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give credit to the rich: They  make
more, spend more—and owe more.

The top 20% of U.S. households
by income collectively spend more
than the bottom 60% on goods and
services, according to data from the
Bureau of Labor Statistics’ 2004
Consumer Expenditure Survey, re-
leased late last year. 

That means the top fifth of
households do nearly 40% of the na-
tion’s consumer spending. In an eco-
nomic recovery driven by consumer
spending, the rich paid more than
their share: These households ac-
counted for 41% of the increase in

spending from the recession year of
2001 through 2004, according to
American Demographics’ analysis.

There’s no reason to believe the
trend was any different in 2005.
There is a question as to whether the
pace of spending growth will contin-
ue in 2006, for spending is linked to
the now-cooling housing market.

Up to this point, the rich bet the
house money and won big. Most
households (91%) in the top fifth are
homeowners, but just 18% own their
homes outright. That’s a lower per-
centage of mortgage-free homeown-
ership than for any other group. 

Those McMansions take a lot of
care and feeding. In 2004, the top fifth
accounted for 48% of mortgage pay-
ments. They had enough cash (or cred-
it) left over to buy 48% of furniture,

38% of big appliances and 33% of con-
sumer electronics. 

The upper-income set have an
urge to splurge on virtually every-
thing. They accounted for 57% of
consumer spending on “other lodg-
ing” (including hotels and vacation
homes); 51% of fees and admissions
(sporting events, movies, concerts,
club dues); 40% of apparel; 39% of
newspapers, magazines and books;
and 38% of restaurant spending.

BORROWED MONEY
The rich drove 44% of spending on
new cars and trucks in 2004. As with
houses, it’s largely borrowed mon-
ey. The top fifth paid more than one-
third (36%) of interest on car loans
and nearly half (48%) of lease pay-
ments and other vehicle charges.

In a government survey that cov-
ered everything from shoes to
booze, the top 20% spent less than
their share in just two categories:
rent  (they own) and tobacco (they
are mostly white and college-edu-
cated, groups least likely to smoke). 

Average after-tax income for
households in the top fifth (about
$125,000) in 2004 was more than
twice the national average ($52,000),
and their average spending on goods
and services ($84,000) was nearly
double the average ($43,000).

Most income groups actually are
holding their own on spending.
Households in the second-highest
quintile did 23.5% in 2004, little
changed from 1984 (23.2%); the
next rung down held at around 17%;
the second group from the bottom
went from 12.7% to 12.6%.

So who lost? The poor, who have
the least education and biggest obsta-
cles to real income gains.  It shows:
The bottom 20% of households saw
their share of spending fall from
9.6% in 1984 to 8.2% in 2004. That’s
a 1.4 point drop—exactly what the
top group gained over that period. 

No big deal? Yes, big deal: 1.4
points translate to $70 billion in spend-
ing in 2004, or an extra $3,000 for each
rich household. In 1984, a top 20%
household did 3.8 times the spending
of a bottom-fifth family; in 2001, the
multiple was 4.1. By 2004, those at
the top did 4.7 times the spending of
those stuck at the bottom. 

Wealthy buying their
share—and then some—
to propel the economy 
But spend trend may 
be stemmed by cooling
of hot housing market
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The average U.S. household spent $43,395 in 2004. What got bought:
WHERE THE MONEY GOES
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The richest 20% of households account for nearly 40% of consumer spending. But the rich are living high on
borrowed money; the top 20% pay 48% of mortgage interest, 48% of vehicle lease payments and 36% of vehicle
finance charges.

SHARE THE WEALTH

HOUSEHOLD INCOME

BOTTOM SECOND THIRD FOURTH TOP
AVERAGE 20% 20% 20% 20% 20%

Average after-tax income $$5522,,228877 $9,220 $23,751 $40,802 $62,847 $124,698

TOTAL (IN BILLIONS) QUINTILE’S SHARE OF SPENDING (IN PERCENT)

All consumer goods/services $$55,,004455 8.2 12.6 17.1 23.5 38.6

Food at home $$338888 12.2 15.9 19.2 22.9 29.8

Restaurants/away-from-home food $$228822 7.6 12.2 17.8 24.0 38.4

Alcohol  $$5533 8.4 11.5 17.8 24.1 38.2

Housing $$11,,661188 9.7 13.7 17.4 22.6 36.6

Mortgage interest $$334411 3.4 7.2 14.9 27.0 47.5

Furniture $$4488 6.0 8.9 14.1 23.0 48.0

Apparel $$221111 9.2 11.7 16.2 22.6 40.3

New vehicles $$220033 4.3 9.6 16.1 26.1 43.9

Used vehicles $$118844 7.2 16.2 16.9 26.7 33.0

Vehicle leases, rentals & fees $$5500 5.2 9.0 14.4 23.4 48.0

Entertainment fees & admissions $$6611 5.0 7.6 13.1 22.9 51.4

Consumer electronics $$9922 9.8 14.4 18.6 24.4 32.8

Reading $$1155 8.5 12.6 17.2 22.3 39.4

Education $$110055 14.2 6.9 8.8 17.9 52.2

Tobacco  $$3344 14.8 19.9 23.7 22.7 18.9

Cash contributions $$116644 4.9 11.2 15.7 20.2 48.0
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OFF THE CHARTS

Spending on reading for households headed by people of that age. 

Source: American Demographics analysis of Bureau of Labor

Statistics' 1984 and 2004 Consumer Expenditure Surveys

The average family spent $130 on
newspapers, magazines and books
in 2004, down $2 from ’84. All age
groups below 55 and every income
group except the top 20% cut
spending on reading materials.
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