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The Cos and

Demographicsof Vehicle

Acquidtion

Transportati on costs make up a
large part of aconsumer’s bud-
get. Consumer Expenditure (CE)
Survey data for 2000 indicate that 88
percent of all consumer units® either
owned or leased avehicle,? and expen-
dituresfor leasing and purchasing (the
latter defined as a net outlay) vehicles
made up almost 10 percent of the aver-
age consumer unit’ stotal expenditures.

In April 1991, the CE Survey began
to ask for detailed information on the
leasing of vehicles. Sincethat time, the
incidence of |easing avehicleincreased
steadily before tapering off in recent
years. With theintroduction of themore
detailed data, it is possible to investi-
gate the factors that contribute to a
consumer’ sdecisiontoleaseavehicle,
asopposed to purchasingit. Themain
factor contributing to this decision is
the varying cost of each option. Using
recent CE Survey data, this article ex-
amines the initial and monthly costs
involvedinleasing avehicle, purchas-
ing a new vehicle, and purchasing a
used vehicle. The article presents de-
tailsonthedemographic breakdown of
consumerswho lease, buy new, or buy
used vehicles.

! See the glossary at the end of this an-
thology for the definition of consumer unit.

2 In the published CE data, vehicles are
defined as cars, trucks (including minivans,
vans, sports utility vehicles (SUVs), and
jeeps), and other vehicles (motorcycles and
aircrafts). Henceforth, the term vehicle will
encompass only cars and trucks.

Methodology
Thesampleusedfor thisarticleincludes
all Interview survey participants from
1999 or 2000 who reported anew |ease®
or purchase of avehiclein theyear in
which the interview took place. (In
other words, the sample consists of all
participants in the 2000 Survey who
leased or purchased a vehiclein 2000,
as well as al participants in the 1999
Survey who leased or purchased ave-
hicle in 1999.) Respondents who re-
ported using the vehicle for business,
or, aternatively, receiving complete or
partial payment for the vehicle by an
employer areexcluded fromthesample.
Costsinvolvedinleasing versusbuy-
ing are investigated. Average down-
payments and monthly payments are
compared, asarethe averagedurations
over which payments are made. The
investigation further includes analyses
of leasing and buying by the follow-
ing demographic characteristics: Age,
race, gender, income quintile, geo-
graphical region, and type of area (ur-
ban vs. rural).

Background

The increase in the frequency of leas-
ing vehiclesin recent years has been
captured in a new section of the CE
Survey added in April 1991. Leases

® The time at which alease is started is
determined by the year in which the first
payment was made on the |ease.
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made up 2.7 percent of al new acquisi-
tionsof vehicles* in1991. By 1997, leas-
ing had reached 10.0 percent of all re-
cent car acquisitions. (See chart 1, top
pandl.) After 1997, theincidenceof leas-
ing began to decline, falling to 7.2 per-
cent of vehicle acquisitions in 2000.
With theincreasing popularity of leas-
ing during 1991-97, new-vehicle pur-
chasesdecreased asan overall percent-
age of vehicle acquisitions, dropping
from 27 percent in 1991 to 21 percentin
1997. After 1997, theincidence of new-
vehiclepurchasesbegantorise, reach-
ing 25.6 percent of vehiclesacquiredin
2000. Used-vehicle purchases made up
70.4 percent of all acquisitions of ve-
hiclesin 1991. From 1991 to 1996, the
percentage rose to 72.7 percent, after
which it began to fal. In 2000, used-
vehicle purchases made up 67.2 per-
cent of all vehicle acquisitions.

In 1999 and 2000, the total percent-
age of consumer units acquiring ave-
hicle was just under 4 percent of the
entire population. Of those who re-
ported arecent acquisition, 66 percent
bought a used vehicle, 26 percent
bought anew one, and theremaining 8
percent leased avehicle. (Seetable 1.)

Costs

One of the factorsinvolved in choos-
ing a method of acquisition is cost.
Amongthe costsincurredinacquiring
avehiclearedownpaymentsand month-
ly payments for leasing and purchas-
ing.

Overall, 81 percent of new-vehicle
purchasers financed their purchases,
compared with 56 percent of used-ve-
hicle purchasers. The CE Survey asks
questions regarding the amount of
downpayments and monthly payments
for purchased vehicles of those re-
spondentsin the samplewho financed
the vehicle and have monthly pay-
ments remaining. Of those purchasers
who financed, 87 percent of new-ve-
hicle purchasers and 79 percent of
used-vehicle purchasershad payments
remaining.

“New acquisitions of vehiclesinclude pur-
chases of new vehicles, purchases of used ve-
hicles, and leases of vehicles.

Downpayments are a good indica-
tor of upfront costsfor acquiring ave-
hicle—coststhat could dictate whether
to lease a vehicle, buy a used vehicle,
or buy a new vehicle. Lessees paid
$868,° on average, as adownpayment,
about 76 percent of the amount that a
used-vehicle purchaser paid as a
downpayment ($1,147) and only 30 per-
cent of the amount that a new-vehicle
purchaser put for a downpayment
($2,914). (See table 2.) The maximum
downpayment was $8,500 for lessees,
$37,000 for new-vehicle purchasers,
and $19,000 for used-vehicle purchas-
ers. These data suggest that theinitial
costs for leasing an automobile are
lower than the costsfor purchasing ei-
ther anew or used vehicle. The differ-
enceindownpaymentscan be partially
explained by the main difference be-
tween leasesand purchases. withleases,
thedownpayment isfor aservice; with
purchases, the downpayment isfor an
asset.

Monthly costs also could be afac-
tor in deciding whether to lease, buy
new, or buy used. Theaverage monthly
payment was $353 for | essees, $399 for
new-vehicle purchasers, and $273 for
used-vehicle purchasers. Thus, al-
though lessees have a lower monthly
payment than do new-vehicle purchas-
ers, they still have a higher monthly
payment than do used-vehicle pur-
chasers.

The amount of time it takes to pay
off aloan or to complete a lease also
could have an effect both on aperson’s
decisionto lease, buy new, or buy used
and onthetotal cost of thevehicle. On
average, new-vehicle buyers made 54
monthly payments, used-vehicle buy-
ers 43, and lessees 39. The most com-
mon term for leasing was 3 years, and
50 percent of lessees chose that term.
For new-vehicle purchasers, the most
commontermfor financingwas5years,
and 55 percent of new-car purchasers
chose that term. For used-vehicle pur-
chasers, a number of terms were com-
mon, but thetop two were5-year terms

®In computing these averages, those who
recently acquired a vehicle and reported no
downpayment were counted as having zero
dollars for a downpayment.

62 Consumer Expenditure Survey Anthology, 2003

(chosen by 27 percent) and 4-year terms
(selected by 24 percent).

Demographic analysis

The demographic analysisin this sec-
tion examinestheentire sample of those
acquiring avehiclein 1999 or 2000, in-
cluding consumerswho financed their
vehicles and those who did not. (See
table 1))

Income. Consumers who purchased
used vehicles had theleast income, on
average. The average annual income
(based on compl eteincome reporters®)
of someonewho bought aused vehicle
was $48,004, compared with $72,992 for
lessees and $69,875 for new-vehicle
purchasers. Overall, nearly 30 percent
of those who recently acquired a ve-
hicle were in the highest income
quintile; the 30-percent figurewasmore
than that for the first and second in-
come quintilescombined.” The percent-
age of used-vehicle purchases de-
creases and the percentages of both
new-vehicle purchasesand | easings of
vehicles increases as one proceeds
fromalower incomequintiletoahigher
income quintile.

Among the consumer units that
bought or leased avehicle, thoseinthe
lowest income quintile were the most
likely to buy aused car (80.9 percent).
Incomparison, only 54.1 percent of auto
purchasersin thefifth quintile bought
used vehicles. Almost 36 percent of
those leasing or buying in the highest
income quintile bought a new car; the
figurewas 10 percentage points higher
than that of the fourth income quintile
and more than 20 percentage points
higher than that of the lowest income
quintile.

Age.? Twenty-eight percent of those
acquiring vehicles in 1999 and 2000

® See“Glossary” in Appendix A at theend
of this anthology for the definition of com-
pleteincome reporter.

"See“Glossary” in Appendix A at theend
of this anthology for the definition of
quintiles of income before taxes.

8 Both the age and race variables refer to
the age or race of the reference person—the
person first mentioned when the respondent
is asked, “ Start with the name of the person
or one of the persons who owns or rents the
home.”



were in the 35-to 44-year-old age
bracket, although that age group made
up just 22 percent of the population.
Both the 25- to 34-year-old age group
and the 45- to 54-year-old age group
also made up large portions of those
acquiring vehicles. Each of the two
groups accounted for more than 20
percent of all acquisitions, yet made up
lessthan 20 percent of the population.
The oldest group (75 and older) ac-
quired the fewest vehicles, with only
2.6 percent of acquisitions, much less
thantheir 9.6-percent share of the popu-
lation.

The average age was 44 for con-
sumersleasing vehicles, 47 for consum-
ers buying new vehicles, and 42 for
consumers buying used vehicles. As
these data imply, the probability of
choosing aused car over anew car de-
creaseswith age. Theincidence of leas-
ing ranges from 7.9 percent to 8.6 per-
cent for those 25 to 64, peaking in the
age range from 55 to 64. Consumers
under the age of 25 or over the age of
75who acquired avehicleweretheleast
likely to lease, with 5.4 percent and 4.9
percent, respectively, doing so.

Gender. In order to examine the statis-
ticson vehicle acquisitions by gender,
the sample was divided into subsets
that include only single-member con-
sumer units. The CE Interview survey
collects expenditure data for al mem-
bers within the consumer unit com-
bined, not for each member separately.
By using singleconsumer unitsinstead,
adifferentiation can be made between
the expenditures of men and those of
women.

Men acquired a slightly larger per-
centage of vehiclesthan their share of
thesinglepopulationin 1999-2000. The
figureswere 58 percent and 54 percent,
respectively.

Results of this portion of the study
suggest that men and women acquire
vehicles differently. A total of 9.6 per-
cent of singlemeninthe sampleleased
vehicles, 20.6 percent bought new ve-
hicles, and 69.9 percent purchased used
vehicles. By contrast, 11.5 percent of
singlewomen leased vehicles, 36.9 per-
cent bought new vehicles, and 51.5

percent bought used vehicles.

Eventhough singlewomen acquired
a smaller percentage of vehicles than
their share of the population, they pur-
chased agreater percentage of new ve-
hicles and leased a greater percentage
of vehiclesthan their population share.
In particular, women made up 46 per-
cent of the singles population, yet pur-
chased 56.9 percent of all new vehicles,
and leased 46.9 percent of all leased
vehicles, among singles.

Region. Acquisitions of vehiclesvary
by region. With 31 percent and 16 per-
cent, respectively, of total acquisitions,
consumer units in the South and the
Northeast acquired smaller percent-
ages of vehiclesthan their population
sharesin 1999-2000: 35 percent and 19
percent of thetotal U.S. population. By
contrast, with 27 percent and 25 per-
cent, respectively, of vehicle acquisi-
tions, consumer units in the Midwest
and the West acquired higher percent-
ages of vehiclesthan their population
shares of 24 percent and 22 percent of
thetotal U.S. population.

Consumersacquiring vehiclesinthe
Northeast were more likely to lease
than were those in the West, at 12.6
percent, in contrast to 4.8 percent. Con-
sumer units in the West were more
likely to buy a used vehicle, with 66
percent of those acquiring vehicles
doing so, compared with 58 percent of
thosein the Northeast. The Northeast
and the West both had about 30 per-
cent of their vehicle-acquiring popula-
tion reporting a purchase of anew ve-
hicle. The Midwest and the South
varied only slightly in the three kinds
of acquisitions: in the Midwest, 9 per-
cent of those who acquired vehicles
leased them, 23 percent bought them
new, and 69 percent purchased them
used; in the South, 8 percent leased
their vehicles, 25 percent purchased
them new, and 67 percent bought them
used.

Type of area (urban vs. rural). Con-
sumers in urban and rural areas each
acquired roughly the same percentage
of vehicles as their population share.
The methods of acquisition that con-

sumers in the two areas chose, how-
ever, were considerably different.
Consumer unitsinurban areaswere
more likely to lease or buy a hew ve-
hicle than were those in rural areas.
Among consumer units acquiring ve-
hicles, 3.3 percent of thoselivinginru-
ral areasleased their vehicles, whereas
8.5 percent of those living in urban ar-
eas did so. Almost 27 percent of con-
sumer unitsin urban areasbought new
vehicles, compared with 22.6 percent
of thosein rural areas. Someoneliving
inarural areawas morelikely to buy a
used car (71.4 percent) than was some-
onein an urban area (64.8 percent).

Race.® The CE Survey has four race
categories. White; black; Asian or Pa-
cific Islander; and American Indian,
Aleut, or Eskimo.

Personsof Asian or Pacificlslander
heritage accounted for just 3.1 percent
of the population acquiring vehicles
and were the most differentiated in
terms of the three ways of acquiring
them, compared with the other races. A
little more than half of their population
acquiring vehicles bought a used ve-
hicle, 42 percent purchased a new ve-
hicle, and theremaining 7 percent leased
avehicle. Among the remaining racial
groups, the most similar in terms of
vehicle acquisition method was the
white population, which accounted for
most (88 percent) of the population
acquiring vehicles: among whites, 65.5
percent bought used vehicles, 26.5 per-
cent purchased new ones, and 8 per-
cent leased vehicles.

Theblack popul ation and the Ameri-
can Indian, Aleut, and Eskimo popul a-
tion were most different from the group
of Asian and Pacific Islander descent
intheir distribution over thethreekinds
of arrangementsfor acquiringavehicle.
The two populations were similar to
each other in having the lowest per-
centage of |eases and new-vehicle pur-
chases and the highest percentage of

9 Both the age and race variables refer to
the age or race of the reference person, the
person who was first mentioned when the
respondent is asked, “ Start with the name of
the person or one of the persons who owns
or rents the home.”
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used-vehicle purchases. Among black
consumer unitsacquiring vehicles, 5.3
percent leased, 19.6 percent purchased
anew vehicle, and 75.2 percent bought
aused vehicle. Among American Indi-
ans, Aleuts, and Eskimos, 4.2 percent
leased avehicle, 16.5 percent purchased
a new vehicle, and 79.4 percent pur-
chased a used one.

Conclusion

The 1999-2000 CE Survey dataon ve-
hicle acquisition indicates that, over-

all, purchasing used vehicles is the
most common method of acquiring a
vehicle. Thisis becauseit istypically

less expensive to purchase a used ve-
hiclethan it isto buy anew vehicle or
leaseavehicle. By contrast, cost isnot

the predominant factor in choosing to
purchase a new vehicle over leasing
one. Even though leasing a vehicleis

financially less of a burden compared
with purchasing anew vehicle, the next

most common method of acquiring a
vehicle is purchasing new vehicles.
Leasing remains the least common
method.

The 1999-2000 data also suggest
that the choice of avehicleacquisition
method varies by age, race, gender, in-
come level, region, and degree of ur-
banization. Thelargest differencesoc-
cur with respect to income levels,
gender, and race.

In addition to demographic differ-
ences and various expensesinvolved
in the decision to lease avehicle, pur-
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chase a new vehicle, or purchase a
used vehicle, several other factorsen-
ter into thedecision aswell. Theavail-
ability of leasesor new vehiclesin dif-
ferent regionsmay affect thefrequency
with which one can obtain a lease or
find a suitable vehicle to purchase.
Further, the desirability of owning an
asset may spur an individual to pur-
chaserather than lease. If, instead, the
vehicle' s intended use is most impor-
tant to aperson, then leasing might be
preferred. Finally, thetypesof vehicles
available under a lease may impel a
consumer to leaserather than buy: if a
consumer candrivealuxury car by leas-
ing it for the same cost as purchasing
astandard car, he or she may prefer to
lease.



Table 1. Percent of consumer units reporting vehicle acquisitions, by type of acquisition, selected consumer unit
characteristics, 1999-2000

Among groups Within groups
Percent of Percent
general of all Leased Bought new [ Bought used
population | acquisitions
All Lottt 100.0 100.0 7.73 26.15 66.12
Income:*
Quintile 1 20.0 9.3 4.7 144 80.9
Quintile 2 20.0 15.3 4.0 19.9 76.0
Quintile 3 20.0 204 5.5 20.0 74.5
Quintile 4 20.0 26.0 7.2 26.2 66.6
Quintile 5 20.0 29.0 10.2 35.8 54.1
Region:
Northeast 19.3 17.2 12.3 29.0 58.7
Midwest .. 23.6 26.8 8.1 21.9 70.0
West ...... " 34.9 34.2 4.7 28.5 66.8
SOULN s 222 21.8 8.5 255 66.1
Degree of urbanization:
UFD@N oo 87.6 85.6 8.5 26.8 64.8
RUFAL . 124 145 33 22.6 74.1
Race:
WHIEE oo 83.8 87.4 8.0 26.5 65.5
Black .....ccooeiiiiiiiieee 121 8.9 5.3 19.6 75.2
American Indian, Aleut, Eskimo ... . 1.0 11 4.2 16.4 79.4
Asian or Pacific Islander ............ccccooviiiiiiiiiiiceie, 3.1 2.7 7.4 42.3 50.3
75 7.2 5.4 16.9 7.7
17.6 215 7.9 225 69.6
223 275 8.1 22.4 69.4
19.6 234 8.2 26.1 65.7
12.7 114 8.6 37.1 54.3
10.7 6.4 5.8 39.1 55.1
9.6 2.6 4.9 41.6 53.5
Gender:
MU <.t 54.3 57.7 9.6 20.6 69.9
FEMAIE ...t 45.7 42.4 115 36.9 51.5

! Percentage represents the percent of complete reporters.

Table 2. Costs and term of vehicle acquisitions, by type of acquisition, 1999—
2000

Average Average length
monthly Average of term
payment downpayment | (months)

$353 $ 868 39
$399 $2,914 54
$273 $1,147 43

' The bought new and bought used categories represent vehicles that were financed
and still had payments remaining.

Consumer Expenditure Survey Anthology, 2003 65



(O EuMl Trends in vehicle acquisition methods, 1991-2000

Percent of all acquisitions

Percent of all acquisitions

Percent of all acquisitions

12 12
10 F Lease of vehicle 1 10
8 I 18
6 I 16
4 14
2 r 12
O 1 1 1 1 1 1 1 1 1 1 0
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Year
Percent of all acquisitions Percent of all acquisitions
30 30
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28 I 1 28
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Year

Percent of all acquisitions
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