25-34 age class, the self-employed group again have
the highest expenditures. The self-employed are followed
by the professionals and skilled occupational category.
The expenditure patterns follow the socio-economic ranking
scale in the 35-44 age class, except for the skilled cate-
gory which has higher expenditures than the clerical group.
In the 45-54 age class, expenditures follow the ranking
scale. Two diverse patterns are noted in the 55-64 age
class: the self-employed spend more than the professionals
and the skilled group spends more than the clerical group.
In the 65 and over age class, the semi-skilled and unskilled
families spend more than the clerical or skilled group.

Some of the variation in total food expenditures
can be interpreted by examining selected occupational socio-
economic characteristics. In the under 25 and 25-34 age
classes, the self-employed families have larger families
than the professionals. Further, the self-employed fami-
lies have a higher average number of children under 18 years

of age than do the professional group. The skilled families
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also have larger families in the 35-44 age class than the
clerical category. In the 55-64 age class, the self-em-
ployed have larger family sizes than do the professionals.
For the most part, it appears that expenditures for food
are more dependent on family size and the number of child-
ren under 18 than on income.
The effect of the decreasing family size in the

secondary age classes 1s especially noted in the clerical,

skilled, semi-skilled, and unskilled groups.

Housing expenditure profiles. The profiles for

total housing expenditures in Figure 10 reveal that the
professional group increases total housing expenditures
between the under 25 and 25-34 age classes. However, in
the remaining age classes, expenditures are relatively con-
stant. The self-employed group increases expenditures be-
tween the under 25 and 25-34 age classes and decreases ex-
penditures between the 25-34 and 35-44 age classes. In
the remaining age classes, total housing expenditures re-
main relatively constant. The clerical expenditures for
housing remain relatively constant until the 65 and over
age class, then they decrease. Housing expenditures for
the skilled group increase between the under 25 and 25-34
age class, then gradually decrease in the remaining life
cycle stages. The semi-skilled, by contrast, increase,
then decrease expenditures in the family age classes. The

unskilled decrease, increase, then decrease housing
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expenditures. For the most part, it appears that once the
initial housing expenses have been made, the clerical,
skilled, semi-skilled, and unskilled groups maintain a

stable level for total housing expenditures.

Clothing expenditure profiles. As noted in Figure

11, the total clothing expenditures for all occupations,
except the semi-skilled workers, reach maximum levels in

the 45-54 age class. The semi-skilled workers reach max-
imum expenditures in the 35-44 age class. Interesting vari-
ations in the clothing profiles occur between the self-em-
ployed and professional categories. The self-employed have
higher expenditures in every age class except in the 65

and over age class. The other occupations generally fol-
low the socio-economic ranking scale.

Part of the variation in clothing expenditures be-
tween the self-employed and professionals can be explained
by differences in family size. 1In every age class, except
the 65 and over class, the self-employed have larger fam-
ilies. In the 65 and over age class average family size
is the same for both the self-employed and professionals.
Similarly, the self-employed families have more children
under 18 in each age class. Therefore, it appears that
average family clothing expenditures are fundamentally de-
pendent upon family size, the number of children under 18,

and the clothing requirements of each occupational group.
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House furnishings and equipment expenditure profiles.

The expenditure profiles for house furnishings and equip-
ment in Figure 12 reveal considerable variation among the
occupational groups. Generally, higher expenditures are
found in the lower ranking occupations. In the under 25
age class, the clerical and unskilled workers spend the
most. Furthermore, families in the lower ranking occupa-
tions usually spend a higher proportion of their incomes
on house furnishings and equipment in the primary age clas-
ses. The professionals initially increase their expendi-
tures, decrease, increase, then gradually decrease expen-
ditures. The self-employed group reaches maximum expendi-
tures in the 55-64 age class. The skilled and clerical
groups again maintain high expenditure levels in the 55-
64 age class. All the occupations decrease expenditures
in the 65 and over age class.

In part, the variations in house furnishings and
equipment expenditures can be explained by the hypothesis
that the lower ranking occupations generally involve house
furnishings and equipment to a greater extent than other
expenditures. As has been pointed out in prior research,
house furnishings and equipment are perceived as indicators

of status and mobility.

Automobile expenditure profiles. In many of the

age classes in Figure 13, families in the lower ranking

occupations spend absolutely and relatively more on
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automobiles than those in the higher ranking occupational
categories. The professional, clerical, skilled, and un-
skilled groups reach maximum expenditure levels in the 45-
54 age class. The self-employed reach maximum expenditures
in the 25-34 age class. And the semi-skilled workers reach
maximum expenditures in the 35-44 age class. Further, fam-
ilies in all the occupations except the professionals de-
crease automobile expenditures after the 45-54 age class.
The professionals, by contrast, decrease, then increase
automobile expenditures. The high relative and absolute
expenditures for the lower ranking families also can be

explained in terms of symbols of status and mobilitye.

Summary of Income--Expenditure Profiles

In summary, the most diverse disposable income pat-
terns are found in the professional and self-employed oc-
cupational categories. The erratic income patterns were
explained, in part, by the training required to enter the
professional category. Further, the possible workihg cap-
ital problems are faced by families in the self-employed
occupations in the older age classes. Families in the other
occupations tended to exhibit parabolic disposable income
patterns. Regarding the total expenditure profiles, fami-
lies in most of the occupations reached maximum expenditures
in the 45-54 age class. Generally, a decline in total ex-
penditures was noted in the 55-64 and 65 and over age class.

Variations in family total food expenditures were explained
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by differences in the family size of the occupational cate-
gories. In effect, for most of the occupational groups,

it appeared that family size was a more important determin-
ant of food expenditures than was income. Total housing
expenditures appeared relatively stable in the 25-34, 35-
44, 45-54, and 55-64 age classes for all the occupations.
Family expenditures for clothing appear to be similarly
influenced by the expenditures for total food. That is,
clothing expenditures in the clerical, skilled, semi-skilled
and unskilled groups are fundamentally dependent upon fam-
ily size and the number of children under 18. Several di-
verse profiles were noted in the expenditures for house
furnishings and equipment. Families in the lower ranking
occupations generally spend a higher proportion of income
on house furnishings. Further, in the lower age classes
they also spend absolutely more. These variations were
explained in terms of the value placed on house furnishings
as symbols of status. Similarly, the diverse patterns for
automobile expenditures were explained in terms of the value
of the automobile to families in the lower ranking occupa-
tions as symbols of status and mobility.

Analysis and Interpretation of

Occupational Saving Profiles

Non-manual occupational saving profiles. Figure

14 reveals the unique saving profiles (as percentages of

disposable income) for the professional, self-employed, and
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clerical categories. The saving profile for the profes-
sional category reveals that savings decrease from the un-
der 25 to the 25-34 age class, then remain relatively sta-
ble to the 55-64 age class, then decrease in the 65 and
over age class. The self-employed saving profile increases
sharply between the under 25 and 25-34 age classes, then
decreases sharply between the 25-34 and 35-44 age classes.
A sharp increase is noted between the 35-44 and 45-54 age
classes. Finally, a slight decrease occurs between the
45-54 and 55-64 age classes and an increase between the
55-64 and over 65 age classes. The clerical saving profile
reveals an initial increase in savings, a relatively sta-
ble savings level, and an increase in savings in the 65
and over age class.

The family saving patterns for professionals may
‘be explained by two hypotheses: first, the need for sav-
ings has diminished since the number of dependents has de-
cr§ased. Second, since average income increases the need
for future savings decreases. Families in most of the other
occupational groups experience declines in income, making
saving more important. The regularity of the saving through-
out the professional family's 1life stages may be explained
in terms of the professional's expectations of his lifetime
earning path.

As previously mentioned, savings can act as a "“buf-

fer" between income and consumption. For many occupations,
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incomes vary more than consumption patterns. Therefore,
when incomes fall, the families may decrease savings rather
than consumption patterns. However, this pattern is not
noted in the self-employed or clerical category. In both
these occupational groups, disposable income decreases but
family savings increase. The increase in family savings

in the 65 years and over age class for the self-employed
can be explained by the failure to place family income into
the enterprise of the self-employed. Also, the demands

for many household expenditures have decreased in the 65
and over age class. This explanation may also be true for

the clerical group.

Manual occupational saving profiles. The saving

profiles for the manual occupational categories in Figure
15 reveal several significant relationships. The only man-
ual occupational category which shows consistent positive
saving levels is the skilled gfoup. The saving profile
for skilled workers reveals a sharp increase in savings
until the 35-44 age class. Between the 35-44 age class
and 55-64 age class, savings remain somewhat stable. Sav-
ings decrease slightly between the 55-64 and 65 and over
age classes. The semi-skilled saving profile reveals dis-
saving in the under 25 age class. Between the 25-34 and
45-54 age classes, saving levels increase. Saving levels
then decrease and increase again in the 55-64 and 65 and

over age classes. Unskilled families reveal dissaving in
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both the under 25 and 25-34 age classes. Savings increase
between the 35-44 and 55-64 age classes. Between the 55-
64 and 65 and over age classes, the saving profile reveals
that the percentage of disposable income devoted to savings
decreases.

In the manual occupational groups it appears that
fundamentally savings are a function of income and size

of the family.

Summary of occupational saving profiles. In sum-

mary, the saving profiles for the non-manual and manual
occupational categories demonstrate several diverse pat-
terns. For the professional and self-employed categories
there appears to be a low correlation between income and
saving levels. Rather, saving levels are influencedlby
the specific occupation of the family and the perception
of the family of what their lifetime earnings will be.
As previously explained, the stable pattern of the saving
profiles of the professionals reflect the professionals' ex-
pectations cf their lifetime earning ability. Although
the income of the professionals increases in the primary
age classes, the percentage of income devoted to savings
does not increase.

By contrast, the savings levels of the manual oc-
cupational categories generally follow their income profiles.

When the income of an occupational category is low, savings

also are relatively low,
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Analysis of the Economic Profiles
of Each Occupational Category

Professional profiles. Figure 16 presents the dis-

posable income and selected consumption profiles for pro-
fessional families. Income increases sharply between the
under 25 and 45-54 age classes. Then a decrease occurs
in the 55-64 age class and an increase in the 65 and over
age class.

Expenditures for total food reach a peak in the
35-44 age class, then remain relatively stable in the 55-
64 and 65 and over age classes. By contrast, professional
expenditures for total housing, clothing, and automobiles
generally increase and reach a peak in the 45-54 age class.
It is significant to note that expenditures for clothing
and automobiles increase slightly in the 65 and over age

class.

Self-employed profiles. The disposable income-

expenditures profiles for the self-employed families re-
veal a different pattern than for the professional fami-
lies. In Figure 17, the disposable income profiles initi-
ally increase, decrease, increase, reach a peak, then de-
crease. Unlike the professional families, expenditures
for total food and total housing reach a peak in the 55-
64 age class. However, clothing expenditures reach a peak
in the 45-54 age class. Expenditures for automobiles, on

the other hand, reach a peak in the 25-34 age class. In
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comparison to the professional workers, the self-employed
spend rmuch less on automobile expenditures. However, a
similarity of expenditures exists for total food, total

housing, and clothing.

Clerical profiles. The income-expenditure profiles

in Figure 18 reveal that disposable income for the clerical
families increase until the 45-54 age class, then decrease
in the 55-64 and the 65 and over age classes. Expenditures
for total food, clothing, and automobiles reach a peak in
the 45-54 age class. Total housing expenditures, by con-
trast, reach a peak in the 25-34 age class. However, in
all the age classes, total housing expenditures remain rel-

atively constant, except in the 65 and over age class.

Skilled profiles. The disposable income profile

presented in Figure 19 illustrates that maximum income
levels for skilled families are not reached until the 45-

54 age class. The profile also reveals that the incomes

of skilled families do not vary absolutely or relatively

as much as for families in the professional or self-employed
categories. The profiles also reveal that expenditures

for total food, total housing, clothing, and automobiles
also remain relatively stable between the 25-34 and 55-64
age classes. Unlike those in the professional and self-
employed categories, the skilled families reach maximum

total housing expenditures in the 25-34 age class. This



257

$9,000
8,000 |
7.000
6,000
5.000 Disposable Income
' — —— — Total Food Expenditures
. Total Housing Expenditures
o Clothing Expenditures
A Automobile Expenditures
4,000
3,000
21000-— .—__’_——'\.\.————-. —8 ¢ -
// /.\\ . ¢
_— T—e—__
_ —
k—-—
1,000 ¢
e ——0— —
MA*AM
. o\‘\‘
4 ] ] ] ] ]
Under 25 25-34 35-44 45-54 55-64 65 and Over
Age Class

Fig. 18. Family disposable income and selected
consumption profiles, clerical families.



258

$8, 000~
7,000
6,000
5,000l Disposable Income
— —— —— Total Food Expenditures
. Total Housing Expenditures
) Clothing Expenditures
A Automobile Expenditures
4,000
3,00q
2,000 .
/' /\,.4:_7:._:2;—. —a_
\’
— ~
T e
/ A\‘
/o o\
| 1 | | | |
Under 25 25-34 35-44 45-54 55-64 65 and Over
Age Class

Fig. 19. Family disposable income and selected
consumption profiles, skilled families.



259

may indicate that the skilled workers purchase a house and
remain in the original house. Further, it may also indi-
cate that maximum outlays for house furnishings and equip-

ment are made in the 25-34 age class.

Semi-skilled profiles. The profiles presented in

Figure 20 indicate that maximum disposable income levels
for semi-skilled families are not reached until the 55-64
age class. And as found in the skilled income profiles,

there is a relatively small variation in income levels be-

B S

tween the 25-34 and 55-64 age classes. Maximum total food

A

expenditures are found in the 45-54 age class. But maxi-
mum total housing, clothing, and automobile expenditures

are found in the 35-44 age class. And like the relative
income range, the expenditures for total food, total hous-
ing, clothing, and automobile expenditures are found between

the 25-34 and 55-64 age classes.

Unskilled profiles. In Figure 21 the disposable

income profiles for the unskilled families illustrate that
the income levels do not vary as much as some of the other
occupational groups. Specifically, disposable income lev-
els increase until the 45-54 age class, then gradually de-
crease in the other occupational categories. Expenditures
for total housing reach maximum levels in the 35-44 age

class. But expenditures for total food, clothing, and

automobiles do not reach maximum expenditures until the
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45-54 age class. Again it is significant to note the rela-
tively stable level of expenditures between the 25-34 and

55-64 age classes.

Summary of specific occupational profiles. To sum-—

marize the specific economic profiles for each occupation,
it appears that total expenditures, total housing, and
clothing generally follow the income profiles. That is,
families in each occupation relatively spend a similar
amount for these items. Expenditures for automobiles, by
contrast, do not follow the same relative relationship to
the income profiles. In the automobile expenditure case,
families in the manual occupational categories spend rela-
tively more than the non-manual groups. Finally, it is
important to note the erratic disposable income patterns,
but relatively stable consumption patterns, of the self-
employed families. The amount of income devoted to total
food, housing, clothing, and automobiles does not vary
greatly over the life stages of the self-employed group.
This stable pattern tends to follow the tenets of the Per-
manent Income Hypothesis.

Comparison of the Occupational-Age Approach with

the Social Class, Family Life Cycle, and
Disposable Income Prediction Methods

This section examines and interprets the influence
of age and occupation on family expenditure patterns. More-

over, since prior research has indicated that the occupation

o e
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variable is correlated with social class and that chrono-
logical age is correlated with the family life cycle, an
examination of this congruency will be made. This section
is divided into three parts. The first part examines the
congruency of occupational expenditures with socilal class
expenditure patterns. The congruency of life cycle anal-

ysis and chronological age classes are examined in the sec-

ond section. The third part presents an evaluation of us-
ing disposable income as a predictor of specific expendi-

tures.

Congruency of Occupation and Social 4
Class Expenditure Patterns

Due to the general lack of intensive empirical re-
search on social class expenditure patterns it is somewhat
difficult to make strict comparisons between the influence
of social class and occupational category on consumption
patterns. Nevertheless, a few observations can be made
regarding the congruency of social class and occupational
expenditure patterns. To make the comparisons, however,
it should be noted that only the aggregated occupational
category can be employed since research is lacking on social
class expenditure patterns disaggregated by age class.

Most of the research on social class expenditure
patterns has illustrated differences in durable goods ex-
penditure patterns, such as houses, household appliances,

house furnishings, and automobiles. According to the
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findings of Martineau, Warner, and Rainwater, notable dif-
ferences occur in the expenditure patterns for these goods.
Specifically, the findings indicate that the lower social
classes usually spend more proportionately and sometimes
more in absolute dollars than the upper social classes.
However, empirical research on social class expenditure
patterns for other categories of goods is lacking. Warner
found, nevertheless, that the proportion of expenditures
for food, clothing and shelter expenditures increases from
the upper to the lower social classes., By comparing the
prior research findings of expenditures by social class
and the expenditures of the aggregated occupational cate-
goriesl used in this study, several similarities in con-
sumption patterns are noted.

The higher ranking occupational categories and
social classes have similarities in socio-economic char-
acteristics. Illustratively, the upper social classes and
higher ranking occupational categories have higher educa-
tional attainments, higher incomes, and greater prestige
than the lower ranking social classes and occupational

categories.2 Moreover, the higher ranking social classes

lAggregated occupational category implies that all

the age classes are combined so that an average for the
occupational group can be determined.

2Although occupational category usually is a pri-
mary determinant of social class placement, occupational
category and social class are not synonymous.

e —— e b

) >



265

and the higher ranking occupational categories both demon-
strate higher total expenditures than the lower ranked so-
cial classes and occupational categories. But since both
social class placement and occupational category are re-
lated to the income of the family head, it appears that
in both social class and occupational expenditure patterns
total family expenditures are closely correlated with in-
come. Research on social class expenditures and the find-
ings of this study on occupational expenditure patterns
indicates that considerable variation does occur in the
dollars expended on specific expenditure accounts. As in-
dicated above, this variation has usually been most pro-
nounced in expenditures for durable goods. A safe premise,
then, is that other socio-economic and socio-psychological
factors also affect expenditure patterns. Consequently,
income alone as a predictor of expenditure patterns may
not be very reliable as a predictor of many family expendi-
tures. Although expenditures for durables generally do
not follow the social class ranking, expenditures for
"necessities®™ generally correspond to the social class
and the occupational ranking scale. In the case of nec-
essities, income also appears to be generally accurate in
predicting expenditure patterns.

In many respects, the hierarchy of social class
and occupational classification appears quite similar; how-

ever, there is considerable expenditure variation within

R

e
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each occupational class. That is, when an occupational
category is disaggregated into chronological age classes,
considerable expenditure variations also are noted in

the various life stages. These variations may cause in-
accuracies in predicting expenditures. Consider the fol-
lowing example illustrating the amount of variation within
an occupational category. In the example, skilled workers
spend $347 for house furnishings and equipment when all
the age classes are combined.l Table 35 illustrates the
variability in expenditures by age classes from the mean
expenditures for the aggregated occupation (all age classes

combined).2

TABLE 35

VARIABILITY IN HOUSE FURNISHINGS AND EQUIPMENT
EXPENDITURES BY AGE CLASS, SKILLED WORKERS

Dollar Variation Percent Variation
Occupational from Mean from Mean
Age Classes Expenditures Expenditures
Under 25 -$ 39 -11%
25-34 + 107 +31
35-44 - 17 -5
45-54 - 37 -11
55-64 + 11 + 3
65 and over - 155 -45

Source: Table 21.

lrable 21.

2The variability in expenditures in Table 35 may

also be due to statistical and data handling errors.

g
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As illustrated in Table 35, there are significant
variations in family expenditures within an occupational
category. Similar variations also are likely to prevail
in a social class stratum if the stratum is not disaggre-
gated into age classes. However, such research on the
within-stratum expenditure variation has been limited.

In summary, both aggregate social class and occu-
pational category demonstrate similarities in both socio-
economic characteristics and expenditures. Research on
expenditures by social class and occupational category also
has indicated that income is not always the primary deter-
minant of expenditures. Furthermore, the expenditure pat-
terns of the disaggregated occupational classes demonstrate
considerable variability.

Congruency of Chronological Age Analysis
to Life Cycle Analysis

In recent years much research also has been con-
ducted on family life cycle expenditure patterns and from
this research several generalizations can be stated:

l. Income generally increases in each of the early
life cycle stages; then, after reaching a peak, income de-
clines. Frequently, the income peaks are reached before
the household head reaches forty-five years of age.

2. The lowest incomes generally are found in the
youngest and oldest life cycle stages.

3. Indications of general increases in family size
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are given in most family life cycle analyses. The pattern
is for family size to increase, then decrease.

4. The influence of all family earners generally
is considered in estimating total family income. The num-
ber of family earners generally decreases with increases
in the life cycle stage of the family.

5. Expenditures for durable goods by stage in the
family life cycle generally increase sharply between the
first and second stage, then gradually decrease over the
remainder of the life cycle.

6. Family asset-liability patterns also increase
until a peak is reached (usually the 45-54 or 55-64 age
class), then gradually decrease with increases in family
age.

In most cases the above generalizations also apply
to chronological age analysis. In chronological analysis,
the age of the family head is the independent variable.
And when the analysis is employed, as in the case of the
Bureau of Labor Statistics' research, changes in several
socio-economic variables are reflected by increases in the
age of the family head. For example, income generally in-
creases and after reaching a peak, declines. As in life
cycle research, the income peaks are usually found in the
"middle age classes." In most instances, expenditures for
durables initially increase, level off, then decrease.

Family size and the number of family earners also increase,

) S S
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then decrease approximately the same as found in family

life cycle analysis. Finally, a similar family asset-lia-

bility pattern to that found in prior research on family
life cycles prevails.

An over-aggregation problem, however, frequently
exists in family life cycle research. Most of the research
on family life cycles has dealt only with an aggregation
of consumers, such as all occupational categories combined. t
In the aggregation process the variability of the different '
and unique socio-economic groups usually has been ignored.
Variability in aggregated data can be illustrated by employ- J
ing expenditure data from the present research. In Table
36, the average expenditures for house furnishings and
equipment for the aggregate of all occupations will be
compared to the average house furnishings and equipment
expenditures for skilled families. In the analysis, both
the absolute and percentage variability in the expenditures
are illustrated.

TABLE 36

VARIABILITY IN HOUSE FURNISHINGS AND EQUIPMENT EXPENDITURES
BETWEEN THE AVERAGE FOR ALL OCCUPATIONS AND SKILLED FAMILIES

T I
Average Expen- Average Expen- Dollar Percent
Age ditures All ditures Skilled Varia- Varia-
Classes Occupations Families bility bility
Under 25 $406 $308 $-98 -24%
25-34 387 454 +67 +17
35-44 373 330 -43 =12
45-54 331 310 =21 - 6
55-64 333 358 +25 + 8
65+ 211 192 -19 -9

lUnweighted averages.
Source: Table 21.
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As indicated by the data, considerable variations
occur among the aggregated averages of all occupations and
for the specific occupational category. In many cases var-
iations in specific life cycle stages or age classes should
be considered a weakness in employing only aggregated life
cycle data. A similar weakness can also apply when the
researcher uses chronological age classes which have not
been disaggregated by "homogeneous" socio-economic charac-
teristics.

Evaluation of Occupational Income as a
Predictor of Specific Expenditures

Although the findings of this research reveal that
each aggregated occupation (all age classes combined) ap-
pears to be a reliable indicator of total family expendi-
tures, nevertheless, considerable variability in specific
expenditure accounts occurs when each occupational group
is disaggregated into specific chronological age classes.
Since the variability of expenditures is present, certain
limitations are placed on using occupational income to es-
timate expenditures for specific family expenditures within
the various family life stages. In other words, the ex-
penditure patterns for the aggregated occupation (all age
classes combined) do not necessarily hold for the specific
occupational age classes.

Specific age class variability can be illustrated

by examining the income and expenditure patterns of all

e e e g
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occupational categories within a particular age class.

Table 37 illustrates the variability of family expenditures.

TABLE 37

ABSOLUTE RANKING OF DISPOSABLE INCOME AND SELECTED
EXPENDITURES FOR ALL OCCUPATIONS, 25-34 AGE CLASS

Expenditure Profes- Self- Cler- Semi- Un-

Accounts sionals Employed ical Skilled Skilled Skilled

Disposable L
income 2 1 3 4 5 6

Total food 2 1 5 3 4 6

Food-away 2 1 3 6 4 5

Alcohol 2 4 6 1 5 3

Tobacco 6 4 5 2 1 3

House |
furnishings 1 4 3 2 5 6 v

Clothing 2 1 3 4 5 6

Recreation 2 1 4 3 5 6

Automobile 1 4 6 2 3 5

Personal care 2 1 3 4 5 6

Source: Ranking for disposable income data from
Table 28; total food, Table 18; food-away, Appendix C;
alcohol, Appendix C; tobacco, Appendix C; house furnishings,
Table 21; clothing, Table 20; recreation, Appendix C; auto-
mobile, Table 22; and personal care expenditures, Appendix C.

In Table 37, the data reveal that in the 25-34 age
class only two categories of goods, clothing, and personal
care completely correspond to the ranking of disposable
income in all the occupational groups. However, the cor-
respondence of the occupations' income and specific expen-
ditures is not as uncorrelated as the data indicate. The
correspondence of occupational-income rank and specific

expenditures can be examined more closely in Table 38.

In the table, occupational rank and expenditure ranking
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are compared to determine the differences in the ranking
of expenditures by the various occupational categories.
Table 38 relates that there is some correlation
between occupational-income rank and expenditures; however,
complete correlation is absent. Therefore, it can be stated
that income data when used alone must be interpreted with
some reservations. In Table 38, the number of times each
occupational category ranks first, second, third, fourth,

fifth, or sixth in expenditures is indicated. 1In effect, 3

PN

Table 38 is an extension and summary of Table 37.

.o eem
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TABLE 38

SUMMARY OF DISPOSABLE INCOME-SELECTED EXPENDITURE
RANKINGS BY OCCUPATIONAL RANK, 25-34 AGE CLASS

Occupations Ranking of selected expenditure categories
ranked accord-

. . Rank Rank Rank Rank Rank Rank
ing to dispos- 1 > 3 4 5 6

able income

Self-employed 5 0 0 4 0 0]

Professional 2 6 0 0 0 1

Clerical 0 0 4 1 2 2

Skilled 1 3 2 2 0 1

Semi-skilled 1 0 1 2 5 0

Unskilled 0 0 2 0 2 )

Source: Table 37.

In Table 38, for example, the self-employed cate-
gory ranks first in amount of disposable income. Although
the self-employed have the highest disposable incomes, they
do not always demonstrate the highest expenditures for each

expenditure account. Of the nine expenditure categories,
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the self-employed have the highest outlays in five of the

accounts and they rank fourth in the remaining expenditures.

Thus, disposable income rankings may not be an adequate

predictor of individual expenditure accounts.

Implications of Findings for Market Delineation

There are two primary methods by which the occupa-
tion-age approach can be utilized in market delineation,

purposes are: (1) to aid in locating prime market targets

o wT
)

for the purposes of concentrating the marketing effort;

and (2) for studying market dynamics.

Market Index Applications

The first method utilizes a percentage index and
can be employed in two primary ways. First, it can aid
in locating average family expenditure concentrations by
the occupation-age matrix. Computing the expenditure con-
centrations is accomplished by converting the average fam-
ily expenditures to index numbers and then delineating the
desired markets. A modification of the first method is
to introduce the number of families in a given market cell.
The mean family expenditures are then multiplied by the
number of families in the occupation-age cell. The result-
ing product estimates the potential absolute purchasing
power for the occupation-age cell. If the researcher de-
sires to compare the aggregate potential purchasing power

of each occupational-age cell, he can then convert each
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cell into an index of purchasing power. If the necessary
data are available, both methods can be computed for a city,
Standard Metropolitan Statistical Area, region, or for the
national market. However, in computing the market cell
estimates for a Standard Metropolitan Statistical Area,
it must be made clear that the projections represent only
potential expenditures. When the purchasing power poten-
tials are computed for the desired occupational-age classes
the results may be "“validated" with sales estimates from
the Department of Commerce. It is likely, however, that
the market potential expenditures will be lower than the
estimates of expenditures by the Department of Commerce.
The disparity in estimates can be explained in two ways.
First, most Standard Metropolitan Statistical Areas exert
"drawing power" over consumers living outside the Standard
Metropolitan Area. Hence, the "actual" estimates of the
Department of Commerce are likely to be larger. Second,
only about ninety to ninety-five percent of the population
can be declared to be in a specific occupational category.
Nevertheless, these "unclassified" consumers spend incomes
for goods and services.l

The aggregated potential method can be employed

usefully as a benchmark for the marketing promotional effort,

l'I'he problem of the unclassified consumers can be

reconciled partially by establishing one or more *unclassi-
fied" consumer groups. In many cases, it is possible to
further disaggregate these consumers into retired and un-
employed groups.
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especially advertising, for a given prime market target.
For example, if the computations for household durable
goods reveal that expenditures are concentrated in the
skilled and semi-skilled families where the household head
is under 35 years of age, then the appropriate media can

be directed toward the desired market concentration. The
first approach of converting family expenditures into the
cross—-sectional indexes is illustrated in Table 39. The
method has the advantage of allowing the researcher to com-
pare expenditures on a relative basis. However, it also
provides for the simultaneous comparison of expenditures

by several different approaches. In Table 39 three differ-
ent cross-—sectional indexes are computed and compared for
house furnishings and equipment expenditures.

The cross-sectional expenditure indexes facilitate
the comparison of average expenditure differences among
family age classes of an occupation, among identical family
age classes of different occupations, and for expenditures
for all age groups in all the occupations. The first step
in constructing the index is determining average expendi-
tures for each occupational category. The average expendi-
tures for all age classes within an occupational category

are given a base index value of 100. From the base index

an index for each age class of each occupation is constructed

for the specific expenditure. This is accomplished by di-

viding the specific expenditures in each age class by the

Y S
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TABLE 39

PERCENTAGE EXPENDITURE INDEXES FOR HOUSE
FURNISHINGS AND EQUIPMENT OUTLAYS

Under 65 and
25 25-34 35-44 45-54 55-64 over
Professionals
Across@ 97 118 99 101 81 76
Withinb 111 142 121 142 113 167
Al1l€ 126 153 126 131 105 99
Self-employed :
Across 19 91 108 92 113 88 :
Within 17 89 109 104 127 156 L
All 20 96 114 96 119 91 !
Clerical !
Across 173 122 95 82 97 34 !
Within 144 107 87 84 99 54 %
All 164 116 90 78 91 32 fﬂ
Skilled L2
Across 95 131 95 89 103 55
Within 76 117 89 94 108 91
All 86 127 92 87 100 54
Semi-skilled
Across 144 98 120 94 74 68
Within 112 80 101 90 71 102
All 127 86 106 83 66 6l
Unskilled
Across 188 83 116 94 92 21
Within 140 65 93 85 83 30
All 158 71 97 79 77 18

Source: Table 21.

a . . .

Percentage index of expenditures for an occupation
based on all age classes of the specific occupation (un-
weighted).

Index A = expenditures for an occupational age class

average expenditures (all age classes) for
b the occupation

Percentage index of expenditures within a specific

age class based on a specific age class for all occupations

(unweighted).

Index B =

expenditures for an occupational age class
average expenditures (all age classes) for
c a specific age class
Percentage index of expenditures comparing each oc-
cupational age class with average expenditures of all age
classes (unweighted).
Index C = expenditures for an occupational age class
average expenditures for all occupations (all
occupations and age classes combined (unweighted)
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base expenditure level. The comparison of expenditures
among the identical age groups of different occupations
requires a similar computation, as does the calculation
of an overall index of consumption for all the occupational-
age classes.
In Table 39, the index percentages for house fur-
nishings and equipment expenditures are presented by each
occupational-age class. .
The percentage expenditure index data in Table 39 !
reveal that in the professional group the highest relative ;
expenditures are reached in the 25-34 age class. Highest g
relative expenditures for the self-employed group reach
maximum levels in the 55-64 age class. The clerical fam-
ilies, by contrast, reach maximum expenditure levels in
the under 25 age class. The skilled group, like the pro-
fessionals, reach maximum expenditures in the 25-34 age
class. The semi-skilled and unskilled groups reach maxi-
mum relative expenditures in the under 25 age class.
Relative expenditures for house furnishings and
equipment within specific age classes of the occupations
reveal a diverse pattern. In the under 25 age class the
clerical group have the highest relative expenditures.
The clerical category is followed by the unskilled, semi-
skilled, professionals, skilled, and self-employed, respec-
tively. By contrast, in the 25-34 age class, highest rela-

tive expenditures are found in the professional category.
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Following the professional category are the skilled, cler-
ical, self-employed, semi-skilled and unskilled. The rank-
ing of expenditures in the 35-44 age class is highest for
the professionals. Following the professionals are the
self-employed, semi-skilled, unskilled, skilled, and cler-
ical. In the 45-54 age class, the professionals have the
highest relative expenditures. Following the profession- ..
als are the self-employed, skilled, semi-skilled, unskilled, .
and clerical. The self-employed, in the 55-64 age class,

have the highest relative expenditures and are followed

by the professionals, skilled, clerical, unskilled, and
semi-skilled. In the 65 and over age class, the profession-
als have the highest expenditures and are followed by the
self-employed, semi-skilled, skilled, clerical, and unskilled.
The percentage index of expenditures comparing each
occupational-age class to average house furnishings and
equipment expenditures reveals that the highest relative
expenditures for all occupational-age classes are found
in the clerical category in the under 25 age class. The
second highest index is found in the unskilled group under
25 years. The third ranking relative expenditure index
is found in the professional category in the 25-34 age
class. Professionals in the 45-54 age class have the fourth
highest relative expenditures. The fifth ranking relative
expenditures are found in skilled and semi-skilled age clas-

ses in the 25-34 and under 25 age class, respectively.
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Market Sector Dynamics

Another potential application of the occupation-
age market delineation approach is to use the method in
monitoring socio-economic changes in the market. The so-
cial class and occupational structure is changing contin-
ually. And as a conseqguence, the expenditure patterns of
various socio-economic groups change. It is important for
market researchers to be aware of such changes in direct-
ing their marketing programs. By observing the changes
occurring in the market over a period of time an estimate
of the future market composition can be made.

The occupation-age approach offers several poten-
tially important advantages when used to monitor changes
in markets. First, it allows the market researcher to note
fundamental changes in the basic socio-economic groups which
comprise the market. Second, the approach allows the mar-
ket researcher to be cognizant of socio-economic changes
within these consuming groups. Third, the approach aids
the market researcher in predicting future changes in con-
sumers and market patterns.

Depending upon the nature of the data available
to the market researcher, the approach can be implemented
relatively easily. To operationalize the approach, the
researcher needs to know the number of families in each
occupational-age class for two or more time periods. The

researcher also needs an estimate of the mean family
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expenditures for each occupational-age class in each time
period for the particular expenditure being researched.

For example, the problem could be to determine what changes,
if any, have occurred in house furnishings and equipment
expenditures by skilled families between 1950 and 1960-61.
The 1950 market potential base could be estimated by using

the U.S. Census of Population (1950) and the expenditure

estimates from a source, such as the Wharton-Bureau of Labor

Statistics' Study of Consumer Expenditures, Incomes, and

Savings. The 1950 market potential base could then be es-
timated by multiplying the number of families in each de-
sired age class (estimates from the Census of Population)
by the estimates of family expenditures for the age classes
(estimates from Study of Consumer Expenditures, Incomes,
and Savings). Similarly, estimates for the 1960-61 time
period can be computed from estimates of families in the

1960 Census of Population and from estimates of expendi-

tures in the Bureau of Labor Statistics' 1960-61 Survey

of Consumer Expenditures. Depending upon the available

data, the potential expenditure bases for 1950 and 1960-61
can be estimated for cities, Standard Metropolitan Statis-
tical Area, regions, or nationally. After computing the
market potential base, the desired time periods, then, the
absolute and percentage change in expenditures can be de-
termined.

The market researcher also may want to determine
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whether or not changes in expenditure patterns have occurred
within several age classes over time. For example, the
market researcher may desire to know whether the percentage
of the purchases for house furnishings and equipment expen-
ditures by families under 45 years has changed in a time
period. To determine this, it would be necessary to sum

the percentages of total house furnishings and equipment
expenditures made by families in the age classes under 45
years. The resulting sum when compared to the 1950 base
would be used to estimate these changes which have occurred
in the expenditures. Finally, the researcher may want to
compare the average change in expenditures in a family age
class to the average change in expenditures for the aggre-
gated occupation. In this case the average change for the
occupation would be given an index of 100. Then the per-
centage change in the particular age class could be compared
on a relative basis with the change in expenditures in the

aggregate occupation.

Suggested Areas for Further Research

This study has attempted to evaluate one approach
that can be used to examine consumer expenditure patterns
and that potentially can aid in delineating consumer goods
markets. As in all of the currently used market delinea-
tion methods, several improvements and refinements of this
basic approach likely can be made. Several suggestions

for additional research are suggested below:
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First, research should be undertaken to determine
as closely as possible the optimum occupational disaggre-
gation necessary for purposes of market delineation. A
criticism of employing only six occupational categories
is that a possible overaggregation problem may occur. By
determining as nearly as possible the occupations having
both similar socio-demographic and family economic charac-
teristics, the delineation process may be improved. In

sum, a balance based on the economic feasibility of the

e g .

method between over and under occupational aggregation
should be sought.

Second, research should be undertaken to evaluate
the use of only four family age classes instead of the six
employed in this study. The findings of this study indi-
cate that the most erratic expenditure patterns occur in
the under 25 and 65 and over age class for many consumer
expenditures. By contrast, expenditures follow more closely
to the ranking of the occupations in the 25-34, 35-44, 45-
54, and 55-64 age classes. Research employing only four
age classes may desire to consider only the under 25, 25-
44, 45-64, and 65 and over age classes. For some research
purposes it may also be desirable to ignore the senior age
classes for each occupation.

Third, a logical extension of the present research
is to examine how specific products and brands change in

importance to consumers in the different family life stages.

ema >
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Such research could also include the study of brand loyalty
by occupational category and age class.

Fourth, studies are suggested for determining the
possible incongruity of the Permanent Income Hypothesis
and aggregated occupational expenditure patterns. Such
research would determine whether or not the hypothesis ap-
plies to all the specific occupational categories. The
findings of this study indicate that the occupational cate-
gories do not always have expenditure patterns which cor-
respond to the earning power of the families.

Fifth, the final area suggested for further inquiry
is to investigate the effect of increasing "“security" on
occupational expenditure patterns. Increasing occupational
security may lessen future family savings and, as a conse-
quence, certain classes of products may increase in prior-

ity in the family budget.
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Socio-Economic Characteristics
of the Occupational Categories

Considerable differences exist among the socio-

economic characteristics of the families in the various

occupational categories.

In this section the findings re-

lating to the following family socio-economic variables

are discusse

d:

l. Average family disposable income

2. Average family size

3. Average education of family head

4. Average number of children under 18

5. Average number of full-time earners

6. Percent of nonwhite families in the occupa-

tional category
7. Percent home owners
8. Percent auto owners

The above family socio-economic characteristics

are presented according to occupational rank and family

age class.

TABLE 40

FAMILY SOCIO-ECONOMIC CHARACTERISTICS, PROFESSIONALS

SOCIO- AGE CLASSES
ECONOMIC PRIMARY SECONDARY
CHARACTER- Under 65 and
ISTICS Average 25 25-34 35-44 45-54 55-64 Over
Average
Disposable
Income $10124 $6699 $8561 $9880 $11840 $10760 $12359
Family Size 3.6 2.8 3.7 4.1 3.8 2.6 2.6
Education 14.1 13.2 15.2 14.2 13.6 13.2 13.5
Children
under 18 1.5 1.1 1.9 2.0 1.2 0.3 0.1
Full-time
Earners 1.1 1.0 1.1 l.1 1.2 1.2 l.1
Percent
Nonwhite
families 3.1 7.7 2.7 2.8 3.6 2.9 0.0
Home owners 68.6 15.4 54.3 79.4 76.6 68.8 58.3

Auto owners

84.6 99.1 91.7 93.6 82.2 83.4
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Professional Families

In Table 40 the family socio-economic characteris-
tics of the professional occupational category reveal that
the average disposable income level is not reached until
the secondary age classes (45-54). Average family size
reaches a peak in the 35-44 age class, then decreases through
the secondary age classes. It is also noted that average
educational attainment remains relatively constant through-
out the age classes. The number of children under 18, like
average family size, increases in the primary age classes,
then decreases in the secondary age classes. A somewhat
surprising finding, however, is that the number of full
time earners increases slightly in the secondary age clas-
ses. The percentage of nonwhite families remains relatively
constant in all the age classes except the under 25 cate-
gory where a higher than average percentage of nonwhite
families appears. The percentage of home owning families
greatly increases in the primary age classes and slowly
decreases in the secondary age classes. The percentage
of auto owners in the professional categories increases
substantially between the under 25 and 25-34 age class and

remains relatively constant.

Self-employed Families

The self-employed category has somewhat different
socio-economic characteristics than the professional cate-

gory. The findings of the self-employed occupational
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category are presented in Table 41. In the self-employed
occupational category, maximum average family disposable
income is reached in the same age class (45-54) as in the
professional category. However, average income declines
considerably between the 55-64 and 65 and over age class
which contrasts with the professional category. Regarding
family size, the self-employed begin their families at a
younger life stage than the professionals. It should also
be noted that average family size for all the age classes
is higher in the self-employed group than in the professional
group. Educational attainment is considerably lower in all
the age classes. The self-employed family also tends to
have more children under 18 in the primary age classes than
the professional group. The average number of full time
earners in each age class remains relatively constant. The
percentage of nonwhite families in the various age classes
differs considerably from the professional category. In
the professional group, for example, there is a higher per-
centage of nonwhite workers in the primary age classes. By
contrast, in the self-employed category there is a higher
percentage of nonwhite families in the secondary age classes.
The self-employed category also prefers to own homes more
than the professional category; however, the professional
group has a slightly higher percentage of families owning

automobiles.

i g e ——
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TABLE 41

FAMILY SOCIO-ECONOMIC CHARACTERISTICS, SELF-EMPLOYED

L
SOCIO- AGE CLASSES
ECONOMIC PRIMARY SECONDARY
CHARACTER- Under 65 and
1STICS Average 25 25-34 35-44 45-54 55-64 Over
Average
Disposable
income $10232 $4444 $9612 $7892 $11539 $12139 $9724
Family size 3.7 4.0 4.1 4.4 4.0 2.8 2.6
Education 11.4 10.0 12.9 11.6 12.1 10.2 8.8
Children
under 18 1.5 2.0 2.2 2.4 1.4 0.4 0.1
Full-time
earners 1.0 1.0 1.0 0.9 1.1 1.0 1.0
Percent
Nonwhite
families 4.1 0.0 0.0 4.7 6.8 5.1 0.0

Home owners 72.6 100.0 58.6 63.1 81l.9 82.1 73.3
Auto owners 90.1 100.0 93.0 88.5 93.3 89.8 80.0

Clerical Families

The data for the clerical families in Table 42 re-
veal that average income for the category is not reached
until the secondary age classes. Average income increases
to the 45-54 year age class, then decreases in the succeed-
ing age classes. The clerical category tends to have smaller
families than self-employed or professional categories.
Educational attainment of the clerical head is lower than
the professional category but higher than the self-employed
category. And the average number of full-time earners re-
mains constant in the primary age classes but increases
in the 45-54 age class. The percentage of nonwhite fami-
lies in the clerical category contrasts with the self-em-

ployed category. A higher percentage of nonwhite families
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appears in the primary age classes of the clerical category
as contrasted to the self-employed primary age classes.
Considerable differences exist in the clerical category
regarding home ownership and auto ownership. In the cler-
ical category (all age classes combined) only about one-
half of the families are home owners. Further, only about

three-fourths of the clerical category own automobiles.

TABLE 42

FAMILY SOCIO-ECONOMIC CHARACTERISTICS, CLERICAL

SOCIO- AGE CLASSES
ECONOMIC PRIMARY SECONDARY
CHARACTER- Under 65 and
ISTICS Average 25 25-34 35-44 45-54 55-64 Over
Average
Disposable
income $7105 $5951 $6729 $6850 $8167 $7288 $6220
Family size 3.3 2.6 3.6 3.9 3.3 2.6 2.0
Education 12.2 12.8 13.7 12.3 11.7 10.8 10.7
Children
under 18 1.2 0.6 1.7 2.0 0.9 0.2 0.0
Full-time
earners 1.1 1.0 1.0 1.0 1.4 1.2 1.2
Percent
Nonwhite
families 7.1 11.8 7.4 10.0 5.8 3.9 0.0
Home owners 53.0 11.7 48.3 60.4 58.8 55.8 40.1
Auto owners 74 .4 e4.7 73.7 72.6 80.9 71.2 79.9

Skilled Families

In the manual working occupational categories dif-
ferent socio-economic variable relationships were found
which differ significantly from the nonmanual occupational
categories. Table 43 presents the data for the socio-eco-

nomic characteristics of the skilled families.
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TABLE 43

FAMILY SOCIO-ECONOMIC CHARACTERISTICS, SKILLED

SOCIO- AGE CLASSES
ECONOMIC PRIMARY SECONDARY
CHARACTER- Under 65 and
ISTICS Average 25 25-34 35-44 45-54 55-64 Over
Average
Disposable
income $7104 $5358 $6379 $7167 $7688 $7628 $%
Family size 3.8 3.1 4.5 4.3 3.7 2.9
Education 10.1 11.5 10.6 10.6 9.8 9.2
Children
under 18 1.6 1.3 2.5 2.1 1.2 0.4
1

SO
e o N

BN

Full-time

earners 1.0 0.9 0.9 0.9 1.1 1.
Percent
Nonwhite

families 4,5 4.8 8.2 2.8 2.4 6.0 4.8
Home owners 64.8 14.2 48.8 73.5 71.2 71.4 66.8
Auto owners 87.0 95.3 92.9 90.9 8l1l.7 84.6 66.8
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For the skilled category average disposable income
(all age classes combined) was approximately the same as
for the clerical category. But the skilled workers do not
surpass the clerical workers in disposable income until
the 35-44 year old age class. The average family size (all
age classes combined) of the skilled workers surpasses the
clerical, self-employed, and professional groups. Further,
the skilled working families reach maximum size at younger
life stages than the clerical, self-employed, or profession-
al categories. Average educational attainment is consider-
ably lower than in the higher ranking occupational groups.
Regarding the percentage of nonwhite families, the skilled
worker category has fewer than the clerical group but more

than either the self-employed or professional group. Home
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and auto ownership are considerably higher in the skilled
group than in the clerical category. As for family home
ownership, both the skilled and clerical groups reach the
highest percentage of families owning homes in the 35-44
age class. However, the highest percentage of skilled fam-
ilies owning automobiles is reached in the under 25 age
class, which is higher than most of the other occupational

groups.

Semi-skilled Families

The semi-skilled socio-economic characteristics

are presented in Table 44.

TABLE 44

FAMILY SOCIO-ECONOMIC CHARACTERISTICS, SEMI-SKILLED

SOCIO- AGE CLASSES
ECONOMIC PRIMARY SECONDARY
CHARACTER- Under 65 and
ISTICS Average 25 25-34 35-44 45-54 55-64 Over
Average
Disposable
income $6405 $4543 $5758 $6586 $6818 $6861 $6021
Family size 3.9 3.1 4.2 4.4 3.8 3.0 2.5
Education 9.3 10.7 10.5 9.9 8.7 8.1 5.3
Children
under 18 1.6 1.5 2.3 2.2 1.3 0.5 0.3
Full-time
earners 0.9 0.3 0.8 0.8 1.1 1.1 1.0
Percent
Nonwhite
families 18.3 6.7 25.2 19.1 17.6 13.1 7.1
Home owners 48.1 6.7 33.8 54.1 51.0 64.0 49.9
Auto owners 75.9 73.3 72.7 78.4 80.8 73.7 50.0

The disposable income of the semi-skilled families

is considerably less than the disposable income of the

e -
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skilled occupational category. Similar to the skilled cate-
gory, the semi-skilled workers reach the disposable income
average in the 35-44 year age class, which is similar to

the maximum income levels of the nonmanual occupational
categories. Of all the occupational categories, the semi-
skilled workers have the largest average family size. How-
ever, the educational attainment of the semi-skilled workers
is lower than that of the other higher ranking occupational
groups. The semi-skilled workers also have a much smaller
average number of full-time earners in the primary age clas-
ses than do the other occupations. The findings also reveal
a much higher distribution of nonwhite workers in the semi-
skilled category than in any of the other higher ranking
categories. Also, the percentage of families owning homes
or autos is similar to the clerical category. Approximately
one-half of the families own homes and about three-fourths

of the families own automobiles.

Unskilled Families

The findings of the socio-economic characteristics
of the unskilled families are presented in Table 45.

Average disposable income for all age classes in
the unskilled occupational category is considerably less
than for the other occupational groups. As in the skilled
and semi-skilled occupational categories, the average dis-
posable income level is not reached until the 45-54 age

class. Similar average family size relationships, as found

‘4‘,,_?.*,.@‘___...,,.__.“..‘
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in the skilled and semi-skilled groups, are also found in
the unskilled categories. Average educational attainment
for the unskilled workers is slightly less than for semi-
skilled workers and less than for the skilled category by
one year. The average number of children under 18 is less
than in the semi-skilled and skilled category. However,
the unskilled group has the highest percentage of nonwhites
of any occupational category. As expected, the unskilled
workers ranked lowest of all the occupations in the percent
of home owners category. Moreover, the lowest percentage
of families owning automobiles is found in the unskilled

group.

TABLE 45

FAMILY SOCIO-ECONOMIC CHARACTERISTICS, UNSKILLED

R S = R R

SOCIO- AGE CLASSES
ECONOMIC PRIMARY SECONDARY
CHARACTER- Under 65 and
ISTICS Average 25 25-34 35-44 45-54 55-64 Over
Average

Disposable

income $5513 $4303 $4671 $5682 $%$6
Family size 3.6 3.2 3.9 4.1 3
Education 9.0 10.9 10.1 9.8 8
Children

under 18 1.4 1.2 1.9 2.1 1.

9

w» WO

L] °

Full-time
earners 0.
Percent
Nonwhite
families 31.2 29.5 34.9 38.9 21.8 27.6 30.0
Home owners 40.9 5.9 27.2 39.0 55.1 49.5 50.0
Auto owners 62.1 52.9 66.7 65.6 69.7 49.5 50.0

(@] (@] (0o N3~

0.8 0.8 0.9 1.
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APPENDIX C

Other Selected Family Expenditures

Appendix C presents other findings of the research.
Selected data from Tables 52 to 56 were used in Chapter V
in Tables 37 and 38.
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Specific Steps in the Data Processing

Step I. Manual Data Transformation

The first step in preparing the raw data for com-
puter analysis consisted of combining the 65-74 and 75 and
over age class into one age class (65 years and over). This
step involved weighting the expenditure data in the 65-74
and 75 and over age class by the number of sample families
in each age class. Next, the expenditure data in each oc-

cupational-age class were multiplied by the number of sample

families. The product of each occupational-age class was

added together and divided by the sum of the families in

LT

each age class. This process was repeated for each of the

nine Standard Metropolitan Statistical Areas.

Step II. Card Punching and Verification

The second phase consisted of placing the data for
each Standard Metropolitan Statistical Area onto data proc-
essing cards. The original data from the computer print-
outs and the transformed data from step I were placed on
the data processing cards. Next, the data processing cards
were placed in the card printer and the data on the cards
were placed on computer print-outs. This process dupli-
cated the original data as received from the Bureau of Labor
Statistics. These print-outs were then checked visually
against the original raw data for errors. In this step,
as appeared in the original Bureau of Labor Statistics data,

each occupational group's socio-economic characteristics
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and expenditures for a specific family age class were given.

Step III. Intermediate Transformation

The third step in processing the data involved
transforming each of the different occupational categories
in specific age classes to specific occupational categories

for each of the age classes. This process entailed placing

the data for each occupational-age class from the nine Stand-

ard Metropolitan Statistical Areas onto computer print-outs.
Each computer print-out revealed the expenditures for a

specific occupational category in a specific age class from

h >

M-

each Standard Metropolitan Statistical Area. The data for
each occupational-age class of each Standard Metropolitan
Statistical Area were then weighted by the number of sample
families for the specific occupational category. The num-
ber of sample families was then multiplied by the family
socio-economic characteristics and family expenditure ac-
counts. The products of each occupational-age category

of each Standard Metropolitan Statistical Area were then
summed and divided by the number of sample families in the
nine Standard Metropolitan Statistical Areas. The result-
ing weighted average represented the sample data for each

occupational-age class used in the study.

Step IV. Final Transformation
The fourth step involved transferring the data for

each of the age classes of an occupation onto computer
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print-outs. In this step the resulting average expenditures
for all age classes in each occupational category were com-
puted. First, the number of sample families in each occu-
pational-age class was multiplied by the family expenditure
account in each occupation-age class. The resulting prod-
ucts of each age class were summed and divided by the total
number of families. This resulted in the average expendi-

ture data for each occupational-age class.

Step V. Computing Average Propensities to Consume

The fifth step entailed the computation of the aver-
age propensities to consume. The average propensity to
consume was computed by dividing the average expenditure
accounts by the average disposable income levels for each

occupational-age class.

Step VI. Computation of Income Elasticities

The sixth step involved calculating the income-
expenditure elasticities. An unrestricted Least Squares
routine program was employed to estimate the relationships
between the dependent variables, such as total expenditures,
and disposable income levels. The first step involved plac-
ing each observation from each occupational-age class of
each of the Standard Metropolitan Statistical Areas on data
processing cards. The raw data were then read into the
computer. Next, the data were converted by the computer

into logarithms. The conversion of the data to logarithms
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facilitates the Least Squares computations. The relation-
ship between income and the dependent variables (expendi-
ture accounts) is then estimated. The relationship between
the independent and dependent variable is expressed as fol-
lows:

Log (total expenditures) = a + b (log (income))

The resulting regression coefficient is the elas-
ticity between income and total expenditures. Also auto-
matically computed is the standard error of the regression
coefficient and the statistical significance of the regres-
sion coefficient.

Step VII. Computations of the Marginal Propensities to
Consume

Step seven involved the calculation of the marginal
propensities to consume. As in the calculation of the in-
come elasticities, an Unrestricted Least Squares computer
program was employed. The regression coefficient in this
program represented the portion of a new level of income
devoted to a specific expenditure account. Again, the
standard error of the regression coefficient and the es-

tablished significance level was also computed.

NG e g
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