Spending

Patterns Methodology

Analyze Consumers’ “Attitudes” to Sharpen Your
Market Research

If you're reading this document, you no doubt understand the value of consumer data as a powerful tool
for making better market decision. You no doubt already use consumer population segmentation data to
make smarter decisions regarding market selection, product development, and direct marketing. Now,
you're looking for even more insightful consumer data. STl: Spending Patterns delivers insight on consumers
that can take you to a whole new level of market targeting precision.

Consumer spending patterns are a powerful, yet often overlooked, tool that businesses use to assess
market potential and pinpoint consumers who are likely o purchase specific products and services.
Because STI: Spending Patterns is based on the most up-to-date consumer spending data collected by the
Bureau of Labor Statfistics, it gives savvy marketers the best possible insight available today on:

¢  What consumers are buying in specific geographic areas,
e How much they are spending in hundreds of relevant product and service categories, and

¢ What they have the potential to spend on specific product and services.

Overview of the BLS Consumer Data Collection Surveys

The Consumer Expenditure Survey (CE) program collects information from the nation’s households and
families on their buying habits (expenditures), incomes, and household characteristics. Data collection is
carried out by the U.S. Census Bureau under contract with Bureau of Labor Statistics. The program consists
of two consumer surveys: the quarterly interview survey and the weekly diary survey, each with its own
questionnaire and sample. The two survey components are designed to collect different types of
expenditures. Together they deliver important data that allows data providers to relate the expenditures
and incomes of consumers to the characteristics of those consumers.
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Pricing potential

If you build it, how much will
thev spend?

UNLIKE ANY OTHER CONSUMER
SPENDING DATA PRODUCT
AVAILABLE TODAY, STI: SPENDING
PATTERNS GIVES MARKETERS
CRITICAL INSIGHT INTO
CONSUMERS’ SPENDING
PATTERNS AND THEIR POTENTIAL
TO PURCHASE PRODUCTS IN THE
FUTURE. SO, WITH ONE PRODUCT
YOU LEARN NOT ONLY IF
CONSUMERS ARE CURRENTLY
SPENDING THEIR INCOME ON
PRODUCTS AND SERVICES
SIMILAR TO THE ONES YOU'RE
SELLING, BUT ALSO WHAT THEY
HAVE THE POSSIBILITY OF
SPENDING ON THOSE ITEMS OR
THEIR POTENTIAL TO START
PURCHASING NEW PRODUCTS.

FOR EXAMPLE, SAY THE AVERAGE
EXPENDITURE OF THE AVERAGE
HOUSEHOLD IN THE U.S. ON
MUSIC CDS IS $10, AND THIS
FIGURE WAS CALCULATED BASED
ON ATOTAL EXPENDITURE OF
$70,000 FOR CDS BY THE 7,000
CONSUMERS INTERVIEWED. BUT,
IN FACT, ALL OF THE CDS BOUGHT
WERE LIKELY PURCHASED BY ONLY
A PERCENT OF THE 7,000
HOUSEHOLDS INTERVIEWED. SO,
SAY 700 OF THE CONSUMERS
BOUGHT ALL

$70,000 WORTH OF CDS. THAT
MEANS THEY EACH SPENT $100
ON CDS IN A YEAR'S TIME. AS A
RESULT, YOUR TARGET CUSTOMER
MAY ALSO POSSESS THE
POTENTIAL TO SPEND $100 ON
CDS. GAINING THIS ENHANCED
INSIGHT INTO CONSUMERS’
POTENTIAL-TO-PURCHASE IS
SIGNIFICANT, BECAUSE IT
DELIVERS THE POWER TO HELP
YOU MAKE SMARTER MARKET
DECISIONS ON INTRODUCING
NEW PRODUCTS IN EXISTING
MARKETS AND MOVING INTO NEW
MARKETS.
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Methodology

The Quarterly Interview Survey

In the Interview Survey, each consumer unit is interviewed every three months over five
calendar quarters. In the initial interview, information is collected on demographic and
family characteristics and on the consumer unit's inventory of major durable goods.
Expenditure information is also collected in this interview, but is used only to prevent
duplicate reporting in subsequent interviews. Expenditure information is collected in the
second through the fifth interviews using uniform questionnaires. Income and
employment information is collected in the second and fifth interviews. In the fifth
inferview, a supplemental section is administered in order to account for changes in
assets and liabilities over a 1 year period.

The Interview Survey, which includes hundreds of detailed questions, is designed to
obtain data on the types of expenditures respondents can recall for a period of three
months or longer. These include relatively large expenditures, such as those for
property, automobiles, and major durable goods, and those that occur on a regular
basis, such as rent or utilities. Each consumer unit is interviewed once per quarter for five
consecutive quarters.

The Weekly Diary Survey

In the Diary Survey, respondents are asked to keep track of all their purchases made
each day for two one-week periods. Parficipants receive each weekly diary during a
separate visit by a Census Bureau interviewer. Respondents are asked to report all
expenses (except overnight fravel) that the consumer unit incurs during the survey
week.

The Diary Survey is designed to obtain data on frequently purchased smaller items,
including food and beverages, both at home and in food establishments,
housekeeping supplies, tobacco, nonprescription drugs, and personal care products
and services. Each consumer unit records its expenditures in a diary for fwo consecutive
one-week periods.

Because the two survey components are designed to capture different types of
expenditures, infegrating their data combines the important features of both. The
infegrated data provides a complete accounting of consumer expenditures and
income.

The Methodology for STI: Spending Patterns

The consumer spending surveys are released by the Bureau of Labor Statistics every
December. Synergos Technologies takes the thousands of individual surveys, enters the
consumers’ spending data info models, and the models analyze the expenditures
according to several factors. This modeling of spending patterns continues until it’s
possible for marketers to determine the typical spending habits for any household in the
u.s.

The predominant factors used to model the data are income, age, and geographic
regions. Other demographic factors are applied to the model, such as marital status
and children, but income, age, and region are the three dominate factors that have
the greatest impact on determining what people spend on specific products and
services, and what they have the potential to spend in the future.

>X< SYNERGOS

TECHNOLOGIES, INC.


http://www.popstats.com/

