
This PDF is a selection from an out-of-print volume from the National
Bureau of Economic Research

Volume Title: Short-Term Economic Forecasting

Volume Author/Editor:

Volume Publisher: UMI

Volume ISBN: 0-870-14172-4

Volume URL: http://www.nber.org/books/unkn55-1

Publication Date: 1955

Chapter Title: CONSUMER ANTICIPATIONS: THEIR USE IN FORECASTING
CONSUMER BEHAVIOR

Chapter Author: John B. Lansing, Stephen B. Withey

Chapter URL: http://www.nber.org/chapters/c2905

Chapter pages in book: (p. 381 - 454)

brought to you by COREView metadata, citation and similar papers at core.ac.uk

provided by Research Papers in Economics

https://core.ac.uk/display/6876099?utm_source=pdf&utm_medium=banner&utm_campaign=pdf-decoration-v1


CONSUMER ANTICIPATIONS: THEIR USE IN
FORECASTING CONSUMER BEHAVIOR

JOHN B. LANSING AND STEPHEN B. WITHEY
- SURVEY RESEARCH CENTER, UNIVERSiTY OF MICEJIGAN

A. Introduction

USE OF ANTICLPATORY DATA in the consumer sector of the econ-
omy presents a challenging problem. It has in recent years also
proved of great help in forecasting economic fluctuations. Sharp
movements in consumer expenditures, unforeseen in advance by
many technical economists, have been a feature of much of the
short-run business cycle activity in the postwar period.

Surveys of .anticipated plant and equipment outlays of business
enterprise carry more weight because a significant number, though
not all, of these anticipations represent firm contractual commit-
ments. In consumer surveys, however, expressed anticipations are
usually not tied to binding contracts, and a more comprehensive
analysis of the underlying situation must be attempted. Our ap-
proach has been to consider a range of supporting data needed to
build relationships among such variables as actual purchases, ex-
pected purchases, incomes, liquid assets, personal attitudes, family
structure, and others. A higher degree of confidence is attached to an
appraisal of the economic situation if it is based on firmly established
interrelationships, rather than on simple translations of anticipations
into action. In addition period to period movements in the various
consumer statistics give a firmer base for projections than collec-
tions of isolated data in a unique time interval.

In this paper we shall examine the use of data on consumer an-
ticipations from two alternative points of view. In the first section
are considered the problems involved in forecasting consumer de-
mand from anticipatory statistics collected in an annual sequence
of representative cross-sectional samples of consumer units in the
United States. The samples do not, except by small chance, include
identical respondents. In the second section a different approach is
used: identical consumers are followed from one period to the next.
Material on individual fulfillment of expectation and changes in
individual attitudes and economic situations between time periods
are then added. Relationships derived from studying reinterviews of
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CONSUMER ANTICIPATIONS

identical units can be used to advantage in the subsequent analysis
of repeated interviews from independent cross-sections.

'The Surveys .of Consumer Finances conducted by the Survey Re-
search Center for the Board of Governors of the Federal Reserve
System are the source of our data on consumer anticipations and
related data used in forecasting 'demand. These are relatively new
instruments for business cycle analysis and have only a short history
(beginning in 1946). The analysis of the reinterviews was made with
the help of a grant by the Rockefeller Foundation to the University
of Michigan.

In these Surveys, data have been collected on consumer inten-
tions to buy selected durable commodities during a future time
period, consumers' opinions about their personal and the general
economic climate, consumers' financial condition, and consumer
demographic facts. Our experience has shown us some of the lines
of influence •connecting both actual and anticipated expenditures
to these other variables. We are in a somewhat weaker position in
trying to account for relationships among these "explanatory" fac-
tors. The problem of the origins of consumer attitudes is especially
difficult. The problems we have posed are indeed not at a stage of
final solution. Nevertheless, we have learned some things about
relationships involved in consumer behavior—relevant variables to
be considered, techniques of measuring these variables, and the
strength and magnitude of some of the relationships.1 We are far
from sure that we have included all the important variables; we
have made only first attempts at estimating the underlying relation-
ships. A very important limitation' is the fact that the Surveys of
Consumer Finances cover oniy the types of economic conditions
found in the postwar boom. *

1 See, for example, George Katona, Psychological Analysis of Economic
Behavior (McGraw-Hill, 1951). This volume contains analyses of the relations
between consumer behavior and attitudes. Results of econometric equations
containing several variables relating to consumer behavior are found in L. R;
Klein, "Estimating Patterns of Savings Behavior from Sample Survey Data,"
Econometrica, Vol. 19 (1951), pp. 438-454. A volume is now in preparation
at the Survey Research Center on the use of survey data for determining basic
relationships between demand and explanatory variables. See also Consumer
Attitudes and Demand, 1950-1952, by George Katona and Eva Mueller (In-
stitute for Social Research, University of Michigan, 1953), for a discussion of
the role of economic attitudes in business cycle research, with special reference
to the events of 1950-1952.
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CONSUMER ANTICIPATIONS

B. Repeated Interview Data on Cross-Section of Consumer Units2

In the annual Surveys of Consumer Finances many of the ques-
tions remain the same year after year, although the respondents
are different. One of the purposes of these repeated interviews is
to provide new data not otherwise available which may contribute
to predictions of consumers' behavior.

In the absence of survey data, predictions in the consumer sector
must rely on aggregate statistics. For example, an economist may
predict that sales of new cars to consumers will amount to $x mil-
lion, on the basis of a function involving such variables as total
stocks of cars, national income, liquid assets held by private indi-
viduals, etc. One contribution of the Survey method to predictions
of this type is to make available distributions of magnitudes for
which aggregate statistics are available. The distribution of income,
the distribution of liquid assets, and the relation between individ-
uals' incomes and their liquid assets can be and are calculated from
Survey data.

The Survey method is by no means limited to breaking down ag-
gregates. Perhaps its most interesting contribution is to provide in-
formation on variables where no aggregate statistics are available.
Psychological variables are inherently of this type. Perceptions,
motivations, attitudes—the entire psychological gamut must be in-
vestigated on a group or individual basis.

The addition of psychological information to the supply of data
at the disposal of forecasters should make possible improvements in
the accuracy of forecasts. Although forecasters commonly speak in
terms of predicting economic magnitudes, such as the aggregate
level of spending by consumers, they are, by implication, predict-
ing the behavior of individuals. To predict that total spending by
consumers will be $x is equivaknt to predicting the spending of a
mass of individuals, each of whom makes some contribution to the
total. We may think of a sequence in which events occur in the
economic world, the attitudes of consumers change, and finally the
behavior of consumers changes. Evidently there is less risk in pro-
ceeding from knowledge about both step 1 and step 2, events and
changes in attitudes, to a prediction of step 3, changes in behavior,
than there is in predicting fromknowledge of only step 1 to step 3.

The forecaster without psychological information must either
make that jump or wait until the behavior actually starts to change.

2 John B. Lansing is primarily responsible for this section.
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If people's attitudes, particularly shifts in these attitudes, are known,
the forecaster has an opportunity to make use of knowledge about
the effects of attitudes on behavior.

Even after the event a forecaster without psychological data may
have only a partial picture of what happened. He will know only
that a certain event took place and that people behaved in a certain
way. He cannot always be certain that he has inferred the correct
causal link joining the right event with the right behavior. Psycho-
logical knowledge may help to establish what the causal connection
actually was. It may also indicate that certain causal connections
are impossible. For example, a man cannot be influenced directly
by an event about which he has no knOwledge.

Thus the addition of psychological data can, add much to the
information at the disposal of economists. There are difficulties,
however, both in gathering and in making use of these new data,
and these difficulties have not all been solved in the work done in
connection with the Surveys of Consumer Finances.

In the first place, the interpretation of a body of attitudinal ma-
terial from a survey of consumers is not simple. The analyst must
study changes in answers to a dozen questions from one year to the
next. in a simplified situation where distributions of the popu-
lation are available only on six three-point scales, the population as
a whole may be distributed in any proportions 'on each scale, and
the scales are largely independent. For example, one scale would
divide the heads of spending units into three groups according to
whether they expect to make more in the current year than in the
previous year, about ,the same, or less (see table 8) Another scale
would divide the same individuals according to whether they now
feel better off financially than a year ago, the same, or worse off (see
table 9). The possible combinations of distributions of the popula-
tion on different scales are very numerous.

In general the analyst must ask himself the question, Is it possible
for people to hold this particular set of attitudes at one time? He
must ask this question in the light of general psychological knowl-
edge and of particular knowledge about the attitudes in question.
It is possible that answers to one or more questions may seem to
make no sense in the pattern. The meaning of the whole body of

Although the' example refers only to three-point scales, other types are
common. A five-point scale would divide the population into five instead of
three groups. For example, those who expect to make more could 'be split into
those who expect to make a lot or a little more.
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data may have to be reconsidered, and new data sought out, per-
haps by intensive analysis of some subgroup of the population which
now seems to be of key importance.

This type of analysis involves some exercise of judgment on the
part of the analyst. He has to think, and when he thinks he may err.
Judgment is also involved, of course, in the more usual forecasting
procedures, but it enters in a different way. Even assuming that,
given the same model and the same data, different analysts would
reach the same conclusions, not all econometricians would use the
same model for forecasting gross national

In the second place, the differences in method make difficult
the combination of psychological and other survey data with data
from other sources. The results of a survey of attitudes are not easily
reduced to a form which can be inserted, say, in an econometric
model. If other data about the consumer sector are to be taken into
account, and we feel that they should be, the problem of articula-
tion arises even within the consumer sector of the economy.

But if one rashly ignores other data about the consumer
sector, one cannot ignore the interrelations among the consumer
sector, the business sector, and government. Ideally, one should
deal with all three together, but the practical difficulties are serious.

One method of approaching a solution is to make some crude
subjective combination of information about the different sectors.
One may study the consumer sector more or less in isolation and
reach some conclusion about the probable course of consumer de-
mand. If, after a similar study of the other sectors, the indications
in all sectors point one way, one can infer that events will move in
that direction. The difficulty is that indications in different sectors
need not point in the same direction, and movements in one sector
may tend to change the course of events in another. Relative mag-
nitudes and interrelations are the heart of the problem. Informed
judgments on these points are valuable, but not entirely satisfactory.

An alternative to nonquantitative estimates of the interrelations
is the construction of a mathematical model of the economy. To
introduce all the relevant data from the Surveys of Consumer Fi-
nances into such a model would require a major effort. One method
would require a precise dollar estimate of total consumer demand
which could be entered as a constant in a system of equations de-
scribing the functioning of the economy. Another method would
require the development of equations based on Survey data for in-
corporation in a larger system. As we have observed, the data in the
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Surveys are not now in a form appropriate for use in either manner
and they are not easily reduced to such a form. A discussion of the
diffkulties which would confront anyone who attempted this task
is beyond the scope of this paper, but some of them will be ap-
parent to anyone who reads the discussion which follows. For the
present, at least, the consumer sector is studied in isolation, without
attempting to combine it with information from other sectors.

In view of the seriousness of these difficulties, we at the Survey
Research Center have tended to avoid making "predictions." We
use the word, but only in a loose sense. Strictly speaking, we have
obtained and published data which we believe are relevant to the
making of predictions about consumer demand. We have even
stated, in our bolder moments, that indications in the consumer
sector point in a certain direction. We have not undertaken the
work of combining our data with data from other sources. For ex-
ample, we have published data about consumer intentions to buy
new cars, and a variety of other data relevant to the analysis of de-
mand for new cars, but we have not attempted to estimate how
many new cars actually will be purchased by consumers. It would
be dangerous to predict demand for new cars for a year without
taking into account what such factors as government policies can
do to the level of consumer income and the terms on which con-
sumers can borrow. It would be absurd to predict sales of new cars.
without considering what may happen on the supply side of the
market. Whether one uses the word "prediction" with reference to
the Survey data is perhaps a verbal question, but it is both impor-
tant and to keep in mind that the Survey data at best are
limited to the consumer sector.

Specifically, in using the data from the Surveys we have attempted
to collect information of two kinds not otherwise available, namely,
distributions of economic magnitudes and psychological data about
consumers' attitudes. We have also studied these data in isolation
and attempted to draw conclusions about them. These conclusions
and the supporting data are then published and may be used by
others in making prognostications.

The data may be applied to projections for the consumer sector as
a whole or for parts of it. Of particular interest is the total consumer
demand for goods and services, that is, total spending in dollars for
goods and services by the household sector of the economy. The
importance of total demand by consumers in forecasting the course
of economic events hardly needs emphasis. The basic postulate of
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those who work with Survey data is that consumers have a real
freedom of choice about what they do with their income and assets,
particularly over short periods, of time: they may purchase goods
and services, or they may increase their liquid assets and claims
against the other sectors of the economy. In other words, it is not
enough to know consumers' income and asset positions. Forces other
than incomes and assets influence spending, and these forces require
study.

A more restricted area than total demand by consumers is con-
sumer demand for durable goods, automobiles, and houses. These
may be considered individually or collectively, that is, one may be
interested in the demand for individual items or for all these items
asa group. The methods actually used in the Survey can be applied
separately to the three categories (houses, cars, and other durables)
or to the three in combination.

Data on demand for the large items may be used for projections
of total consumer demand on the assumption that the variability in
total demand is entirely in the large items—houses, cars, and other
durables. If, for example, consumer purchases of other goods and
services always bear a single ratio to income, there is no difficulty
in converting a projection for large items into a projection for total
consumer demand. The approach in the Surveys can be useful even
if the facts are not so neat. The inference may be made that if de-
mand for houses, cars, and other durables will increase in a particular
year, total consumer demand will increase for a given level of income.

With this background, the information gathered in• the Survey
which is relevant to the problem of forecasting may be considered
in more detail. This information may be classified under three head-
ings: individuals' ability to buy, individuals' willingness to buy, and
individuals' plans to buy. In brief, an individual's ability to buy
involves his income and his balance-sheet position. An individual's
willingness to buy involves both his evaluation of his ability to buy
and his wants. It includes his expectations of his future income,
future prices, and the future of other aspects of his ability to buy.
It includes his attitudes and motivations, or, in language more usual
among economists, his preference functions. Plans to buy comprise
people's answers to questions as to what they expect to buy during
a calendar year. These expressed intentions involve wishes and
hopes which are sometimes not realistic and are always open to the
possibility of change, but in some cases, at least, they represent a
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joint expression of willingness to buy and ability to buy. Within
each of these major categories the most useful information concerns
trends, that is, trends on ability to buy, trends on willingness to buy,
and trends on plans to buy.4

The content of these categories and the reasons for including the
particular information gathered are set forth below. There follow a
discussion of the method of combining the several types of data,
and some remarks about methods of testing the validity of the
material for purposes of forecasting. The latter topic is treated in
more detail, for a part of the data, in the second section of this
paper, and for the data as a whole in a separate paper by Irving
Schweiger, elsewhere in this volume.

The problem of estimating the relative importance of the factors
mentioned cannot be solved satisfactorily with the available data
and is not discussed here. The emphasis, rather, is on what types of
data are used.

It should be noted that the period with which we are concerned
is the calendar year. We interview in January and February, and
inquire about individuals' income for the preceding year, their bal-
ance-sheet situation and attitudes at the time of interview, and their
plans and expectations for the remainder of the year. We compare
these data for earlier years; using interviews
one year apart. A year is a period commonly used for accounting,
and hence it has great advantages for the study of past behavior,
particularly of past income. For the study of the future, however,
it is an arbitrary inteiyal, and it may well be that in making projec-
tions a period or periods of different length should be used. The
data discussed below suggest that a shorter future period would be
appropriate for some purposes.

1. ABILITY TO BUY

The first major type of data on consumers' intentions has to do
with individuals' ability to buy. The data about ability to buy fal.l
into the three familiar categories of income, assets, and debts.

The basic information about income obtained by the Surveys is
embodied in the income distribution. Trends in median and mean
income and in the proportion with very low incomes are computed

4The word "trend" as used here refers simply to the comparison of the tin-
adjusted results of repeated interviews. It implies comparability in questions
asked, methods of sampling, etc. This use of the word is in contrast to that in
discussions of secular trends in the economy.
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(see table 1) Changes in the income distribution from year to year
must be interpreted in relation to changes in the prices consumers
pay, information which is not gathered by the Surveys, but is avail-
able.

More elaborate data from the Surveys can be used to fill in the
picture of consumers' income. For example, income distributions are
prepared for occupational groups. With our present subjective
methods of combining different types of data, however, it is diffi-

TABLE 1
Distribution of Spending Units by Money Income, 1947-1950

Annual Money Income :

before Taxes .

(dollars) 1947 1948 1949 1950

Under 1,000 14
Per Cent

12 14 13
1,000to 1,999 22 18 19 17
2,000to2,999 23 23 21 19
3,000 to 3,999 , 17 20 19 19
4,000to4,999 10 12 11 12
5,000to5,999 9 10 11 14
7,500 to 9,999 2 2 2 3

•

10,000 and over
All income groups

3
100

• 3 3
100 100

3,562
Number of Cases
8,510 3,512

Dollars
3,415

Median income 2,580 2,840 2,700 3,000
Mean income 8,290 3,450 8,270 3,520

Source: Survey of Consumer Finances.

cult to make effective use of distributions segments of the popu-
lation in overall projections of demand. It is helpful in interpreting
the general income distribution in a given year to compare it with
the allocation in the previous year. For example, if incomes generally
are higher in a given year, one is fortified in the conclusion that
consumers' ability to buy is higher if both savings and durable goods
expenditures rose with income (see tables 2 and 3). Median net
savings are a useful measure for this purpose, or one may look at
the proportion of the population who were positive savers. Similarly,
median expenditures for durables, taken together with the trend in

The information presented in this table, and in most of the following tables
in this section, has been published already in the Federal Reserve Bulletin.
The tables are repeated here to illustrate the discussion in the text.

889
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TABLE 2
Distribution of Amounts Saved by Spending Units, 1947-1950

Savings
(dollars) 1947

.

1948 1949 1950

Per Cent
Positive savings 61 60 57 58

2,000 and over 5 5 4 5
1,000to 1,999 7 7
500to999 9 11 11 11
200 to 499 • 13 14 13 13
100to199 9 8 8 8

1to99 18 15 14 12

Zero savings 8 6 6 7

Negative savings

1to99
27

6

29 33
6 7

31

5

100to499 11 11 13 14

500 and over 10 .12 13 12

Not ascertained 4 5 4 4

All savings 100 100 100 100

3,562

Number of Cases
3,510 3,512

Dollars

3,415

Median amount saved 60 75 60 90

Source: Survey of Consumer Finances. For a list of the component elements
entering into the definition of saving used here, see Appendix to "The Distri-
bution of Consumer Saving in 1948," Federal Reserve Bulletin, January 1950,

pp. 38-34.

TABLE 3

Distribution of Purchases of Durable Goods by Spending Units, 1947-1950

Purchases 1947 1948 1949 1950

Per Cent
Bought one or
Did not buy

Total

more durablesa 35
65

100

39 40
61 60

100 100

42
58

100

Median expenditure

3,562

of buyers 200

Number of Cases
3,510 3,512

Dollars
250 250

3,415

280

a Includes radios, television sets, refrigerators, furniture, washing machines,
stoves, and other electrical appliances.

Source: Survey of Consumer Finances.
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the proportion who bought at least one durable good, may serve to
indicate the level of purchases. If incomes rose, but the proportion
of positive savers fell and median expenditures for durables also
fell, the increase in income cannot be taken as indicating improved
ability to buy. Evidently the increase was offset by price increases.
It must be emphasized that the data about income from the Surveys
are data about past income. They indicate the situation at the be-
ginning of the period which is to be covered in a projection. Strictly,
past incomes are relevant to the future only to the extent that they
influence willingness to buy in the future.

The basic information about consumers' assets is incorporated in
the distribution of liquid asset holdings. The higher the median
holding, and the more individuals with at least some liquid assets,
the better are people able to buy (see table 4). However, changes

TABLE 4
Distribution of Liquid Assets of Spending Units, 1947-1951

Total Holdings of
Liquid Assetsa

(dollars) 1947
.

1948 1949 1950 1951

.

None 24
Per Cent

27 29 31 28
.

ito 499 26 27 28 27 30
500 to 1,999 •28 24 22 20 23
2,000to4,999 14 13 12 13 ii
5,000 and over 8 9 9 9 8

All holdings 100 100 100 100

. 3,058
Number of Cases

3,562 3,510 3,512
Dollars

3,415

Median holdings of those
with liquid assets

Median holdings of all
spending units

890

470

820 790 810

350 300 250

710

300

"Liquid assets" exclude currency, but include U.S. government bonds,
savings accounts, and checking accounts. Holdings are estimated as of the
time of interview, that is, in January-February of the years indicated.

Source: Survey of Consumer Finances.

in prices influence the real value of liquid asset holdings just as they
influence real incomes. In estimating changes in real income, it is
possible to use the Consumer Price Index, at least for large segments
of the population. No price index exists, unfortunately, which is
properly weighted forestimating the real value of consumers' liquid
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asset holdings. The Consumer Price Index uses, in calculating
weights, information about the allocation of consumers' incomes
among various goods and services. A similar index for liquid assets
would require information about the allocation of withdrawals from
liquid assets among various goods and services, which is entirely
different from the allocation of income. When consumers draw down
their liquid assets, the Survey data indicate that a smaller propor-
tion of the total is spent for general living, expenses (food, clothing,
rent) than is true of expenditures out of income (see table 5). For
example, of spending units in the middle income group ($2,000-
$4,999) who reduced their liquid assets in 1950, only 30 per cent
indicated that any of the money went for food, clothing, or other
nondurables. Half mentioned medical expenses. If a "market basket"
approach were to be used in preparing an index for liquid assets,
the relative weight of the price of food and the price of medical
services would be different from their weight in an index developed
for the study of income.

The assets which consumers may employ in the purchase of goods
and services are not limited to their "liquid

assets be spent should include such items as
securities issued by government agencies other than the U.S. Treas-
ury, securities of private corporations, and hoards of currency, as
well as nonliquid assets. Information on the distribution of the
latter assets, with the notable exception of currency, is available
from the Survey but has not been used in making projections. The
method of analysis emphasizes changes in the situation of con-
sumers from one year to the next, and these distributions change
very little in the period of one year. Information about changes in
the distribution of holdings of currency might prove more helpful,
but the data have proved difficult, if not impossible, to collect.

Another aspect of consumers' ability to buy is their ability to bor-
row. Consumers'may make a given level of purchases by borrowing,
as well as by the use of income and liquid assets. The Surveys pro-
vide several types of data about consumer borrowing. The simplest
data are trends on the proportion of buyers using credit and on the
proportion of the purchase pric.e borrowed (see tables 6 and 7).
These data, however, represent a record of the extent to which
credit has been used rather than an estimate of the extent to which

6 Liquid assets, as defined and measured in the Surveys, include bank deposits
and U.S. government bonds.
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CONSUMER ANTICIPATIONS

it can be used. One can assume that the use of credit cannot become
more and more important year. after year, indefinitely, but that pre-
sumption is of limited use in a projection for one particular year.

A second type of data about consumer borrowing concerns the
total burden of consumer debt. If debt is not rising, or is rising less
rapidly than income, consumers may be able to borrow at the same
level or at a higher level. A rising ratio of debt to income may lead
to the opposite conclusion. Here, as with income and liquid assets,
the essential datum is the frequency distribution, either the fre-
quency distribution of total debt or, better, the frequency distribu-
tion of the ratio of debt to income. For example, if the Surveys
should show that in one year K per cent of the population had total
debt equal to or greater than their income, while a year later 2K
per cent of the population had total debt equal to or greater than
their income, this finding would suggest that consumers had been
borrowing at a higher rate than they could maintain. Their ability
to finance further purchases by more borrowing would be in doubt.
Actual data from the Surveys on trends in debt have not, unfor-
tunately, been fully comparable from year to

It hardly seems necessary to demonstrate here that information
about trends in the distribution of consumers' holdings of liquid
assets and of the burden of debts which they are supporting is rele-

TABLE 6
Method of Financing Durable Goods Purchased, 1947-1950

Method of Financing 1947 1948 1949 1950

Per Cent of Spending Units Who Bought
Durables Other than Cars

All items bought for cash
All items bought on installment
Some items bought for cash, some

items on installment

57 51 46 49
31 87 44 40

11 11 10 9
Not ascertained 1 1 a 1

Total 100 100 100 100
Number of Cases

1,286 1,384 1,405 1,471
Per Cent of Sample Purchasing Durables

Other than Cars
. 35 89 39 41

a Less than 0.5 per cent.
Source: Survey of Consumer Finances.
The durable goods included are radios, television sets, refrigerators, furniture,

washing machines, stoves, and other electrical appliances.
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CONSUMER ANTICIPATIONS

vant to projections of consumers' demand. In the authors' experience
few economists question the relevance of these data. l'he questions
at issue are rather: first, What other data are also relevant? and sec-
ond, How should the relevant data be combined?

2. TO B!JY

The next major type of information concerns individuals' "will-
ingness to buy." Consumers' estimates of their ability to buy include
both their appraisal of their own personal situations and their ap-
praisal of the general economic situation. A consumer certainly
may take into account his expectations as to the course of his in-
come in the future (see table 8). He may be influenced by any

TABLE8
Expectations of Income Change, 1950-1951

Expected Income Change 1950 1951

Will make more in current year •

Per Cent of All Spending Units

than in previous year • 30 89
About the same 43 35
Will make less 16 13
Don't know . 9 12
Not ascertained 2 1

Total . 100 100

.

. Number of Cases
3,512 3,415

Source: Survey of Consumer Finances. The question was: "Now for the cur-
rent year, 1951, do you (and your wife) think your income will be Larger, the
same, or smaller than in 1950?"

changes in his rate of income in the recent past. He will not limit
himself, however, to. looking at his dollar income. In estimating
whether he is better off than he was, a consumer may take into
account any kind of shift in his financial position, including changes•
in his estimated future liabilities, changes in the value of his assets,
and price changes (see tables 9 and 10). Many individuals whose
rate of income has increased over a year feel at the end of the
year that they are worse off than they were at the beginning, and
the reverse is also true. The trend in the proportions of the popu-
lation who fall in these deviant groups and the reasons they give
for their statements provide valuable sources of information on con-
sumer reactions to economic events (see table 11).
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TABLE 9
Subjective Evaluation of Personal Financial Position

Compared with Year Ago, 1950-1951

Evaluation of Financial Situation 1950 1951

Better off
Per Cent of AU

32
Spending Units

32
About the same 32 29
Worse off 34 37
Undecided, don't know 1 1

Not ascertained 1 L

Total 100 100

Number
3,512

of Cases
3,415

Source: Survey of Consumer Finances. The question was: "Would you say
you folks are better off or worse off financially now than you were a year ago?"

TABLE 10
Causes of Changed Financial Position of Spending Unit, 1950-1951

(percentage of units mentioning different factors)

1950 1951

Factors making for improved position
Wage or salary raise, promotion, shift to better job 20 30
More work, steadier work, overtime,

more members of spending unit working 8 11
Higher returns from business, farm, profession 3 6
Better net worth position, greater savings,

bills paid, house bought 10 11
Other factors 7 9

Factors making for less satisfactory position
Wage or salary cut, shift to poorer job 5 . .4
Less work, less steady work,unemployment,

less overtime 15 9
Lower returns from business, farm, profession 9
Higher prices, high cost of living 3 32
Increased expenses not due to higher prices 6 7
Other factors 10 14

Source: Survey of Consumer Finances. Based on answers to the question
cited in the footnote to table 9 and the question: "Are you folks making as
much money now as you were a year ago, or more or less?" Each of these ques-
tions is followed by a supplemental question such as "How is that?" or "Why
is that?"

Since a respondent may mention more than one factor, the columns add to
more than 100 per cent.

397.

S



T
A

B
L

E
 1

1

Su
bj

ec
tiv

e 
E

và
lu

at
io

ii 
of

 P
er

so
na

l F
in

an
ci

al
 S

itu
at

io
n 

at
 P

re
se

nt
 in

 R
el

at
io

n 
to

 a
 Y

ea
r 

A
go

w
ith

in
 G

ro
up

s 
W

hi
ch

 D
if

fe
r 

in
 P

re
se

nt
 E

ar
ni

ng
 R

at
e 

C
om

pa
re

d 
w

ith
 a

 Y
ea

r 
A

go
, 1

95
0-

19
51

E
va

lu
at

io
n 

of

A
ll

N
on

f 
ar

m
U

ni
ts

,a

A
ll

Sp
en

di
ng

U
ni

ts
,

Pr
es

en
t E

ar
ni

ng
 R

at
e 

C
om

pa
re

d 
w

ith
L

as
t Y

ea
r

M
ak

in
g

M
ak

in
g 

th
e

M
or

e 
N

ow
Sa

m
e 

N
ow

M
ak

in
g

L
es

s 
N

ow

Fi
na

nc
ia

l S
itu

at
io

n
19

50
19

51
19

50
19

51
19

50
19

51
19

50
19

51

B
et

te
r 

of
f 

th
an

 a
 y

ea
r 

ag
o

38
32

Pe
r 

C
en

t o
f 

Sp
en

di
ng

 U
ni

ts
 w

ith
in

 E
ac

h 
G

ro
up

70
53

22
15

10
10

N
o 

ch
an

ge
W

or
se

 o
ff

 th
an

 a
 y

ea
r 

ag
o

U
nc

er
ta

in
, d

on
't 

kn
ow

33 32
1

29 37
1

18
56

42
10

21
21

41
1

b
1

b

15
17

74
71

1
1

N
ot

 a
sc

er
ta

in
ed

1
1

1
1

b
2

b
1

T
ot

al
10

0
10

0
10

0
10

0
10

0
10

0
10

0
10

0

3,
03

1
3,

41
5

N
u
m
b
e
r
 
o
f

C
as

es
97

8
1,

60
7

1,
26

9
1,

13
8

78
9

60
2

a 
O

nl
y

no
nf

 a
rm

 s
pe

nd
in

g 
un

its
 w

er
e 

as
ke

d 
ab

ou
t p

re
se

nt
 e

ar
ni

ng
 r

at
e 

co
m

pa
re

d 
w

ith
 a

 y
ea

r 
ag

o 
in

 th
e 

Su
rv

ey
 m

ad
e 

in
 e

ar
ly

19
50

; t
he

re
fo

re
, t

he
 f

ig
ur

es
 f

or
 1

95
0 

ar
e 

ba
se

d 
on

 n
on

fa
rm

 s
pe

nd
in

g
on

ly
.

b 
L

es
s 

th
an

 0
.5

 p
er

 c
en

t.
So

ur
ce

: S
ur

ve
y 

of
 C

on
su

m
er

 F
in

an
ce

s.

03 00

0 z



CONSUMER ANTICIPATIONS

What is the evidence that people's perceptions of their ability to
buy are in fact related to their purchases? One type of substantia-
tion would relate these attitudes as expressed at the beginning of
the year to purchases made during the Another type consists
in showing the existence of a relation between these variables and
plans to buy as expressed during another portion of the same inter-
view. Let us examine some illustrations of the latter type of
evidence.

Table 12 shows relation between feeling "better off" than
a year ago and planning to buy. In the income group from $3,000

TABLE 12

Relation between Feeling "Better Off" and
Planning to Buy, within Income Groups, 1952

Per Cent Planning to Buy a C
Durable Good within Groups
that, Compared with a Year

Position Is:

ar or Other
Who Think
Ago, Their

Income in Previous Year
(dollars) Better Off Unchanged Worse Off

Under 3,000 . 34 18 19
3,000 to 4,999 41 30 29
5,000 and over 53 42 36

Source: Survey of Consumer Finances.

to $4,999, for example, of those who feel "better off" 41 per cent
plan to buy, while of those who feel "worse off" 'only 29 per cent
plan to buy. Similarly, table 13 shows a relation between both "mak-
ing more" money now than a year ago and expecting' to'make more,

TABLE 13

Relation between "Making More" than a Year ago, Income Expectations,
and Planning to Buy, within Income Groups, 1952

Per Cent Pla
Durable

nning to Buq a Car or Othe
Good within Groups Who:

r

Change
Rate since

in Earning
a Year Before

Expect to
Make More

Expect to
Make the Same

Expect to
Make Less

Making more now 45 33 33
Making
Making

the same
less

43
39

20
15

16
21

Source: Survey of Consumer Finances.
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on the one hand, and planning to buy, on the other. The popula-
tion is divided into nine groups in this table. First, each spending
unit was classified according to whether it is "making more," "the
same," or "less"; then each of these groups was divided according
to expected changes in income. The body of the table shows the
propOrtion within each of the nine groups who plan to buy. For
example, of those who are making more and also expect to make'
more, 45 per cent plan to buy, but of those who are making less
and expect a further decline, only 21 per cent plan to buy.

Another aspect of consumers' estimates of their personal situa-
tion is their underlying attitude toward their liquid assets. For ex-
ample, there may be changes in people's plans or lack of plans for
the use of their series E bonds. In fact there have been no funda-
mental changes in this area in the postwar period. A related possi-
bility is that continued actual and prospective price increases may
lead people. to believe that it is unwise to keep their money in
liquid assets (see table 14). Plans for the use of liquid assets be-
come particularly 'interesting at decision points, such as when bonds
mature.

Most economists will agree that it is important for the economy
whether consumers do or do not continue to hold liquid assets. The
point which is open to debate is the validity of the questions used,
a matter which might be investigated by reinterviewing spending
units to discover what they actually did with their maturing bonds,
for example. No such investigation has been undertaken.

Consumers take into account not only their personal financial
situation, but also the economic environment in which they live.
Their views of the situation in individual markets, and of the under-
lying economic situation in the country as a whole, may be relevant
to their purchases. Consumers' attitudes toward the present level of
prices and their price expectations are relevant here (see table 15).
Surprisingly, the data indicate little or no relation between con-
sumers' price expectations and their plans to buy or their actual
purchases. The available data on price expectations concern expec-
tations for a period of a year, and one may argue that a longer or
shorter period is relevant. The data also refer only to the direction
of price movement, and it can that more effort should be
put into estimating the magnitude of the expected change or the
assurance with which consumers predict that prices will behave in
a certain way. As matters now stand, however, the actual variations
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CONSUMER ANTICIPATIONS

in consumers' price expectations which we have found do not seem
to have much relevance to their purchases.

TABLE 15

Trend on General Price Expectations, 1949-1951

Price Expectations 1949 1950 1951

Per Cent of All Spending Units
Prices will (probably) rise 8 15 77
Prices will stay about the same;

don't know what prices will do
Prices will (probably) go down
Not ascertained

35
55
2

42
41
2

19
3
1

Total 100

3,510

100 100
Number of Cases

3,512 3,415

Source: Survey of Consumer Finances. The question was: "What do you
think will happen to the prices of things you buy in (1951 )?—Do you think
they will go up, or down, or stay about where they are now?"

Consumers' expectations of shortages and of changes in the qua!-
ity of available commodities also become relevant in periods of
impending shortages. In recent Surveys we have approached this
question by asking whether consumers think the present is a good
time to buy. The answers to this question tend to give an indication
of the importance attached to prices, shortages, quality of goods, and
other factors (see table 16).

Also closely related to whether consumers think that now is a
good time to buy is their opinion as to the general economic condi-
tion of the country. By this is meant whether they think times are
good now, how they see the present as compared with the recent
past, and their estimate of what movements are likely in the future.
People with optimistic expectations for the country are more
likely to plan to buy houses and durables than people with pessi-
mistic expectations. Attitudes about the state of affairs in the coun-
try as a whole are also related to consumers' estimates of their per-
sonal situations. For example, a man who anticipates a depression
in the near future is likely to feel insecure about his own income.
The investigation of consumers' reactions to general economic con-
ditions may lead into the study of their knowledge of economic
processes and their understanding of how the economic system
works.
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TABLE 16
Opinions of Buying Conditions and Reasons Given for These Opinions,

Early 1951
(percentage of spending units in the population)

Per Cent of
Per Cent of

Opinions and Reasons Population
Per Cent of
Reasonsa

Population for
Given Reason

Good or very good time to buy 32
Reasons given by those who feel

it Is a good time:
Shortages, present or expected 39 - 17
Prices going up, or not coming down 33 14
Quality good now, better than

itwilibe 7 3
People can afford to buy now 3 1

Taxes on goods will be increased 1

Personal situation good 2 1

Other supporting reasons 5 2
Subtotal 92

Reservations expressed ("It's a good
time but. . . .") 6 3

Reasons not ascertained 2 1

Total 100
Middle position: In some ways a good
time, in other ways a bad time to buy;
or it depends 13

Reasons why it a good time given
by those who take the middle
position:

• Shortages, present or expected 15 8
Prices going up, or not coming down 8 2
People can afford to buy now 3 1

Quality good now, better than
itwifibe 8 1

Other reasons good time to buy 5 1

Subtotal 34
Factors on which "it depends" (ac-

cording to some people who take
the midd'e position)

Depends on personal situation 38 7
Depends on other factors 2 1-

Subtotal 40
Reasons why it is a bad time

given by those who take the
middle position:

Prices are high; prices going up 16 3
Other reasons bad time to buy 9 2

Subtotal 25
Reasons not ascertained 1

Total 100
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TABLE 16 (continued)

Opinions and Reasons

,

Per Cent of
Population

Per Cent of
Reasonsa

Per Cent of
Population for
Given Reason

Bad or very bad time to buy 50
Reasons given by those who feel

it is a bad time:
Prices are high; prices going up 57 37
Quality is poor; emphasis now on

quantity 6 4
Personal situation bad 5 3
Shortages, materials needed for war 5 3
Conditions are uncertain 4 3
Taxes on goods are high 2 1

Too many regulations on install-
ment buying 2, 1

Buying would cause panic buying,
inflation, shortages 2 1

Bad times ahead, should save now 2 1

Price controls will keep prices from
rising 1 1

Bad time, other reasons 5 3
Subtotal 91

Reservations expressed 6 4
Reasons not ascertained 3 2

Total 100
Don't know 8
OTiinions not ascertained 2

Total 100

Number of cases 1,925 3,415

a The percentage distribution of reasons is given for each segment of the
population classified in the three major opinion

Source: Survey of Consumer Finances. The question was: ". . . looking at
things in general, do you. think it's a good time or a bad time to buy autos and
large household items?" After the respondent had expressed his opinion he was
asked, "Why?" About one-third of the respondents gave two or more reasons
for their Opinion, of which two are included in these percentages.

Table 17 indicates that there is a relation between thinking that
the present is a good time to buy cars and dürables and actually
planning to buy. For example, in the income group below $3,000,

• of who feel the present is a good time to buy 31 per cent plan
tà buy, but of those who feel that the present is a bad time to buy,
only 20 per cent plan to buy. A positive relation between feeling
that the general economic outlook is favorable and planning to buy
has been found repeatedly in the Survey.7 Since 1950, however, the

Katona, op.cit., table 32, p. 183. The same tabLe includes data show-
ing the lack of relation between price expectations and plans to buy.
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question about whether the individual expects good or bad times
for the country as a whole has been crowded out of the Surveys.

TABLE 17
Relation between Feeling that Now Is a Good Time to Buy and

Planning to Buy, within Income Groups, 1952

Income in

Per Cent
Car or

of Spe
Other

nding Units Plan
Durables within

Think that:

nine to Buy a
Groups Who

Previous Year Now is a Good Now is a Bad
(dollars) Time to Buy it Depends Time to Buy

Under 3,000 31 35 20
3,000 to 4,999 41 32 31
5,000 and over 48 43 41

Source: Survey of Consumer Finances.

Consumers' willingness to buy depends upon their needs and
aspirations, as well as upon their estimate of their economic posi-
tion. Investigation of consumers' wants leads to the consideration of
their present stocks of goods. Data about the level of stocks con-
sidered in isolation are likely to prove misleading. Consumers'
wants are capable of expansion, and anyone who assumes that the
proportion of the population who own some commodity will not
rise above a certain level can be mistaken. Data about stocks may,
however, be used for such purposes as to separate demand into two
components: demand for the first purchase of a particular type of
good, for example, the first purchase of an automobile by an indi-
vidual; and replacement demand, for example, trading in a car
bought used for a new car.

3. PLANS TO BUY8

The final category of data relevant to projections of demand is
data about cOnsumers' plans to buy cars, houses, and durable goods.
Strictly speaking, these data refer not to plans but to expected
purchases, since the questions ask whether individuals "expect to
buy" these items. Since what people expect to buy reflects both
what they are able to buy and what they wish to, these data are the

A discussion of the data on planning by consumers appeared in "Values and
Limitations of Consumer Financial Surveys for Economic Research," by R. A.
Young and D. McC. Holthausen, Federal Reserve Bulletin, March 1947.
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result of the interaction of all the factors just discussed. In a sense
these questions represent the direct approach to the problem of
projecting demand. If you want to know what a man is going to do,
one way to find out is to ask him (see table 18). You may discover

TABLE 18

Consumer Intentions to Purchase Automobiles,
Other Durable Goods, and Houses, 1948-1951

Attitude toward Purchase 1948 1949 1950 1951

Automobiles Per Cent of All Spending Units
Willbuya
Probably will buy, undecided

7 9 10
9 10 7

5
7

Do not plan to buy 84 81 83 87
Not ascertained b 1

Total 100 100 100 100
Other durable goods

Will buya
Probably will buy, undecided
Do not plan to buy

16 17 19
11 14 9
72 69 72

20
7

72
Not ascertained b b b

Total 100 100 100 100
Houses (non farm)

Willbuya
Probably will buy, undecided
Do not plan to buy
Not ascertained

3 3 4
4 4 4

83 83 82
1) 1 1

3
5

83
1)

Farmer (question not applicable)
Total

10 9 9
100 100 100

9
100

. 3
Number of Cases

,562 3,510 3,512 3,415c

a Includes those who have already bought during the year. Since interviewing
takes place during both January and Februa.ry, about one month's actual pur-
chases are included in the "will buy" category.

bLess than 0.5 per cent.
c For 1951 the number of cases is 3,415 for houses only. For automobiles and

other durables the number is 1,927.
Source: Survey of Consumer Finances. The questions asked are: "Do you

expect to buy a house for your own year-round use this year, 19—?"; "Do
you expect to buy a car this year, in 19—?"; "Do you expect to buy any large
items such as furniture, a refrigerator, radio, television set, household appliances
and so on—during this year 19—?"

what he would like to do,. however, instead of what he actually
will do.

In reinterviewing persons who stated that they planned to buy
houses, cars, or other durables, we have found that there is a con-
siderable degree of agreement between what an individual says he
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plans to buy or expects to buy and what he actually buys in the
ensuing year. The evidence is complex; it is discussed at length in
the second part of this paper.

If individuals always made conscious decisions to buy a year in
advance, these data would be much simpler than they are. What is
required for a simple interpretation is that the individual find him-
self in a situation where he is impelled to make a choice, to make it
at a conscious level, and to make it far in advance of the consequent
action. In some cases these requirements are met. In others none of
them may be met. That is, no choice may be involved as the individ-
ual sees the situation, the essential processes may be subconscious,
and the development of forces leading to the act of purchasing may
occur immediately before the act. The answers to the questions
about buying intentions, therefore, come from individuals in quite
different psychological situations. These differences are not neces-
sarily revealed by differences in the verbalizations used in the
answers.

Trends from year to year tend to avoid some of the difficulties
impliáit in this situation. More people say they are thinking of buying
a home at the beginning of a year than actually will buy. (Compare
table 18 with table 19.) That fact, however, is of secondary interest.

TABLE 19
Actual Purchases of Houses (Nonfarm), 1948-1950

Buyers 1948 1949 1950

New houses
Per
1.5

Cent of All Spending
1.2

Units
1.5

. Old houses
Total buyers

3.1
4.6

1.9
3.1

2.7
4.2

3,502
Number of Cases

3,510 3,512

Source: Survey of Consumer Finances.

One should study the trend from year to year in the proportion who
plan to buy homes rather than the absolute level of the proportion.
The critical question is whether an increase or a decrease occurs in
the level of consumers' intentions.9

The assumption involved in studying trends from year to year is
that the same proportion as in earlier years of consumers who say

See also the discussion of planning. by consumers in Katona, op.cit., pp.
64-69.
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they do or do not expect to buy are accurately foreshadowing their
behavior. In other words, we assume constancy from year to year in
the elements which lead some consumers to understate and others
to overstate their intentions.

This assumption is closer to the facts than the assumption that
the proportion who do buy will turn out to be exactly equal to the
proportion who say they will buy. Nevertheless, there 'is strong
reason to believe it will not always be proved correct. The best
method we have of assessing the meaning of trends in expected
purchases is to study the underlying factors, consumers' basic ability
to buy and willingness to buy.

There are great advantages, then, in interpreting the data on ex-
pected purchases in relation to the other data from the Surveys. All
the data—consumers' ability to buy, their willingness to buy, and
their expected purchases—should form a consistent picture. To the
extent that this internal consistency appears in fact, One can have
confidence in the conclusions drawn. For example, if a much larger
group of people should plan to buy in one year than a year earlier,
but people's ability to buy appears weaker, doubt would be cast on
the carrying out of the plans. On the other hand, if ability to buy
is at a lower level,, but plans to buy decline and consumers regard
the present as a bad time to buy, the findings form a consistent
picture.

By way of summarizing to this point, it may be useful to list the
variables we have been discussing in the scheme for analyzing con-
sumer demand. The principal variables are as follows:

I. Ability to buy
A. Trend in distribution of income

1. Trend in median income
2. Trend in proportion with very low incomes
8. Trends in allocation of income—proportion of positive

savers, proportion of durable goods buyers
B. Trend in distribution of liquid assets

1. Trend in median
2. Trend in proportion with no liquid assets

C. Trend in ability to borrow
1. Trend in use of borrowing in past purchases
2. Trend in ratio of total consumer debt to incomes

a Not covered at all or covered only in part in the Survey of Consumer
Finances.
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H. Willingness to buy
A. Trend in perceptions of own ability to buy

1. Income expectations
2. Feeling of being financially "better off"
3. Attitudes toward liquid assets—plans for their use, effect

of price changes on their value
B. Trend in perceptions of the general economic situation

1. Expected prices
2. Evaluation of the present as a time to buy
3. Evaluation of the past, present, and future of the general

economic situationa
C. Trend in wants and needsa

1. Stocks in relation to wantsa
III. Plans to buy

A. Trend in proportion planning to buy different goods
Not covered at all or covered only in part in the 1951 Survey of Consumer

Finances.

Given this list of variables, one should not restrict one's self to
simple trends in the frequency distribution for each variable. Inter-
relations among the variables are important both in setting up and
revising the analytical scheme, and in applying it. In setting up the
scheme We have studied the question of what variables are corre-
lated with past purchases and expected purchases. In applying the
analytical scheme several types of functional relations are useful.
The relation between measures of ability to buy and plans to buy
may be enlightening. If the same proportion of the population plans
to buy cars in one year as in the previous year, is there any differ-
ence in the ability to buy of the two groups? Comparing the in-
come distributions of the prospective buyers for the two years may
help answer this question (see table 20). In practice these distri-
butions have not differed from year to year. But if and when they
do differ for well-established goods, the differences will suggest
differences in ability to buy.

Within the analytical scheme, interrelations among variables may
also be used to test hypotheses about shifts in the characteristics of
people who demand particular goods. One may be interested, for
example, in following the change in the income distribution of pros-
pective television buyers. Note that the meanings of a shift in the
income distribution of prospective purchasers are different for a
new commodity, such as television, and a commodity which has
been available for some time, for example, automobiles. One may
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also be interested in long-run shifts in a market resulting from such
forces as the changing age distribution of the population, but shifts
of this sort are likely to be small in any one year and to be obscured
by sampling fluctuations.

TABLE 20

Distribution of Prospective Car Purchasers by Income, 1948-1951

Income (dollars) 1948 1949 1950 1951

Per Cent
• Under 1,000 3 4 4 5

1,000to 1,999 7 11 10
2,000 to 2,999 19 16 16 13
3,000 to 3,999 20 23 20 20
4,000 to 4,999 17 16 16 18
5,000 and over 84 32 33 34

Total 100 100 100 100

438
Number
499

of Cases
464 145

Source: Survey of Consumer Finances. This table includes those who actually
had bought a car in the month or so before they were interviewed in the
calendar year, and those who said they "definitely" or "probably" would buy
before the end of the year, but not those who were "undecided" about buying.

In applying the scheme it has also proved important to study
trends in the relations between certain attitudes. For example, the
trend in the relation between answers to a question about whether
an individual is making more money than he was a year ago, and
answers to a question on whether he feels that he is "better off"
than he was a year ago, is revealing. The principal factor which
tends to cause changes in this relation is popular awareness of the
impact of price changes. When prices are rising, there is a tendency
for a smaller proportion of those who are making more to say they
are better off. The inference as to the importance of prices is sup-
ported by the reasons people give as to why they are better off or
worse off than they were a year earlier.

It is also possible to use data from the Surveys to study the under-
lying structures of demand for automobiles, for houses, and, to some
extent, for the other durables. To the extent that the results of analy-
sis of the underlying structures of demand for individual items are
available they can be used to supplement; and hence to strengthen,
general conclusions about the level of consumers' demand. As the
complexity of the analysis increases, however, it takes more time
and more effort to complete the preliminary study. Nevertheless,
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this is one direction in which it would be possible to expand our
efforts in the future.

4. APPLICATION OF ANALYTICAL TECHNIQUE

As a means of summarizing the preceding discussion it might be
helpful to illustrate the application of the analytical technique to
the data for a particular year. Let us select 1951, the year of this
Conference. Consumer demand was high in the period following the
outbreak of the Korean war and prices of all kinds of commodities
rose. The Department of Labor's index of wholesale prices, for ex-
ample, reached a peak in March 1951, just after the survey was
taken.

The data on consumers' ability to buy early in 1951 showed only
modest changes from a year earlier. The distribution of income
shifted upward, with the median income rising some 10 per cent
to a level of $3,000 (see table 1). Since the sampling error of median
income is roughly $150 (at the 95 per cent level of probability), we
may infer that the difference of $300 in income between the
two years was not the result of chance fluctuations in the sample.b0
Prices had risen by about the same proportion over the year. The
proportion of consumers in the low income group below $2,000
showed a slight decline, from 33 to 30 per cent of all spending units,
but this decline must be interpreted in the light of the change in
the price level. The decline is large enough not to be attributable to
chance. A difference between these two proportions as large as 2.9
per cent might occur by chance, but the actual difference is 3.2
per cent.11

The distribution of liquid assets also showed only modest differ-
ences from the distribution for a year earlier. The proportion of
the population with no liquid asset holdings fell slightly, from 31
to 28 per cent, reversing a trend which had continued from 1947
through 1950. Again the difference is just large enough to be reliable.
As a result the median holding of all spending units tended to in-
crease, but there was a decline in the median holdings of all those
who had any liquid assets. The median for holders fell, in fact, from
$810 to $710. The sampling error of this difference has not been

10 The estimate of $150 must be taken as rough since it was made on the
basis of data for earlier years, but it is highly unlikely that new estimates would
be twice as high.

11 The yardstick of chance used here and in the following discussion is the
95 per cent level of probability.
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estimated specifically, in contrast to the situation with respect to
median income. But the decline of 3 per cent in the proportion with
holdings over $2,000 is reliable (see table 4).

The data on consumers' ability to borrow, as noted earlier, are
not entirely satisfactory. The proportion of purchasers of cars and
durables who borrowed in the year 1950 appeared to be running at
about the same level as the year before. Actually, the data indicate
that the proportion of car buyers who paid cash fell by 3 per cent,
while the proportion of buyers of other durables who paid cash for
all items rose by 3 per cent (see tables 6 and 7). No doubt these
average figures for the year obscured opposing tendencies from
periods before and after the introduction of credit regulations. By
and large, consumers' ability to buy in early 1951 was not too dif-
ferent from their ability to buy in early 1950.

Willingness' to buy showed a somewhat more complex picture.
Income expectations improved, with a third more expecting income
increases than a year earlier. The increase was from 30 to 39 per
cent, or three times as much as might be attributed to sampling
error (see table 8). People did not feel, however, that 'they were'
better off than a year earlier. If anything, a somewhat larger group
thought that they were worse off, in spite of the fact that almost
one-half the population said they were making more money than
they had a year earlier. The proportion reporting that they felt
"better off" was unchanged at 32 per cent, but the proportion feel-
ing "worse off" increased from 34 to 37 per cent, a reliable increase.
Of those who were making more only about half felt they were
better off, compared with 70 per cent the year before (see table 11).
Spontaneous mentions of high prices and the high cost of living as
factors which tended to make people worse off increased almost ten
times, from 3.5 to 32 per cent (see table 10). These changes, of
course, are far larger than could be attributed to chance.

People's attitudes toward their liquid assets proved to be under-
going only a slow change. The comparison here is over a two-year
period. There was an increase from 11 to 23 per cent in the pro-
portion thinking stocks and real estate were the wisest place to put
their money, while the overwhelming majority (69 per cent) still
preferred fixed value assets (see table 14).

Consumers' perceptions of the general economic situation changed
more rapidly. A large majority (77 per cent) expected price in-
creases in early 1951 (see table 15). These were not interpreted,
however, as meaning that the present was a good time to buy. On
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the contrary, only 32 per cent of the population felt that the present
was a good time to buy and more of these were concerned with
present or expected shortages (39 per cent) than with the price level
(33 per cent) (table 16). One-half of the population felt the pres-
ent was a bad time to buy, the remainder being undecided or am-
bivalent. Of those who felt it was a bad tune to buy, by far the
largest number referred to high prices.

Plans to buy reflected the cautious conclusions which emerged
from the data on ability to buy and willingness to buy. About the
same number of people were thinking of buying a house as a year
earlier, but they tended to be less certain that they would actually
buy. The proportion indicating definite plans fell from 4 to 3 per
cent. The unrounded difference is 1.2 per cent, or barely enough
for reliability. An equal and opposite movement occurred in the
proportion with less definite plans (see table 18). The proportion
planning to buy a car showed a definite decline from 17 to 12 per
cent of the spending units. The proportion planning to buy other
durables remained more or less unchanged at 27 to 28 per cent of the
population.

The general conclusion which emerges is that people felt they
were in about as strong a position to buy in early 1951 as they had
been in 1950, but they had real doubts about the wisdom of making
large purchases in 1951. These doubts were much more widely held
than the idea that one should convert everything into goods to ride
up with the inflation. Traces of the latter attitude may be found in
the answers to the question about the wisest place to put one's
money, but these answers must be considered along with the state-
ments about being "worse off" because of high prices and about the
present being a bad time to buy because of inflation.

Taken together, the data from the Survey suggested that con-
sumer demand would be somewhat weaker in 1951 than in 1950. In
other words, a decline in the volume of purchases by consumers
was indicated. This projection, like any other, was subject to the
possibility that forces not taken into account might change the
variables which entered into the analysis sufficiently to alter the
course of events. Ability to buy may change as a result of events in
other sectors of the economy. Willingness to buy and plans to buy
may change similarly. Forces in the consumer sector not taken into
account also may cause the projection to go astray. Since the possi-
bilities include any factors which may change willingness to buy,
its determinants, as well as the impact of forces in the other sectors
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of the economy on the level of income, must be taken into account.
Ultimately, we may hope to be able to say more than is now possible
about what invalidates projections for the consumer sector.

It is inherently difficult to validate as a whole .a method of analy-
sis such as that presented above. Certainly one should examine the
record of inferences drawn in the past. Since the paper by Irving
Schweiger elsewhere in. this volume is conôerned with this problem,
it need not be discussed here. However favorable the record may be,
there is always the possibility that events have moved in the right
direction for the wrong reasons. This possibility is
serious, as mentioned earlier, for projections based on one sector
considered in isolation.

The reinterviewing of identical economic units offers another tool
for the of projections which we have employed for the
study of one major . element in the analytical scheme, the data on
intentions to buy. The separate study of these data has proved en-
lightening for the method as a whole, though it does not constitute
a test of it.

C. Reinterview Data12

In practice, prediction of forthcoming purchases of durable goods
will generally be based on trend data derived from repeated inter-
views. However, one's understanding of the data is deepened by a
reinterview investigation of individual expectancies, abilities, and
fulfillments. This approach is the subject of this section. It is pri-
marily an exploratory look at sub jectivé expectancies as a predictive
instrument. Analytically, it is little more than a presentation of data,
but much of the confidence that is placed in the previously developed
schema arises out of analyses of this nature.

In the Surveys of Consumer Finances, data on expectancies re-
garding purchases of durable goods are only one item or element
in the set of those factors that offer some insight into the consumer
sector of the economy.

When one concentrates on "expectancies" (the resultants of needs,
wants, means, etc.) as a predictor, one is making several assump-
tions about the functions of the other elements in the situation—as
impediments or facilitators. Knowledge of their influence and rele-
vance is therefore important. Reinterviews with identical respond-
ents enable the investigator to check on the realization of expect-

12 Stephen B. Withey is primarily responsible for this section.
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andes by individuals and also the predictive value of aggregate
expectancy data, and to relate them to impeding or facilitating
factors.

On an a priori basis one would not expect all those expressing a
purchase expectancy actually to carry out their plans, even in a
period as long as a year. This is one reason why no attempt is made
in this analysis to develop equations for prediction of individual
behavior. The development of formulae for aggregate prediction
would require either repeat reinterviews or repeat interviews over
an extended period. .

There are many circumstances that would prevent realization of
even realistic expectancies. Such circumstances might be predicted
for a population on an actuarial basis if sufficient data were avail-
able. For events to work out as predicted for the population, the
miscalculations for individuals must more or less cancel out, or the.
bias must be known and therefore be correctable. The peculiar ad-
vantage of the approach through individual predictions is that it is
possible to go back to the people originally investigated and, by
studying in detail why some of the expectancies were fulfilled and
some not, gain some insight into the type of bias present in aggre-
gate predictions.

The Survey Research Center conducted reinterviews of this kind
in January-February 1949, a year after the original interview took
place, and in October 1949, nine months after the first interview.

The procedure followed for reinterview was to pick, by random
selection, a sample of the representative sample interviewed in the
first study. The reinterview sample was drawn only from urban
addresses. The identification of a house by a street name and house
number facilitates recontact identification. In rural areas one often
has to resort to house descriptions and these sometimes make re-
location difficult.

The reinterviews totaled 655 cases with the one-year interval and
590 cases with the nine-month interval. It is apparent that with such
small samples a valid check on some items bought by a very small
section of the urban population cannot be made. This is another
reason why no mathematical or statistical manipulations of the data
seemed to be warranted.

The following tables will include some absolute figures where the
number of cases is too few to permit the confident use of percent-
ages. Only the rare opportunity for a reinterview prompts the pres-
entation of so few cases. Further, there are so many variables réle-
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vant to the topic that the text will be kept to a minimum to permit
tabular presentation of the data. Much of the interpretation of the
tables is left to the reader, since in many cases it would be repeti-
tious to summarize the table in the text, and in other cases a larger
frequency would be needed before statistical treatment could clarify
the relations for interpretive insight.

From these studies data will be offered on: (1) ratio of aggregate
purchases to aggregate expectancies; (2) ratio of individual fulfill-
ment of expectancies to individual expectancies; (8) factors in ex-
pectancy realization or nonfulfillment, involving chiefly (a) period
of consideration of purchase and period involved in prediction;
(b) postponement of purchase; (c) imprecision in measured ex-
pectancies due to vagueness in the expectancy, imprecise measur-
ing instruments, and not interviewing the person most involved in
the decision; (d) miscellaneous factors such as illness, accident, and
altered circumstances; (e) financial and economic factors affecting
fulfillment or nonfulfillment.

Initially, the method used for measuring expectancies and certain
conditions at the time of the surveys will be summarily recalled. The
first problem that confronts the investigator and the one most sub-
ject to manipulative experimentation is the method of measuring
expectancies. The method used in the Surveys of Consumer Finances
has been the simple one of asking each respondent whether he
planned to buy the item during the coming year. The answer, re-
corded verbatim by the interviewer, is evaluated by the content
analysts and the reply categorized on a five-point scale of expect-
ancy, reading: definitely will buy; probably will buy; undecided;
probably will not .buy; definitely will not buy.

This method of measuring expectancies gives rise to the so-called
cutting-point problem. Should one assume that oniy those cate-
gorized as "definitely will buy" are actually going to purchase? If
not, should one include the entire "probably will buy" group in one's
prediction or a fraction of them? If a fraction, then what fraction?
The predictor needs to decide on some point on the scale, so that
persons above such a point are going to be regarded as future "pur-
chasers" and those below that point as "nonpurchasers." Or he has
to devise a formula with fractional predictions from each grouping.
The customary solution has been to present the entire scale and
base one's interpretation on trend data using the entire column. For
purposes of convenience in this analysis, the first two categories are
usually lumped together when the category "expect to buy" is used.
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The data for car purchases will be presented first and treated in
a much more detailed fashion than the data for other durable goods.
The most expensive consumer purchase is probably a house, but
since a realization of this expectancy involves a move, this cannot
usually be checked on an address reinterview study. The next most
expensive purchase—a car, particularly a new car—would seem to
be the area meriting major emphasis. It should be stressed, how-
ever, that at least on the first reinterview study, the one involving a
year interval, and that year being 1948, there was still a shortage
in the automobile market. There was not the freedom to purchase,
in terms of car availability, that existed in, say, 1950.

1. CAB PURCHASES

a. Ratio of aggregate purchases to aggregate expectancies. The
data indicate that prediction of the proportion making a purchase
of a used car is distinctly poorer than that for new cars. Tables 21
and 22 give percentages of identical spending units interviewed
twice.

TABLE 21
Comparison of Percentages of Spending Units Expecting to Buy and

Actually Buying Cars, First Reinterview Study

Definitely
Definitely,

or probably will buy new
probably, or undecided on buying new

5.8 )
7.9 Bought new 6.1

Definitely
Definitely,

or probably will buy used
probably, or undecided on buying used

2.9 'j

8.3
Bought used 8.7

Source: Survey of Consumer Finances. "Definitely will buy" and "bought"
categories both include the few cases of cars bought between January 1 and
the interview.

TABLE 22

Comparison of Percentages of Spending Units Expecting to Buy and
Actually Buying Cars, Second Reinterview Study

Definitely
Definitely,

or probably will buy new
probably, or undecided on buying new

6.7 1

9.3 Bought new 6.8

Definitely
Definitely,

or probably will buy used
probably, or undecided on buying used

3.8 1

55 Bought used 11.6

Source: Survey of Consumer Finances. "Definitely will buy" and "bought"
categories both include the few cases of cars bought between January 1 and the
interview.

b. Ratio of individual fulfillment of expectancies to individual ex-
pectancies. Tables 28 and 24 would seem to indicate that individual

417



CONSUMER ANTICIPATIONS

TABLE 23

Realization of Expectancies of New and Used Car Purchasers,
First Reinterview Study, 1948
(per cent of spending units)

Definitely Probably Undecided
Will Buy Will Buy about Buying

1948
Purchasing New Used New Used New Used

Do Not
Expect
to Buy

Bought new 57 32 7
Bought used 10 54 10 42 11 86
Did not buy 33 46 58 58 82 14

4
7

89
Total 100 100 100 100 100 100 100

Per cent of sample 4 2 1 1 8 a 86

a Less than 0.5 per cent.
Source: Survey of Consumer Finances.

TABLE 24
Realization of Expectancies of New and Used Car Purchasers,

Second Reinterview Study, 1949
(per cent of spending units) .

Definitely Probably Undecided .

Will Buy Will Buy about Buying
.7949

Do Not
Expect.
to BuyPurchasing New Used New Used New Used

Bought new 43 38 7 40
Bought used' 8 60 3 15 77
Did not buy 40 59 93 45 23

3
9
88

Total 100 100 100 100 100 100 100

Per cent of sample 5 3 2 1 3 2 82

Source: Survey of Consumer Finances.

predictions based on expectancy are, roughly speaking, equal for
new and used cars. The difference between the two lies largely in
the large number of persons buying used cars who did not report
any expectancy of purchase (see table 25).

These data seem to indicate that, there is no clear basis on which
to ignore or take into account the "undecided" group. The "definitely
will buy" group are more certain of realizing their intentions than
any other, but even in this group only about 50 per cent fulfill ex-
pectations.

Another way of analyzing the data is to examine the degree of
expectancy among those purchasing. This approach is presented in
tables 25 and 26. '
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This series of tables indicates that. there is a sizable group that
expected to purchase a new car but did not, and also a sizable
group that did not expect to purchase one but did. These two groups
whose expectancies were not confirmed are .the ones that are espe-
cially interesting for analysis.

TABLE 25
Breakdçwn of Expectancies among Car Purchasers,

First Reinterview Study
(per

Bought

Expectancy New Car Used Car

Definitely will buy new 2.4 0.4
Probably will buy new 0.4 0.1
Undecided about buying new 0.2 0.3
Definitely will buy used 0.8
Probably will buy used 0.6
Undecided about buying used 0.3
Do not expect to buy new or used 3.1 6.2

•

Total 6.1 8.7

Source: Survey of Consumer Finances.

TABLE 26
Breakdown of Expectancies among Car Purchasers,

Second Reinterview Study
(percent)

Bought .

Expectancy New Car . Used Car

Definitely will buy new 2.1 0.3
Probably will buy new 0.7 a

Undecided about buying new 1.0 0.3
Definitely will buy used 1.7
Probably will buy used . a

Undecided about buying used 1.3
Do not expect to buy new or used 3.0 8.0

Total 6.8 11,6

a Less than 0.5 per cent.
Source: Survey of Consumer Finances.

It would seem that prediction of individual behavior, with as
simple an instrument as was used, is somewhat futile if not naïve.
The approach which is obviously more fruitful and theoretically
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sensible is to regard the responses as measuring changes in inclina-
tions to buy.

c. Factors in expectancy realization or nonfulfillment. The avail-
ability of information in the interview schedule limited the study of
the factors selected to throw light on why intentions changed or
were realized. Among the factors chosen for study were those that
might offer insight into the nature, quality, worth, and strength of
the expectancy itself, and those that might operate in such a way
that a genuine expectancy either could not be carried out or was
fulfilled after the first interview.

The following questions were asked: (1) Do people plan a pur-
chase far enough in advance so that expectancies at one point in
time could be regarded as covering expectancies for periods as long
as nine months or a year? (2) How important is• the choice of re-
spondent in determining the expectancies of a family unit out of
whose budget the expenditure must be made? (3) To what extent
should expectancies be regarded as an ongoing psychological state
with realization postponed by prevailing and changing market con-
ditions or the financial situation of the spending unit? (4) What
sort of events intervene between the time of stated expectancy and
the time of purchase in such a way as to void the expectancy? (5)
What sort of factors lead to "unexpected" purchasing?

1. Period of consideration of purchase and period involved in pre-
diction. An obvious question relates to the time period covered by
the expressed expectancies. Is it too long, or too short? In. the second
reinterview study we asked about the month of purchase. The data
indicate that the expectancies reflect the majority of imminent pur-
chases (made within three months), while purchases after three
months or at least after six months tend to be largely those not ex-
pected at the time of first interview. This is predominantly true for
purchases of used cars. However, even first-quarter predictions for
individuals are better with new than with used cars (see tables

• 27 and 28).
Table 29 contains data on the length of consideration prior to the

purchase. The question used was, "How. long had you been con-
sidering buying a car?" and it was asked only of those who bought.
It is apparent that most used car purchases entail less than six
months' consideration. Furthermore, those who expected to buy and
bought tend to be persons who deliberated longer Over-the purchase

• than buyers who did not expect to buy.
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TABLE 27
Expectancy Related to Time of Purchase of New Car

in 1949, Second Reinterview Study
(per cent)

Bought New Car in:

Expectancy 1st Quarter 2nd Quarter 3rd Quarter

Expected to buy 81 36 26
Uncertain 9 24
Didn't expect to buy 19 55 50

Total 100 100 100
Distribution of purchasers 29 24 47

Source: Survey of Consumer Finances.

TABLE 28

Expectancy Related to Time of Purchase of Used Car
in 1949, Second Reinterview Study

(per cent)

Bought Used Car in:

Expectancy 1st Quarter 2nd Quarter 3rd Quarter

Expected to buy 44 2
Uncertain 10 10 10
Didn't expect to buy 46 88 90

Total 100 100 100
Distribution of purchasers 34 32 34

Source: Survey of Consumer Finances.

TABLE 29
Length of Time of Consideration of Car Purchase

for Specific Expectancy-Realization Groups, Second Reinterview Study
(per cent)

Did Not Did Not
Expected to Expect to Expect to

Length Of Time Buy New Car Buy and Butt and
of Consideration and Did Bought New Bought Used

Less than 1 month 21 35
ito 2months 11 10
3to5months 11 5 12
Gto 11 months 24 39 12
12 months or more 39 16 20
Ashorttime 5 3 2
A long time 11 2
Don't know 3
Not ascertained 10 4

Total 100 100 100

Source: Survey of Consumer Finances.

421



CONSUMER ANTICIPATIONS

Data are also. available on the degree or seriousness of consid-
eration of car purchases. Here again, those expecting to buy and
actually buying cars report more involvement and concern over the
purchase than the group who bought cars without previously ex-
pecting to do so (see table 80).

TABLE 30
Recalled Degree of Consideration Given Purchase

Plans for Various Purchasing Groups, Second Reinterview Study
(per cent)

Did Not Did Not
Expected to

Recalled Degree Buy New Car
of Consideration and Did

Expect to
Buy and

Bought New

Expect to
Buy and

Bought Used

Purchase followed careful
consideration 69 24 16

Purchase followed some .

consideration 26 50 47 -

No careful consideration 5 26 33
Not ascertained 4.

Total 100 100 100

Source: Survey of Consumer Finances.

2. Postponement of purchase. For an item as expensive as a car
it is probably easy to procrastinate for several months. Also, in 1948
there was considerable delay due to late deliveries and limited
availability of new models. Thus continued expectancies in spite of
nonpurchase become a possible explanation of nonfulfillment of
plans to buy.

A check on expectancies of persons previously expecting to pur-
chase but not doing so indicates that a sizable group stifi expected
to purchase a car, especially in the second reinterview study, which
involved only a nine-month interval (see tables 31 and 32).

8. Imprecision and vagueness in measured expectancies. In addi-
tion to the problem of the cutting point on' the five-item expectancy
scale and the problem of meaning and nuance in the words used by
the respondents that are the basis for classification, there is a prob-
lem of who should be interviewed to obtain the most valid informa-
tion on the expectancy for the spending unit involved. Usually one
would regard this key person as being the head of the spending unit.

That this problem cannot be ignored is shown by a comparison
of respondent similarity on the two interviews with expectancy
realizations in table 38. The group not fulfilling expectancies to pur-
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TABLE 31
Expectancies for 1949 of, Persons Thinking of Buying a New Car

in 1948 but Not Doing So, First Reinterview Study
(percent)

Expectancy to Buy to Buy in
New Car in 1949 1948 but Did Not

Definitely or probably will buy 31
Undecided 14
Probably will not or will not buy 49
Not ascertained 6

Total 100

Source: Survey Of Consumer Finances.

TABLE 32

Expectancies of Persons Thinking of Buying a New Car
in 1949 but Not Doing So, Second Reinterview Study

(per cent)

Expected to Buy in 1949
Expectancy to Buy New and Did Not in First
Car after October 1948 Nine Months of 1949

Definitely or probably will buy in 1950 71
Expect to buy in 1951 4
Expect to buy in next few years 7
Uncertain 9
Don't expect to buy 9

Total 100,

Source; Survey of Consumer Finances.

TABLE 33
Realization of Expectancies Related to Identity

of Respondents, Both Surveys
(per cent)

Interview on Each Occasion with:

Same Respondent
Different

Expectancy Head Not Head Respondent

Expected to buy new, did 82 18
Expected to buy new, did not 56 11 33
Did not expect to buy

Bought new 71 11 18
Bought used 62 29 9
Did'not buy 69 21 10

Source: Survey of Consumer Finances.

423



CONSUMER ANTICIPATIONS

chase has the highest frequency of "different respondents" on both
interviews.

An analogous problem is whether the expectancies were real
enough or general enough in terms of involving the whole spending
unit. A series of questions was used covering reasons for failure to
carry out purchasing plans. The leading question in the series asked
whether the respondent had planned such a purchase. The short
life of some expectancies, or the fact that recall is influenced by
subsequent developments, is reflected in the high proportion of
persons who did not recall the expectancies they had mentioned
nine months previously.

TABLE 34

Responses to Probe on Reasons for Nonpurchase of a New Car
of Those Not Buying but Stating Expectancy

(per cent)

Reasons for not buying
Prices too high 31
Did not need one as expected 18
Waiting for new models (made old one do) 5
Did not expect to buy 46

Totala 100

a Four per cent of sample.
Source: Survey of Consumer Finances. .

TABLE 35
Responses to Probe on Reasons for Nonpurchase of Used

of Those Not Buying but Stating Expectancy
(per cent)

Cars

Reasons for not buying
Price too high 16
Did not expect to buy 84

Totala 100

a Two per cent of sample.
Source: Survey of Consumer Finances.

Tables 34 and 35 show that among the persons who expected to
but did not buy a new car 46 per cent did not recall any such ex-
pectancy. In the similar group previously expecting to buy a used
car 84 per cent did not recall any such consideration. This may be
a matter of glib answers to interviewer, of repression, or of the
influence of subsequent developments.
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4. Miscellaneous factors. Tables 34 and 85 also include other
reasons why persons expecting to buy a car did not do so.

Whether one has a car, whether it is in good condition, the 'quality
of performance or appearance that one requires—all these are fac-
tors that could be relevant to expectancy realization. These factors
were not covered in detail in the questionnaire, but some relevant
data were obtained. A loose estimate of condition of car owned
previous to purchase was given by all those making a car purchase
in the period between interviews. The data so obtained indicate
that persons not stating an expectancy but nevertheless purchasing
tend to regard their cars as in better shape than other groups who
purchase (see table 36).

TABLE 36
Evaluation of Condition of "Old" Car by Purchasers

(per cent)

' Did Not Did Not

Condition of Old Car

Expected to
Buy New Car

and Did

Expect to
Buy and

Bought New

Expect to
Buy and

Bought Used

Very good
Fairly good
Middle positions

16
24

5
71
13

15
5

Fairly poor 16 5
Very poor
Did not trade in or sell an old

10
car 31

5
6

20
47

Not ascertained 3 8
Total 100 100 100

Source: Survey of Consumer Finances.

However, 70 per cent of those not expecting to buy a car who
later purchased a new one claimed, when they were asked why,
that they did so because their old one was in poor condition (see
table 37).

When respondents were asked how they happened to buy a car
at the time they did, their reasons showed that the emphasis was
on "need" (either through not having one or owning one in poor
mechanical condition), or chance, or lucky events. While it is true
that hardly anyone buys a car for reasons other than some type of
"need," those offered can be divided on the basis of major em-
phasis.
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TABLE 37
Rationale for Purchase Offered by Various Car-Purchasing Groups

(per cent)

Need One Good Deal,
Lucky
Chance, Total• Old One

Expectancy of None in Poor Wanted "Good Time" Fur-
Purchasers Owned Condition Onea to Buy Other chasing

Expected to buy,
bought new 21 . 50 19 10 100

Did not expect
to buy, bought .

newb 70 24 5 1 100
Did not expect

to buy, bought
used 20 36 2 33 9 100

a Refers to liking new models or prestige reasons; can include none owned.
b Only 15 per cent of this group did not own a car before purchase.
Source: Survey of Consumer Finances.

It seems that those who expect to buy new cars and do so are
persons who may not have cars or have cars in poorer condition
than those of the less predictable purchasers. They consider purchas-
ing for a longer period and more seriously.

Finally, there is no doubt that the price of the car was an impor-
tant factor in influencing the purchase of a used car. Considering
the number of cases involved, there does not seem to be any sig-
nificant difference between the expected and the unexpected pur-
chases of new cars. One can say with some confidence, however,
that the "unexpected" purchasers of new cars do not buy cars that
are any cheaper than those bought by people who state expectancies
(see table 38).

5. Financial and economic factors affecting fulfillment and non-
fulfillment. Tables 39 to 46 indicate the economic characteristics of
persons in differing expectancy or realization groups. The factors
selected include: level and change in income; level and change in
liquid assets; expected 1948 income; comparison of 1946, 1947, .and
1948 financial positions; and year model of car owned in 1947. This
analysis could be carried out in the first reinterview survey only.

From these tables it is apparent that the factors considered are
related in varying degrees to both expectancy and purchase. The
general picture seems to be that those whose financial, position was
stable or improved realized their expectancies and bought a new
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TABLE 38
Price of Car Purchased .by Varying Expectancy Groups

(per cent)

Did Not Expect to Buy a Car
Expected to Buy

Price of Car New Car, Did Bought New Bought Used
(dollars)

ito 500 35
600to 1,000 39

1100 to 1,500 9
1,600 to 2,000 58 37 12
2,100 to 3,000 37 42
3,100 or over 5
Not ascertained 16 5

Total 100 100 100

Source: Survey of Consumer Finances.

TABLE 39

Income of Various Expectancy and Purchase Groups
(per cent)

Expected to Did Not
Buy New Car Expect to Buy

1947 Income Bought Did Not Bought Did Not
(dollars) . New Buy Car New Buy Cara

Under 3,000 23 15 56
3,000 to 4,999 54 20 30 30
5,000 or over 44 57 53 13
Not ascertained 2 2 1

Total 100 100 100 100

a In this series of tables the last column is close to the total sample (about
90 per cent).

Source: Survey of Consumer Finances.

TABLE 40
Liquid Assets of Various Expectancy and Purchase Groups

(per cent)

Expected to Did Not
Buy New Car Expect to Buy

1947 Liquid Assets Bought Did Not Bought Did Not
(dollars) New Buy Car New Buy Car

Under 1,000 28 26 .28 63
1,000tol,999 . 13 11 18 12
2,000 orover 55 63 43 21
Not ascertained 4 11 4

Total 1.00 100 100 100

Source: Survey of Consumer Finances.
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TABLE 41

Evaluation of 1947 Financial Position of Various Expectancy
and Purchase Groups

(per cent)

Expected to Did Not
Buy New Car Expect to Buy

Evaluation of
1947 Financial Bought Did Not Bought Did Not

Position New Buy Car New Buy Car

Better off than 1946 40 51 26 26
About the same 54 26 52 37
Worse off than 1946 6 20 15 31
Not ascertained 3 7 6

Total 100 100 100 100

Source: Survey of Consumer Finances.

TABLE 42
Income Change as Measured on Two Surveys of

Various Expectancy and Purchase Groups
(percent)

Expected to Did Not
Buy New Car Expect to Buy

Income Change from Bought Did Not Bought Did Not
1947 to 1948 New Buy Car New Buy Car

Had an increase 63 43 63 55
About the same 12 9 20 13
Had a decrease 23 37 11 29
Not ascertained 2 11 6 3

Total 100 100 100 100

Source: Survey of Consumer Finances.

TABLE 43
Comparison of Expected and Actual 1948 Income

for Various Expectancy and Purchase Groups
(per cent)

Expected to Did Not
Buy New Car Expect to Buy

Expected and Actual Bought Did Not Bought Did Not
Income, Th48 New Buy Car New Buy Car•

Received more than expected 27 17 63 30
Received expected income 50 40 20 32
Received less than expected 17 32 4 22
Not ascertained 6 11 13 16

Total 100 100 100 100

Source: Survey of Consumer Finances.
In the first interview a question was asked about expected dollar income in

the following year. This figure was compared with the income reported in the
second interview.
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TABLE 44
Comparison of Liquid Asset Changes from 1947

to 1948 of Various Expectancy and Purchase Groups
(per cent)

Expected to Did Not
Buy New Car Expect to Buy

Liquid Asset Change Bought Did Not Bought Did Not
from 1947 to 1948 New Buy Car New Buy Car

Increase 50 46 37 32
About same 8 4 5
Decrease 30 43 37 88
No liquid assets both years 8 11 4 20
Not ascertained 4 18 5

Total 100 100 100 100

Source: Survey of Consumer Finances.

TABLE 45
Evaluation of 1948 Financial Position of
Various Expectancy and Purchase Groups

(per cent)

Expected to Did Not
Buy New Car Expect to Buy

Evaltiation of
1948 Financial Bought Did Not Bought Did Not

Position New Buy Car New Buy Car

Better off than in 1947 40 51 26 26
About same 54 26 52 87
Worse off than in 1947 6 20 15 31
Not ascertained 3 8 6

Total 100 100 100 100

Source: Survey of Consumer Finances.

TABLE 46
Year Model of Car Owned in 1947 for Various

Expectancy and Purchase Groups
(per cent)

Expected to Did Not
Buy New Car Expect to Buy

Bought Did Not Bought Did Not
Year Model New Buy Car New Buy Car

Postwar 36 40 42 6
Prewar 85 8 41 31
No car 25 46 15 81
Model not ascertained 4 6 2 2

Total 100 100 100 100

Source: Survey of Consumer Finances.
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car. In addition those who were "well off" and/or those whose
financial condition improved bought cars when they had not ex-
pected to do so. However, no single factor seems to be overwhelm-
ingly significant.

d. Analysis of pattern.s' of financial characteristics. No one factor
alone (i.e. income change, level of liquid assets, etc.) appears to
explain fully the failure to buy of persons expecting to buy a new
car or the unexpected purchase of a new car by persons stating no
expectancy. However, the possibility remains that a combination of
financial characteristics might serve as a complete explanation. For
instance, while a high 1947 income level alone may not insure that
a man who expects to buy a new car will do so, a high level of in-
come in 1947 combined with the same or higher level in 1948 may
make it possible to predict his purchase behavior.

The characteristics selected might be regarded as factors facili-
tating the purchase of a car if the need or desire for a car exists.
The idea behind the pattern analysis was not that all the listed fac-
tors must be present in each individual, but rather that a combina-
tion of some should be present. Financial improvement or stability
may result from various combinations of these factors. Moreover,
the presence of some factors may tend to compensate for the ab-
sence of others. For instance, if a person's income went up but his
assets did not, he might still be-'regarded as being in a favorable
situation for the purchase of a car. The factors used in the pattern
analysis were: (1) Had income of $3,000 or more in 1947. (2) Felt
his financial situation in 1948 was the same as or better than in 1947.
(3) Received expected income or more income than expected in
1948. (4) Level of income stayed the same or increased from 1947
to 1948. (5) Had liquid assets of $1,000 or more in 1947. (6) Level
of liquid assets stayed the same or increased from 1947 to 1948.

As table 47 shows, in 84 per cent of the cases persons who carried
out their expectations to buy a new car were found to have 1947
incomes of $3,000 or more and to feel that financially they were the
same or better off (factors 1 and 2). Along with these two conditions,
either they received the same or more income in 1948 (factor 4) and
the amount which they received was the amount which they ex-
pected or more than expected (factor 3), or they had $1,000 or
more in liquid assets in 1947 (factor 5) and had liquid asset stability
or increase in 1948 (factor 6). The 6 per cent who felt that they
were Worse off financially (factor 2 absent) reported meeting the
other conditional factors.
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TABLE 47

Pattern of Certain Chosen Characteristics in Persons Fulfilling
or Not Fuffihling Expectancies of New Car Purchase

(per cent)

Patterna

Expected to Buy New Car

Bought Did Not Buy

1,2,3,4,5,6
1,2,3,4
1,2,5,6
1,3,4,5,6

21
46 90
17
6

1 20

28
1 8

[ J
Other than above 4 69
Not ascertainable 6 3

Total 100 • 100

a A number means that the specified factor was present. The absence of a
number indicates absence of the factor; e.g. if the number 6 is absent, the level
of liquid assets decreased in 1947-1948.

Source: Survey of Consumer Finances.

Only 28 per cent of the persons who changed their minds about
buying had financial characteristics similar to the characteristics of
those who did buy. This group totals ten cases. One bought in Jan-
uary 1949, the orders of three did not come in, and two did not buy
because of illness and doctor's orders.

Further analysis of the financial characteristics of persons who did
not realize their expectations to buy (see table 48) revealed that the
majority of them had met financial reversals or were in poor finan-
cial condition, situations not found among any of those who ex-
pected to buy and bought a new car.

TABLE 48
Predominant Patterns of Financial Characteristics for Persons

Not Fulfilling New Car Purchase Expectancies
(per cent)

Received less income than expected, had income decrease, and
had either liquid assets under $1,000 or liquid asset decrease 23

Income decrease and liquid asset decrease 14
Less income than expected, liquid assets under $1,000, and

liquid asset decrease 8
Income under $3,000 (and prewar model car or no car) 23
Failed to buy for other than financial reasons 17
Pattern not ascertainable 6
Did not fit above patterns 11

Total 100

Source: Survey of Consumer Finances.
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An attempt was next made to find the financial patterns among
those who did expect to buy and bought a new car. The fol-
lowing financial characteristics were selected as con4itions under
which a person who did not expect to buy a car might change his
mind. It will be noted that they present a somewhat rosier financial
picture than do those used in realization of purchase expectancy.
(1) Income of $3,000 or more in 1947. (2) Respondent feels he is
better off financially in 1948. (3) Received more income than ex-
pected. (4) Received income increase from 1947 to 1948. (5) Had
liquid assets of $1,000 or more in 1947. (6) Had liquid asset in-
crease from 1947 to 1948. (7) Owned postwar model car.

In order to determine whether these factors had predictive value,
the frequency of their occurrence among those who did not expect
to. buy and did not was also tabulated. Table 49 indicates as well'
the data for people who expected to buy and did so.

It is not surprising that there are no larger financial differences
between those who bought "unexpectedly" and those who did not
buy. In the first place, reasons for not expecting to purchase a car
undoubtedly vary from respondent to respondent. Some may not
expect to buy because they do not think they will be able to afford
a new car. Others may not feel the need of a new car or may even
feel extremely attached to their old one. An unexpected increase in
income would not have the same effect on their purchase behavior.

A second factor, related to the first, is that equal financial improve-
ments on the part of those who felt they could not afford to buy a
car would not necessarily lead to equal facilitation of purchase.
Under circumstances a man with no responsibilities would be
more apt to change his mind and buy a car than a man with many
demands on him. It is also impossible for a respondent to predict
accidents or other needs for car repairs, and in the event they occur
his purchase expectations may change without any change in his
income or assets.

In a further effort to determine reasons for unexpected new car
purchases the interviews of the respondents in question were re-
investigated, with the following results. It was found that for 59 per
cent of such respondents there were obvious financial conditions
which facilitated the unexpected new car purchase, such as:

1947 or 1948 income of $10,000 or more 30 per cent
Received more than new car price on trade-in 7
Had saved the money for a car 4
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Income doubled unexpectedly 7
Unmarried, no dependents, income over $3,000 and

liquid assets over $1,000 7
Liquid assets over $10,000 in 1947 or 1948 4

TABLE 49
Predominant Patterns of Financial Characteristics for Persons Not Expecting

to Buy and Then Purchasing a Car Compared with the Distribution of
Identical Characteristics of Groups Fuffihling Expectancies

(per cent)

Did Not
Expect to Buy

Pattern a Car, Bought New
Did

Buy
Not Expect to
a Car, Did Not

Expected to Buy,
Bought

1,2,4,5,6,7 11 1 '

1,8,4,5,7 4 1 4
1,2,5,6,7 4 a 4
1,3,5,6,7 4
1,3,4,6,7 4 a 4
1,3,4,6 11 57 5 23 27
13,4 2 5 11
1,8,5 4 1

1,5,7 4 1

1,4,5 4 2
1,5 5 .

Total pattern
7 4

not ascertained 36b . 7 6
None of above patterns 7 70 67

Total 100 100 100

a Less than 0.5 per cent.
13 This high figure is due largely to uncertainty in respondents' answers on

3: "income expected."
Source: Survey of Consumer Finances.

It should be pointed out, however, that such conditions also existed
among those who did not buy.

Although these various factors and measures aid in understanding
the failure of one's predictions, they are not precise enough to enable
one materially to improve forecasting. Also some of the factors are
developments subsequent to the time of stated expectancy and need
to be predicted themselves. They serve as guides to the type of data
that might be collected and reflect the corelevance of background
variables of an economic nature.

2. PURcHASES OF OThER DURABLE GOODS

The Surveys of Consumer Finances also contain questions about
buying plans for refrigerators, furniture, radios, and, in the later
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study, television sets. These being smaller expense items, one would
expect that overall predictive efflciency on these would be worse
than that on autos—prediction, that is, from stated expectancy, not
trend data.

a. First reinterview study. The stated expectancies on these items
seem to be fulfilled about as frequently as car purchase expectancies.
However, more than twice as many persons bought radios as ex-
pected to do so and 46 per cent more bought furniture (see table 50).

TABLE 50

Expected and Actual Purchases of Durable Goods,
First Reinterview Study

(per cent)

Expected to buy

Radio

5.4

Refrigerator

6.4

Furniture

9.4

All Durables
Excluding Car

21.2
Actually bought 10.8 7.8 13.1 31.2

Source: Survey of Consumer Finances.

Along with the fact that many more people bought radios and
furniture than expected to do so, it should be noted that at least
half of those who expected to buy radios or furniture did not, and
44 per cent of those who expected to buy refrigerators did not do so
(see table 51). In the case of all three durables over 50 per cent

TABLE Si
Actual Purchase of Radio, Refrigerator, or Furniture

by Persons Expecting Definitely or Probably
to Buy, First Reinterview Study

(per cent)

,

Expected to Buy:

Radio Refrigerator Furniture

Bought
Did not buy

Total

47
53

100

56
44

100

50
50

100

Source: Survey of Consumer Finances.

of the purchases were made by persons who did not expect to buy
(see table 52). This is somewhat the same as in car purchasing (see
tables 25 and 26).
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TABLE 52
Degree of Expectancy of Purchase of Persons

Who Bought a Radio, Refrigerator, or Furniture,
First Reinterview Study

(per cent)

Bought in 1948

Expectancy Radio Refrigerator Furniture

Definitely expected to buy 20 29 29
Probably will buy 5 17 7
Undecided 2 1 2
Did not expect to buy 73 53 62

Total 100 100 100

Source: Survey of Consumer Finances.

When all durable goods are combined (excluding cars) the actual
purchases exceed the expected purchases by 46 per cent (see table
50). If persons who were undecided had been included among
those expecting to buy, the discrepancy would have been smaller
( see table 53 ).

TABLE 53

Degree of Certainty of Purchase of Persons Who Actually Purchased
Durable Goods, First Reinterview Study

(per cent)

Expectancy Radio Refrigerator Furniture

Definitely expected to buy 3.4 4.6
Did buy 2.1 2.3 4.0
Did not buy 1.3 2.3 3.0

Probably will buy 2.0 1.8 2.4
Did buy 0.6 1.4 0.9
Did not buy 1.4 0.4 1.5

Undecided about buying 0.9 0.9 1.2
Did buy 0.2 0.1 0.2
Did not buy 0.7 0.8 1.0

Did not expect to buy 93.4 92.4 89.0
Did buy 7.7 4.2 8.4
Did not buy 85.7 88.2 80.6

Not ascertainable 0.3 0.3 0.4

Total 100.0 100.0 100.0

Source: Survey of Consumer Finances.

b. Second reinterview study. Results obtained in the second re-
interview study are given in tables 54 to 57.
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TABLE 54

Expected and Actual Purchases of Durable Goods, Second Reinterview Study
(per cent)

All durables
Expectancy Radio Refrigerator Furniture Television excluding car

Expected to buy 4.2 6.0 10.5 3.8 24.5
Actually bought 4.5 8.3 11.3 3.7 27.8

Source: Survey of Consumer Finances.

TABLE 55

Degree of Certainty of Purchase of Persons Who Actually Purchased
Durable Goods, Second Reinterview Study

(per cent)

Expectancy Radio Refrigerator Furniture Television

Definitely expected to buy 2.3 4.8 7.4 2.0
Bought 0.8 2.3 1.9 0.8
Did not buy 1.5 2.5 5.5 1.2

Probably will buy 1.9 1.4 2.9 1,4
Bought 0.5 0.3 1.0 0.4
Did not buy 1.4 1.1 1.9 1.0

Undecided about buying 2.4 1.7 0.5
Bought 0.6 1.3
Did not buy a 1.8 0.4 0.5

Did not expect to buy 94.4 91.0 87.1 95.0
Bought 3.2 5.5 7.1 2.5
Did not buy 91.2 85.5 80.0 92.5

Various expectancies, will
buy before 1950 1.3 0.4 0.9 1.1

Total 100.0 100.0 100.0 100.0

a Less than 0.2 per cent.
Source: Survey of Consumer Finances.

TABLE 56
Degree of Expectancy of Purchase of Persons Buying

a Durable Goods Item, Second Reinterview Study
(per cent)

Expectancy Radio Refrigerator Furniture Televi.s ion

Definitely expected to buy 17 24 17 22
Probably will buy 11 3 8 10
Undecided 7 12
Did not expect to buy 72 66 63 68

Total 100 100 100 100

Source: Survey of Consumer Finances.
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TABLE 57
Actual Purchase of Durable Goods by Persons
Expecting to Buy, Second Reinterview Study

(per cent)

Expected to Buy:

Radio Refrigerator Furniture

Bought
Did not buy

Total

30
70

100

38
62

100

27
78

100

32
68

100

Source: Survey of Consumer Finances,

Table 58 offers data, showing a conflict between of
purchase and time within which the anticipation is most likely to be
fulfilled.

TABLE58
Expectancy to Purchase Selected Durable Goods Related

to Time of Purchase, Second Reinterview Study
(per cent)

Expectancy .

Bought Item in:

1st Quarter 2nd Quarter 3rd Quarter

Radio
Expected to buy 29 28 25
Did not expect to buy 71 72 75

Total 100 100 100
Refrigerator . .

Expected to buy 32 43 15
Did not expect to buy 68 57 85

Total 100 100 100
Furniture

Expected to buy 52 31 27
Did not expect to

Total
buy 48

100
69.

100
73

100
Television set .

Expected to buy 25 75 21
Did not expect to

Total
buy 75

100
25

100
79

100

Source: Survey of Consumer Finances.

Tables 59 and GO show that a large group of purchasers make up
their minds to buy durable goods in a very short period of time.
This finding may account for a large share of the discrepancy in the
fulfillment rates.
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TABLE 59

Length of Time of Consideration of Purchase of Selected
Durable Goods, Second Reinterview Study

(per cent)

Length of Time of Con-
sideration of Purchase

Item Bought

Refrigerator Furniture Radio Television Set

Less than 1 month 41 20 51 31
lto2months 5 11 14
Sto5months 6 12 8 8
6 to 8 months 8 5 13 17
9tollmonths 3 3 7
12 months or more 24 28 6 10
Shorttime 5 5 8 3

Don t know
8 10 11 10

Not ascertained 9 3
Totala 100 100 100 100

a All persons who purchased regardless of expectancy to purchase.
Source: Survey of Consumer Finances.

It should be noted that approximately one-third of the persons
who expected to buy refrigerators and furniture in 1948, and did not,
merely postponed their purchases and expected to buy these items in
1949. However, only 11 per cent of those who failed to purchase a
radio expected to buy it in 1949 (see table 61).

TABLE 61
Comparison of Expected Durable Goods Purchases Not Realized

in 1948 with Expected Purchases in 1949, First Reinterview Study
(per cent)

.

Expected to Buy in 1948
Did Not Buy:

and

Radio Refrigerator Furniture

Expected to buy in 1949 11 34 36
Did not expect to buy 85 58 58
Not ascertainable 4 8 8

Total 100 100 100

Source: Survey of Consumer Finances.

In the second reinterview study, expectancies were checked oniy
for the remainder of 1949. There were too few of those expecting to
purchase at the beginning of the year, and still expecting to purchase
in 1949, to merit tabular presentation.
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Very little can be discovered as to the reasons for failure on the
part of the respondents to buy the durable goods which they stated
they intended to buy. A comparison was made of financial character-
istics of persons who definitely expected to buy and did, and who
definitely expected to buy and did not; but for the most part the
differences between the two groups were too small, in the light of
the small number of cases, to be considered significant.

Persons who did not expect to buy and did compared with
those who did not expect to buy and did not, with not much more
success. Again, the differences between the two groups were, for
the most, part, not significant.

D. Conclusions

1. GENERAL CONCLUSIONS

1. Data on intentions to buy should be used with caution. Trends
and direction of change may be more significant than absolute per-
centage levels. The necessity of including other information at the
time the expectancy data are evaluated is borne out by thç analysis
in the section on repeated interviews and by the data from the re-
interview studies.

2. The analytical scheme outlined in the first section of this paper
cannot be validated by the available reinterview analysis. However,
these data do tend to support strongly the suggested approach to
the analysis of prospective demand through using data on ability
to buy and willingness to buy in conjunction with the intentions data.

3. The prediction, on an individual basis, of something as corn-
plexly determined as the purchase of a car over a period as long as
a year is a very difficult task. However, pessimism about individual
predictions should not imply pessimism about aggregate prediction
using a multivariate approach. This analysis has suggested points at
which the methodology might be improved.

4. A major predictive problem concerns purchasers without ex-
pectancies at the time if questioning. The relevance of economic
conditions to their behavior casts doubts on the assumption of a con-
stant ratio of such persons to expecters.

5. The reinterview analysis indicates that financial ability and
financial change influence fulfillment and nonfulfillment of expect-
ancy. It also demonstrates the difficulty of locating those unabstract-
ed items that explain many facets of fulfillment and nonfulfillment
of expectancies. However, even a simple combination of various
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factors without statistical weighting or mathematical formalization
indicates certain significant differences in the purchase and non-
purchase groups of expecters. In toto, these combinations of factors
offer an exploratory base for further development of the analytical
technique outlined in the initial section of this report.

2. RECOMMENDATIONS FOR IMPROVING TECHNIQ1JES

1. Ideally, the combination of variables into a single predictive
measure should be by. an objective method of mathematical manipu-
lation, rather than by a method that relies heavily on the subjective
weighting of factors by the analyst or interpreter. Future efforts
should be focused in that direction both in analyzing the consumer
sector of the economy and in attempting to combine data from that
area with data from other sectors. An index of ability to buy com-
bined with expectancies would be a small step in this projected
direction.

2. The intentions data are weak for radios and used cars in par-
tièular. The difficulty appears to be with low-priced items. This
suggests the possibility of limiting intentions data to high-priced
items in these categories.

8. The time interval of one year, covered by the intentions data,
appears to be too long. Exactly what the interval should be is not
clear, but it seems that, for example, a time period of six months
might be more appropriate for the prediction of new car purchases.
The results raise a question as to whether the interval should not be
varied for different commodities. The length of time to be covered
should also be studied in the light of the seasonality of purchase of
many of the items, e.g. refrigerators.

4. The present method of measuring intentions to buy should be
improved. Both higher reliability and higher validity should be
attainable from the adaptation of more refined techniques involving
information about the psychological and economic setting of ex-
pectancies, past behavior, locus of decision-making, etc.

COMMENT
ELMER C. Lehigh University

For the purpose of a limited analysis of consumer expenditures
the problems of forecasting are not .carried beyond the personal
sector into the interrelations with other sectors of the economy.
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Several different approaches are nOw employed to anticipate con-
sumer expenditures:

1. Consumer expenditures, classffied as durable, nondurable, and
services (and further broken down when possible), are projected
by naïve model methods, specifically tailored to the requirements
at each point of time, as a section in the pattern-of-relationship
method of forecasting (what Bassiè calls "statistical analysis" in his
paper) applied to gross national prOduct. This is currently an im-
portant working hypothesis.

2. Forecasts are developed from the level of disposable income
and knowledge of the consumption function. Such overall methods
have passed rapidly out of fashion in the last three years, partly as
a result of improvement in our analytical understanding and partly
from the irregularity in the movement that has been occurring in
consumer expenditures in relation to disposable income.

3. Forecasts on the basis of study of past consumer behavior are
used. Such studies are well illustrated by the Survey analysis of
ability and willingness to buy. I am not going to offer any criticism
of the work along this line that has been done at the Survey Re-
search Center, but I do enter a plea for greater coverage of con-
sumer behavior.

Consumer stocks represent an extremely important area that has
been ignored. One method of analyzing the behavior of consumer
stocks of durables is what is known as saturation analysis. This im-
plies a concept of a relatively fixed total market for an individual
product, a life curve to develop replacement demand (modified by
assumptions as to obsolescence), and the filling of new demand
(partly related to the flow of consumer income). Techniques need
to be developed to reflect the changes taking place in consumer
stocks of semidurables, notably clothing. I recommend that the Cen-
ter make experiments to see what can be done in this area. I think
on the whole the Center could profitably give more attention to the
study of individual commodities in analyzing consumer behavior.

One major aim in the study of consumer behavior should be the
separation of disposable income handled automatically from that
part spent or saved only after careful consideration. Contractual
saving and many food and service items fall in the former category,
and probably most durables and nonrecurrent expenditures such as
vacations fall in the second. But the Center should give us better
information on these points. Not only do we need a static classifica-
tion, but we need to learn about its dynamic variation. How do
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changes in income influence the automatic (what Katona calls
routine) items?

4. Surveys to determine consumer plans (or better, as Lansing
notes, expected purchases) constitute another approach. Unlike
other methods of forecasting consumer expenditure, this one de-
pends on what the consumer says he expects to do. The first prob-
lem here, I believe, is to define the area to be covered. The appro-
priate area seems to be the nonautomatic (nonroutine) or discre-
tionary type of expenditure. This can be more clearly identffied if
automatic expenditures are more carefully separated in studies of
consumer behavior. Within the discretionary area it would be useful
to try a classification of the degree of urgency of demand. How
closely does the urgency of demand tally with the reliability of ex-
pected purchases 'for various commodities?

The specific purpose of the survey of expected purchases is highly
important. It is stated that emphasis is on diagnostic analysis. I
understand this to mean that the surveys of consumer plans are in-
tended to interpret typical behavior, rather than dfrectly to assist pro-
jection. Again, it is held that the interpretation must rest primarily
on the time trend. The most important thing to be found from the
time trend is the cyclical shift in optimistic or pessimistic expec-
tations. This position is buttressed by the fact tha't admittedly the
expectation of any particular individual is quite' unreliable, while
the average trend appears indicative. What is happening would
appear to be a general social reaction to changes in income or psy-
chological attitude. The most fruitful questions therefore would ap-
pear to relate to ex ante income and liquid assets if we follow the
theory that these factors come closest to regulating shifting business
cycle psychology.

The aim of the authors is not to use, the expected-purchases study
to interpret consumer behavior in relation to the individual com-
modities considered, for they say that "the inference may be made
that if demand for houses, cars, and other durables will increase
in a particular year, total demand by consumers for goods and serv-
ices will increase for a given level of income." This would' appear
to be on the wrong track. If questions are to be asked about partic-
ular items of durable demand, is it not more to the point to interpret
the estimated changes as additional to the automatic (or routine)?
If all consumer expenditures are to behave similarly, perhaps we
can return to the general consumption function analysis.

On the, other hand, it is plausible that, where cracks appear on
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the surface of a continuation of a trend of consumer performance,
they are related to the behavior of particular types of expenditure
or saving. What is the best way to anticipate the demand for partic-
ular commodities? The role in this respect that surveys of expected
purchases can play is not clarified by appeal to the complexity of
economic motivation, for however complex it may be, consumers
do decide to purchase. If consumers plan purchases for the com-
modities in question far enough in advance, the Survey can help us
determine what influence consumer purchase of individual
ties has on economic change. Certainly the plans must be made at
least three months in advance to be of any help. We very much
need to know what the length of this planning period is for various
commodities.

In a survey of expected purchases, the difference between micro-
and macro- is important only in a psychological sense. The macro-
expenditures for individual commodities are merely the sum of the
micro- (but this is not true of savings). However, from the point of
view of social psychology, the intereffects of the plans of individ-
uals are extremely important. The fruition of plans to purchase is
probably more a social than an individual process. Until we under-
stand better the social process by which consumer plans are made,
perhaps we should limit our studies on expected purchases (or con-
sumer plans) to: (1) the length of the planning period for various
individual commodities which might be studied; (2) expectations
as reflections of consumers' optimism or pessimism in relation to
business cycle changes—largely feelings about income; (3) possibly
experiments to estimate consumer stocks; and (4) general method-
ological experiments.

JAMES TOBIN, Yale University

The annual Surveys of Consumer Finances place economists in
tremendous debt to the, Survey Research Center and to the Federal
Reserve Board. Not only do these Surveys add substantially to eco-
nomic information, but their design and analysis have already con-
tributed greatly to the methodology of empirical research in eco-
nomics, and we may look forward to even greater advances in the
future.

Moreover, the record of predictions made from the Surveys, set
forth both in this paper• and in Schweiger's paper, is impressive.
Lansing and Withey have, therefore, performed a great service in
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explaining to us how the Center interprets the data of the Surveys
for the purpose of making predictions. But they do not claim to
have given us the complete story, and we may hope for future
papers that wifi tell us more about the analytical scheme. What they
have given us is mainly a list of the factors they consider in making
a prediction. The weighting of these factors in arriving at a final
diagnosis appears to be a matter of judgment; although the judg-
ment appears to be good, it would be helpful to know more about
the weighting process.

The role left to good judgment may be illustrated by the authors'
treatment of the data on the "wisest place to put money" (table 14).
These show what strikes me as a substantial rise since 1949 in the
proportion of spending units preferring assets of variable money
value to those of fixed money value; it is especially pronounced in
the income groups who have the resources to make their opinions
count. The judgment of the authors was that this rise was less im-
portant than the fact that the proportion favoring assets of fixed
money value was still, in absolute terms, high. Consequently, in-
stead of interpreting this evidence as inflationary, they construed it
as anti-inflationary. This was good judgment, but the fact that it was
judgment is accented by the stress that the authors elsewhere place
on looking at changes from year to year rather than absolute levels.

The main methodological issue raised by the paper seems to me
to be the role, in short-term forecasting of consumer behavior, of
analyses of two kinds of information. One kind is information of an
cx post, realized nature concerning past consumer behavior. Its
analysis seeks to discover inductively relationships of predictive
value between consumers' actions and certain "objective" factors in
their situation. The other kind of information is of an ex ante, un-
realized nature, and concerns consumers' expectations, attitudes,
and intentions. Its analysis seeks to discover, no less inductively,
relationships of predictive value between such "subjective" data and
subsequent consumer actions. The issue is one of emphasis—no one
believes that either type of information should be completely dis-
regarded—and it has practical consequences in the distribution of
effort in the design and analysis of consumer surveys.

Consumer surveys are an important source of both kinds of in-
formation. Obviously they are practically the sole source of cx ante
data. Their importance as a source of cx post information we have
learned from the inadequacies of quantitative relationships based
on aggregate time-series alone. In an approach based on "objective"
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information, surveys are necessary not only to provide raw material
for the building of relationships to be used in prediction, but also,
as the authors point out, to permit the use of those relationships in
forecasting by supplying current information on the joint 'distribu-
tion of consumer units according to the relevant variables. The
methodological issue, therefore, is not whether consumer surveys
are to be used in short-term forecasting, but how they are to be used.

The Survey Research Center evidently believes strongly in the
inadequacy of cx post information and in the fruitfulness of gather-
ing and analyzing ex ante data. George Katona, in his recent inter-
esting and stimulating book, contrasts "mechanistic" attempts to
explain consumption behavior, by reference to "income, assets, age,
and similar 'objective' factors," unfavorably with explanations that
attribute significant influence to "subjective" factors. He asserts
that consumers make "genuine decisions" that can "influence eco-
nomic developments." In the present paper there is an early dec-
laration of faith that "consumers have a real freedom of choice as
to what they do with their income and assets."

The determinism—free will controversy is unlikely to be resolved
in the realm of consumer economics. In any case the issue may be
more philosophical than operational. No "mechanist" expects to be
able to muster enough "objective" factors to explain, completely the
actions of individual consumers, or even those of consumers in the
aggregate. It matters little whether the random error term in the
determinist's equation is taken to stand for omitted variables or to
allow for consumers' genuine spontaneity. Moreover, the objections
of the Center to "objective" empirical analysis of consumer demand
seem to be directed mainly against attempts to estimate unique re-
lationships between consumer expenditure and income, or between
expenditure and two variables, income and asset holdings. A more
inclusive conception of "objective" factors, although in principle
equally "mechanistic," would presumably encounter less objection.

One might hope that in short-run forecasting, in contrast to long-
run projection, systematic relationships derived from ex post infor-
mation could be dispensed with, altogether or in large part, by
substituting more direct prediction from the stated intentions of
consumers. As it has been put by others in these meetings, con-
sumers themselves could serve as our calculating machines, weigh-
ing the many factors that affect their spending decisions and coming

1 George Katona, Psychological Analysis of Economic Behat,ior (McGraw-
Hill, 1951), pp. 6, 69.

446



CONSUMER ANTICIPATIONS

up with the answer. This method might be both more reliable and
easier than the multiple correlations of an outside observer. I be-
lieve this hope to be illusory; consumers are not likely to be good
calculating machines.

Consumer purchases may be what we would like to predict. But
they will, in general, be influenced by variables exogenous to the
consumer sector. Some relevant variables will be capable of change
in the interval between interviews and the end of the period for
which predictions are desired; and to some or all of these, consumers
will react with no lag at all or with a lag shorter than that inter-
val. Consequenfly, the best that can be done is to predict relation-
ships between consumer purchases and the relevant current exog-
enous variables. It is the need to predict relationships rather than
variables that, in my view, makes it no less necessary in short-term
forecasting than in long-term projection to rely on inductive rela-
tionships between the realized actions of consumers and their
"objective" determinants. If a consumer says at the beginning of
the year that he plans to buy, or not to buy, a car, he gives no hint
of what he will do should his income rise, car prices change, or his
old car break down. (Note the evidence in table 43 in the Lansing
and Withey paper on "unexpected" car purchases by persons whose
incomes turned out to be higher than they had anticipated.) To
gauge the effects of such changes we must—since answers to hypo-
thetical questions are the most unreliable kind of anticipatory in-
formation—look elsewhere, and that means to past experience as
recorded in cx post information. What the "subjective" data may
tell us, however, is whether to expect actual car purchases to deviate
above or below their relationship to other "objective" variables as
derived from past experience. Such data are more likely to tell us
that than to tell us whether car purchases will be bigger or smaller
than last year.

A second factor limiting the usefulness of statements of the inten-
tions of individual consumers is the existence of types of expenditure
that are, in the aggregate, bound to occur every year, but are in-
herently unforeseeable by consumer units interviewed at the begin-
ning of the year. Such expenditures cannot be predicted except by
relationships based on cx post information, including aggregate
time-series. To give a ridiculously extreme illustration, anyone inter-
ested in predicting funeral expenditures for the coming year would
be better advised to consult vital statistics and data on past expendi-
turës than to ask consumer units their plans. Of more significance
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are the contributions to the demand for housing and household
durables of spending units that will be newly formed during the
year. These cannot be ascertained from interviews in January. An-
other example is the replacement demand for durable goods. No
individual owner of a ten-year-old car knows that his ancient vehicle
will break down during its eleventh year. But it is certain that a
good proportion of old cars will break down and place their owners,
regardless of the owners' expectations at the beginning of the year,
in the car market.

In the second part of their paper the authors expended consid-
erable ingenuity in explaining why car-buying plans stated at the
beginning of the year were or were not fulfilled. It occurred to this
reader that similar effort and ingenuity devoted to identifying the
differentiating characteristics, not of but of car-buyers,
might have led them by a more direct route to the ultimate goal of
being able to predict automobile demand. The data collected in the
Surveys over a number of years would, I imagine, permit an analy-
sis of car purchases in terms -of such factors as income (current and
past), assets, age of head of family, size of family, car ownership or
nonownership, age of present car, location, and occupation. It would
be of great interest to know whether ex ante information on car-
buying plans could add to the predictive value of such an analysis.2

The shift in emphasis for which I am arguing can be exemplified
by considering two findings of the 1951 Survey. One was that only
12 per cent of all spending units planned to purchase cars in 1951;
this was considerably lower than the corresponding percentages for
1950 (17 per cent) and all other postwar years (table 18). The
second finding concerned the aggregate size, and the distribution
by age of car and by income of owning family, of the stock of auto-
mobiles at the beginning of 1951. This showed that the proportion
of families owning cars, and the proportion owning new or rela-
tively young cars, exceeded for the first time the prewar proportions.
This was true both in the aggregate and throughout the income dis-

Either of these findings might lead, in conjunction with
other information, to the conclusion that, barring changes in exog-
enous variables, the market for new cars would be somewhat weaker

2 A reader interested in this question would find tables 39 to 46 more informa-
tive if they were turned around: if table 46, for example, gave the percentages
of owners of various models of cars and of nonowners who were in each of the
expectancy-action categories.

"1951 Survey of Consumer Finances, Part ii," Federal Reserve Bullqtin,
July 1951, table 7, p. 766, and table 8, p. 767.
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in 1951 than in 1950. The authors arrived at this conclusion with
the help of the first finding, and there is no evidence that they paid
attention to the second. Indeed, they are somewhat disdainful of
the use of data on stocks, which they associate with the assumption
that the market can be satiated. It is not necessary to deny their
assertion that consumer wants are capable of indefinite expansion
to believe that old durable goods are competitive with new durable
goods and that the size, age composition, and distribution of the
existing stock are relevant to the net newS demand.4

Another reason for questioning extensive reliance on ex ante data
is provided by the discrepancies between individual plans and re-
alizations shown in section C of the paper. The authors admit that
the usefulness of plans data depends on cancellation, in the aggre-
gate, of opposite errors concerning individuals. It depends also, they
say, on consistency over time in the relationship of actual purchases
to expectancies—as they put it, "constancy from year to year in the
elements that lead some consumers to understate and others to over-
state their intentions." Since these elements include unanticipated
changes in relevant exogenous factors, there is little basis for expect-
ing such constancy. I see no reason, either a priori or empirical, for
believing that there will be more constancy in propensities to under-
state and overstate than in the effects of such "objective" factors as
the age of cars on the road.

Surveys of consumer buying plans are not going to spare us the
necessity for exhaustive multivariate analysis of consumer behavior.
Consumer demand is not going to be explained adequately or pre-
dicted accurately by simple relationships, whether these relationships
involve cx post or ex ante information. Statistical data—micro-eco-
nomic as well as macro-economic, cross-section as well as time-
series, ex ante as well as ex post—can easily be misinterpreted in
terms of overly simple hypotheses. The authors are right to be scorn-
ful of efforts to relate differences in the behavior of spending units,
either intertemporal or interfamily, exclusively to differences in

This matter, like the genuine free will of consumers, is evidently one on
which the Center feels strongly. Katona, questioning the value of stock data,
points out that any salesman knows. that "the best prospects for new cars are
normally those who bought cars one, two, or three years ago, and the worst
prospects are those who have no cars at all (op.cit., p. 106). But the close
relationship between the new and used car markets cannot be ignored. The new
car demand of the owners of young cars is dependent on trade-in values; and
these depend on the demand for used cars by those who own no cars at all
or cars ready for the junk yard. Table 86 in the present paper shows the im-
portance in the market of those who did not trade in or sell a car.
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financial position. In survey data the effects of income and liquid
assets on consumer demand are obscured by and entangled with
(a) dynamic effects not revealed by a single cross-section, and (b)
effects of nonfinancial differences among families—age, occupation,
size, composition, location, etc. In the Surveys of Consumer Finances,
for example, the value of the numerous published tabulations relat-
ing some kind of behavior to income class is vitiated by high corre-
lation between size of family, or spending unit, and income. Even
year to year changes in the behavior of units with the same income
and asset holdings__on which the authors rely in assessing "ability to
buy"—.are difficult to interpret if there is a possibility that the samples
differ in respect to other relevant factors, such as family size.

We shall not make substantial progress in the prediction of con-
sumer demand until the many difficulties of kind are overcome
and relationships are derived that take account of the many varia-
bles affecting household behavior. In this task, as stated at the out-
set, consumer surveys must play a large part, and reinterviews of
identical samples can be especially useful. In applying these com-
plex relationships to the problems of short-run prediction the ex
ante information of consumer surveys should be very helpful.

REPLY BY MR. LANSING

Tobin and Bratt raise a number of interesting and difficult prob-
lems. There are several points at which further discussion than is
contained in the paper seems in order. Both Tobin and Bratt suggest
that further attention be paid to data on the stocks of durables. This
suggestion has much to commend it. We have never felt that infor-
mation about stocks should be ignored—stocks are mentioned, for
example, in the analytical outline under "willingness to buy." Further
investigations in this area should be part of our future work.

The type of analysis of which we are skeptical is that based on
what might be called a naïve satiation hypothesis. This hypothesis
in its simplest form runs as follows: If at a given point of time, such
as late 1940, x per cent of the spending units in the population
owned good A, it is unlikely that in 1952 the proportion owning
good A will rise above x per If one applies our analytical frame-
work to this problem, one first must ask, Have there been any
changes in ability to buy? and What has happened to real income,
to holdings of liquid assets, and to debt? The simple argument out-
lined above assumes: (1) real incomes have not changed, or, if they
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have, the income elasticity of demand for good A is so low that it may
be ignored; (2) liquid asset holdings of consumers have not changed,
or, if they have, these changes have no effect on consumers' pur-
chases of durables once a certain level of stocks has been reached;
(3) the credit position of consumers has not changed, or, if it has,
the changes may be ignored.

These are strong assumptions. Even if are correét, one must
still ask, Have there been any changes in "willingness to buy"?
"Willingness to buy" includes what we refer to as "wants, needs,
and aspirations," which coincide more or less with what economists
call "tastes." The, assumption that tastes have not changed becomes
especially dangerous when periods of a decade or more are involved.
Consumers' perceptions of their own ability to buy and their ap-
praisal of the economic situation also are subject to change. In our
view these factors can be of great importaiice, especially in the short
run, which is what is under discussion. Once again the naïve satia-
tion hypothesis assumes either that these factors have not changed,
or that they may be neglected.

Any comparison of stocks of durables over an extended period is
subject to the limitation that the nature of the good will change.
This point arises in analysis based on age distributions of durable
goods at two points of time. Differences in age may have a different
meaning. Take, for example, data on the age distribution of auto-
mobiles in 1940 and 1950. The cars on the road in 1940 included a
substantial number that had been built in the late twenties and
early thirties. The rate of change in the life expectancy of automobiles
continued to be rapid at least up to the time of universal adoption
of the all-steel body and roof, about 1936. Thus a ten-year-old car
in 1940, or even a seven-year-old car, was one with quite a different
life expectancy from that .of a car four or five years old. In 1950,
however, a ten.year-old car was less drastically different from a five-
year-old car. Thus a comparison of age distributions in 1940 and
1950 is not simple—an element of judgment may slip in.

It is a basic limitation of any approach through the analysis of
stocks that a small percentage change in stocks can lead to a large
change in output in any given year. For example, One may find that
45 per cent of the population own good A. Assume 50 million con-
sumer units in the population. If one estimates the "saturation level"

• at 50 per cent ownership, the implication is a total demand for A
equal to whatever may be necessary for replacement plus up to 5
per cent of 50 million, or 2.5 million, units. But if there is an error
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of five percentage points in the estimate of the "saturation level,"
that is, if the "true" level is known only to be between 45 and 55 per
cent, demand will be anywhere from replacement only up to re-
placement plus 5 million.

From a practical point of view the question must be raised of the
accuracy and validity of whatever data may be available. The only
data on stocks of durablés in the Survey of Consumer Finances in
1951 were those referred to by Tobin.1 The tables show the propor-
tion of each rural and each urban income quintile owning a car, and
the age distribution of cars owned. These data, as noted in the foot-
notes to those tables, are subject to important technical weaknesses
in addition to the conceptual problems outlined above. They in-
volve comparisons between surveys conducted by the Survey Re-
search Center and surveys conducted by the Department of Labor.
The surveys in question differ in definition of automobile ownership
and family unit, in universe covered, and in sampling methods. The
data as reported from the 1941 survey were not in the form shown
in the table; they had to be adjusted by a process of freehand graph.ic
interpolation. Finally, the sampling errors of the differences in the
proportion of owners in table 7 (which are incremental to any er-
rors from the sources just enumerated) amount to from 6 to 11 per
cent. In view of these technical problems, in addition to the con-
ceptual difficulties, it seemed appropriate to rely upon other data in
appraising the immediate outlook in early 1951.

Another topic discussed by Tobin is whether one should rely on
cx post or ex ante information. The difference, as he observes, is one
of emphasis, but there is probably also a real difference of opinion.
The argument seems difficult to settle on the basis of a priori reason-
ing. For example, there is no question that some types of expendi-
tures like funerals are inherently unforeseeable by the consumer
units interviewed and that the frequency of funerals should be pre-
dicted through the analysis of ex post information. An interesting
question is, What proportion of consumers' expenditures are of this
type? Even more interesting is this: Can the variation, in consumers'
expenditures from year to year be explained by the study of-such
expenditures?

It seems to us open to question whether the replacement demand
for durable goods has quite the autonomous and unpredictable char-
acter Tobin ascribes to funerals. Consider the most important of the

1 "Purchases of Durable Goods and Houses in 1950 and Buying Plans for
1951," Federal Reserve Bulletin, July 1951, tables 7 and 8.
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durables, automobiles. In the first place, a car that is going to break
down during a particular year is likely to have given some prelim-
inary indication of the approaching catastrophe. In the second place,
the actual course of events seems to be that cars do not collapse all
at once, like the one-horse shay. More commonly, the owner of a
dilapidated vehicle decides that the game is not worth the àandle
and trades his car a used car dealer for a slightly more modern
vehicle. The dealer then does the actual scrapping—or installs a re-
built engine. The date when the owner makes a last trade-in may
well be open to a certain amount of variation. He may elect to put
in a little more money and a little more effort and get the car to
cough along for a few more miles. Or he may decide a few weeks
or months in advance that the old car is good for only another 1,000
miles, and then he may elect to drive only 10 miles a week for the
next 100 weeks. But one point is quite clear: that the holder of the
used car, in the last miles of its life, is the only individual whose
demand for a replacement is stimulated by the possibility of com-
plete mechanical collapse. The individual who bought this car new
presumably traded it in after a few years' wear, when there was a
good deal of life left in it. In all probability he was the individual
(of all the owners of the car in its lifetime) who then bought an-
other new car. Replacement demand for new automobiles is only
indirectly connected with scrapping. The chain of events by which
a new car is turned out and an old one scrapped involves conscious
decisions on the part of several people. We feel it worth while to
explore the possibility that the individuals know in advance some-
thing about their decisions and can tell us something about them.

Bratt argues convincingly that we need to study the length of the
planning period for various individual commodities. We have made
some attempts in this direction, but we have been handicapped by
the limited number of cases we have had in our reinterview analysis
of people who bought particular items during a given year. The
data we do have suggest a good deal of dispersion in the length of the
planning period; that is, some people seem to plan for one length of
time and others for different periods without as much central tend-
ency as one might hope.

Another interesting suggestion made by Bratt is that we should
study more closely the distinction between automatic and nonauto.
matic consumer expenditures. This distinction plays an important
role in the thinking of people at the Center, especially that of Ka-
tona, and it may well be that further empirical investigations would
prove. fruitful.
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