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U-M CONSUMER SURVEY results are displayed prominently in leading U.S. newspapers and magazines.

Consumer Psychology Comes Of Age

g What psychological effect did
the 1959 steel strike have on
American consumer attitudes?

€ How well did prospective huy-
ers accept the U.S.-made compact
automobriles introduced last year?

CONOMISTS who used (o re-

gard such timely business
guestions as purely speculative
have found they now can get
meaningful answers for them.

The vagaries of American con-
sumer behavior no longer are
mysterious and incomprehensible,
thanks to refinements in the
methods of diagnosing business
trends through public opinion re-
search.

These studies have been pi-
oneered and developed over the
last 15 years by the University’s
Survey Research Center.

Using scientific random-sam-
ple interviewing techniques, the
U-M unit has earned a wide repu-
tation for accurately determining
and charting consumer attitudes
and forecasting their impact on
the nation’s economic climate.

This week the SRC released the
results of its latest probe into
consumer thinking and furnished
answers to the questions posed
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above while interpreting current
economic trends—the steel strike
has arrested the improvement in
consumer sentiment; public re-
action to compact cars is decid-
edly favorable.

Despite the experimental na-
ture of its early efforts, the SRC
has recorded some impressive ac-
complishments:

In 1951 it presaged the end of
the Korean War boom.

In 1954 it foresaw the dra-
matic upturn in business.

In 1957 it anticipated Lhe re-
cession which came about six
months later.

These findings, as illustrated
in the chart on p. 154, are the
more remarkable because the sur-
vey samples consisted of inter-
views with spokesmen from 1,800
to 3,000 consumer units out of a
national total of more than 55,-
000,000.

One patent value of the sur-
veys' is to show what is ahead on
the economic horizon, allowing
leaders in government and pri-
vate industry to prepare for fu-
ture prosperity or take sieps to

counteract incipient downward
trends. '
Every year, two or three sur-
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veys are conducted by the SRC
staff, which includes ahout 200
specially-trained interviewers liv-
ing in various parts of the United
States.

The data they collect are fun-
neled back to Ann Arbor for proc-
essing through the huge 1BM 704
electronic computer at the Uni-
versity’'s Computer Center.

When completed, the results
are expressed in an Index of Con-
sumer Attitudes and Buying In-
tentions which can be compared
with figures from earlier studies
to reflect the degree of change in
optimism or pessimism over a pe-
riod of time.

Armed with this information,
the SRC staff is in a position to
supply information about the di-
rection in which the economy will
be moving three to nine months
ahead.

Population samples are select-
ed by scientific methods devel-
oped at the University. After an
area has been chosen at random,
the focus shifts to the selection by
probability methods of specific
persons —heads of families—at
designated addresses. The inter-
viewees live in cities and towns
and villages and on farms and
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ranches scattered from coast to
coast.

If the person pinpointed for in-
terview is not at home, the SRC
interviewer often must return sev-
eral times to obtain the informa-
tion. Experience has shown this
is the only way to insure a true
representative sample, Substitu-
tion of respondents may contrib-
ute to significant errors and jeop-
ardize the precision of the sample.

The interviewers talk with the
head of the family in each in-
stance. Since many crucial buy-
ing decisions are now a woman'’s
province, interviewing is alter-
nated between husbands and
wives at the addresses picked for
the surveys.

Even though a fixed question-
naire is used, respondents an-
swer in their own words. In 60 to
90 minutes of conversation, the
interviewer gradually assembles
the whole pattern of a family's
hopes and expectations, fears and
attitudes.

During the talks, the interview-
er will find out how the subjects
feel about spending in general.
and for what items they are most
likely to spend their money.

“How do you people feel about
your situation right now?” he will
ask. and “Would you people say
that you and your family are bet-
ter off or worse off, financially.
than you were a year ago?”

He will also ask about prices—
whether the family spokesman
thinks they are too high, or about
right—and find out what the fam-
ily feels it needs most and wheth-
er it regards the present as a good
time to buy or whether it would
be best to wait.

Getting the family to look
ahead, he will determine future
expectations by asking if they will
be better off, financially, or worse
off, or just about the same as now,
a year later,

IRECTED by Prof. George Ka-
tona, the Economic Behavior
Program is the oldest of the re-
search programs conducted by
the SRC, one of two major com-
ponents of the U-M Institute for
Social Research.
The Survey Research Center
grew out of the Division of
Program Surveys of the U. S. De-
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partment of Agriculture. This
unit was formed in 1939 under
the direction of Dr. Rensis Likert,
now director of the U-M Institute
for Social Research, to conduct
sample interview surveys required
by the Department of Agriculture.

During World War II the staff
of the Division of Program Sur-
veys extended the range and vari-
ety of their work to include sur-
veys for a number of governmen-
tal agencies on a variety of prob-
lems related to the support of the
war effort.

After the war the key members
of this research organization set
for themselves new objectives
with an emphasis on the conduct
of research oriented towards the
solution of more basic scientific
problems than could be studied
effectively within the framework
of governmental administrative
service.

The University of Michigan of-
fered its resources and support to
the new venture in social science
research and the SRC was estab-
lished on the Ann Arbor campus
in 1946. Dr. Likert, Dr. Katona
and Dr. Angus Campbell, three of
the group’s leaders, formed the
nucleus of the new organization.

The Institute for Social Re-

search added its other major arm,
the Research Center for Group
Dynamics, in 1947,

Initial financial support of the
Institute consisted of a research
contract with a government agen-
cy and an understanding that the
University would provide housing
as well as some compensation for
teaching and related services.

Additional support was ob-
tained almost immediately, and
resources have been increasingly
available ever since to keep the
organization intact and produc-
tive.

PINION.research is a relative-
ly recent development in the
area of economic surveys.

In traditional economics, the
principal efforts are directed to-
ward the development of theories,
for instance, of business behavior
or the fluctuations of prices and
spending.

Traditionally, economists have
been concerned with the relation-
ships that exist between changes
in supply. demand, prices. in-
comes, consumption, saving, and
investment.

These approaches, says Prof.
Katona, “disregard the fact that it
is human beings who supply the
goods, make prices, strive for in-

AN INTERVIEWER questions a housewife to obtain data for one of the periodic
reports of consumer attitudes published by University’s Survey Research Center.
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TREND QF CONSUMER ATTITUDES, PERSONAL INCOME, AND DURABLE GQODS SALES, 1952-59
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THIS CHART shows the upturn of consumer attitudes
and expectations in 1954, before sales of durable goods
increased; a downturn in mid-1957 which preceded the
recession of 1857-1958; and the rapid recovery which
continued to the summer of 1959, when the steel strike

brought forth widespread uncertainty. The last point
on the index represents measurements between Nov. §
and Dec. 1, 1959, when work was resumed in the steel
mills but unemployment remained large and the strike
was not vet settled. (Survey Research Center chart.)

comes, spend, save, and invest
money. They leave out of the
equation human needs and de-
sires, hopes and fears, opinions,
prejudices, and misinformation.”

Before surveys were conducted,
he adds, “it was known, for in-
stance, how mnational income
changed from one vyear to the
next, but it was not known how
many families had an increase
and how many a decrease in in-
come, what kinds of families
these were or how they reacted
to their economic development.
Nor were there any data on
changes in attitudes.-and expecta-
tions, the frequency of such
changes or their causes or ef-
fects.”

In the SRC studies of consum-
er behavior, distinctions are made
among five sets of wvariables.
“First,” Prof. Katona explains,
“there are the enabling conditions
that set the limits to the consum-
er’s discretion: his income, assets,
and access to credit.

“Second, his economic behavior
is influenced by precipitating cir-
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cumstances: an increase or de-
crease in purchasing power, a
change in family status, the birth
of a child, a move to 2 new house
or locality, the wearing out or
breakdown of possessions, and
S0 on.

“Third, there is the important
factor of habit: the set patterns
of behavior that operate, for in-
stance, in such matters as the
purchase of groceries.

“Fourth, we have to take into
account contractual obligations:
for example, rent, repayment of
debt, life insurance premiums,
taxes, dues and the like. Previous
actions, such as the purchase of
an automobile on installments,
make both for contractual obli-
gations (repayment of debt) and
for consequent actions (purchase
of gasoline).

“Finally, we must deal with the
consumer’s psychological state.
Whether a rise in income, a trans-

"fer 1o a new locality, the break-

down of an old refrigerator or any
other event will result in impor-
tant changes in spending depends
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on the prevailing motives and at-
titudes. If the attitude is condu-
cive to spending, one kind of de-
cision will be made; if it is not,
another decision.”

The Powerful Consumer, a
book by Prof. Katona summariz-.
ing his studies of consumer psy-
chology, will appear in Februdry.
1t is being published by McGraw-
Hill; New York.

In sum, the classical econo-
mists dealt with things that could
be weighed or measured or count-
ed 50 or 100 years ago—tons of
coal mined, bushels of corn
grown, millions of dollars bor-
rowed or spent. They had no ac-
curate gauge to measure the de-
gree of confidence or caution, se-
curity or insecurity, among po-
tential buyers.

Advances in mathematical and
behavioral sciences since the
1930s permitted the use of rela-
tively small representative sam-
ples and allowed the development
of conceptual tools and measur-
ing sticks both for mass behav-
ior and underlying attitudes. A
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