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Foreword

With all the focus on the put the influence of this
assurgency of Millennials, generation in perspective.
less attention has been This paper also explores
spent looking at the the spending estimates
spending power of Gen Z. for three distinct types of
And the time that has spending power:

been spent considering

these figures? Well, there’s 01 Direct Spending: What Gen Z members

. spend on themselves
some gray area. lt is cited

frequently on the internet
that Gen Z spends Stk
billion a year on themselves

and influence another 03 Indirect Spending Influence: How much of

$600 billion in spending overall family spending Gen Z influences
by others. Unfortunately in

most cases, these statistics
are presented without:

1) explanation or context
or 2) support from the
references they cite.

02 Spending on Gen Z: What families spend on
their Gen Z members

To calculate these
estimates, we used
the following guiding
principles:

* Make the estimates
based on publically
available data from
reputable government
resources (such as U.S.
Census Bureau data).

As Gen Z evangelists, we
decided it was time to dig
deeper. After all, how can
brands properly prioritize
this pivotal generation if
they are unable to fully
understand the power Keep the calculations
these young consumers relatively simple.
have when it comes to

increasing the bottom line? State any assumptions
made in the calculations.
This paper outlines our

efforts to develop reliable Let’s get started.
estimates of Gen Z’s
spending power that
marketers can use to
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The Number:

529 Billion to

143

Billion

How we got there:

Income Based on Allowance

The direct spending
number scattered most
often across the internet
is that Gen Z spends Stk
billion on average each
year. This is from a Mintel'
study that used population
estimates and average
self-reported allowance

to calculate the spending
potential of kids and teens.
Unfortunately, the use of
this statistic misrepresents
the findings by Mintel.
First, Mintel was looking at
kids and teens ages 6 to
17, which covers most, but
not all, of our Gen Z age
range of 7 to 21. Second,
the Skk billion statistic is
total estimated earnings
for kids and teens in the
U.S. using 2012 data and
an average allowance

at that time of $16.90. As
such, it represents the
total potential spend of
these kids and teens but,
as this group is unlikely to
spend 100 percent of its
earnings, actual spend is
considerably less.

In fact, the same Mintel
study also asked kids and
teens themselves how
much they spend each
week and found they spent
only 66 percent of their
earnings on average. This
would make the estimate
of actual direct spending
for 6- to 17-year-olds at
$29 billion. This number

is reported in the Mintel
report, but it is not often
cited. While useful, it still
doesn’t include the impact
of spending from Gen Zers
ages 18 to 21.

Direct
Spending 7

figure 1.1
Mintel Kids And Teens
Spending Calculations

49-°

Million

6-17 (Based on 2012
Population Estimates)

57840

Average Annual
Earnings from
Allowance (S16.90 x 52)

s44
Billion

Total Annual Earnings

¥

529

Billion

Total Annual Spending
(66% of Earnings)
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Including 18- to 21-year-olds

We can expand Mintel’s
estimates by multiplying
average allowance by
population estimates if
we assume those between
the ages of 18 and 21 have
similar allowances to the
teens in the Mintel study.
Mintel reported the average
for kids ages 6 to 11 as
$8.53 and those ages 12
to 17 as $25.26. By using

updated 2016 population
estimates from the U.S.
Census Bureau? and adding
Gen Z members ages 18

to 21 to this figure with the

higher allowance average of

§25.26, we can increase the
Mintel estimate of earnings
to about $64.5 billion. With
the assumption that the

same average spending rate

of 64 percent (ages 7 to 11)

and 67 percent (ages 12 to
21) holds, the estimate of
actual spending becomes
almost $43 billion. These
numbers are again helpful,
but they still ignore the
fact that Gen Z members
who are ages 18 to 21 are
more likely to be earning
additional income outside
of in-home chores through
part-time jobs.

figure 1.2

Expanding Spending Estimates Based on Weekly
Allowance for the Gen Z (7-21) Age Range

20,642,870 SLL3,5¢ 9,156,351,417 $5,860,064,907
> > >

Total Population Average Annual Total Annual Total Annual

7-11 (Based on 2016 Earnings from Earnings Spending

Population Estimates) Allowance (S8.53 x 52) (64% of Earnings)

42,146,066 $1313.%2 $55,359,700,612 $37,090,999,410
> > >

Total population Average Annual Total Annual Total Annual

12-21 (Based on Earnings from Earnings Spending

2016 Population Allowance (67% of Earnings)

Estimates) ($25.26 x 52)

Adding Earned Income from those ages 16 to 21

The calculations above
extend Mintel’s findings
to our Gen Z age range
and sufficiently update
the population numbers
to 2016 levels. Still not
captured, however, is
earned income by Gen Z

via means other than
household allowances.

To estimate the impact of
earned income through
employment outside of the
home, we looked at median
weekly earnings estimates
from the Bureau of Labor

Statistics (BLS) for Gen Z
members ages 16 to 19 and
20 to 24. BLS listed these
figures as $405 and $514,
respectively.®

By dividing the number

of those ages 16 to 24
reporting earned income
in the BLS report by the
total population of Gen Z
based on Census Bureau
estimates, we obtain an
employment rate of 26
percent. When we multiply
the number of Gen Z
members ages 16 to 21

by 26 percent and their
respective weekly earnings
by 52, we get an overall
earnings estimate of close
to $153 billion and overall
spending of almost $100
billion. Combined with
allowance estimates, this
yields $143 billion in Gen Z
spending. While adding

earned income significantly

increases our estimates
of Gen Z spending power,
it is important to note
that this does not include
other sources of income
outside of the home like
babysitting, yardwork,

or other employment not
reported to the federal
government. Adding these

additional sources of
income would push our
earnings and spending
estimates even higher.

Direct
Spending

figure 1.3

Adding Earned Income for those 16-21
to Total Gen Z Earnings Estimates

[ ges 1025
16,933,008

Total Population
16-19 (Based on
2016 Population
Estimates)

g
26%

Employment Rate
¥

521,047

Median Weekly Earned
Income (S404.75 x 52)

¥
$92,661,145,038

Additional Total
Annual Earnings

¥
$59,303,132,824

Additional Total
Annual Spending (64%
of Earnings)

" ges 20
8,673,075

Total Population
20-21 (Based on

2016 Population

Estimates)

g
26%

Employment Rate
L 2

526,711

Median Weekly Earned
Income ($514.25 x 52)

¥
$60,300,941,630

Additional Total
Annual Earnings

2
$40,401,630,892
Total Annual

Spending (67% of
Earnings)

figure 1.4
Gen Z Direct Spending

$43
Billion

Allowance (based on
Mintel estimates)

5100

, Billion

Gen Z Earned Income (based
on BLS data)
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02

The Number:

29 Billion to

51273

Spending
on Gen Z

Billion

(assuming 50 percent influence)




How we got there:

To calculate spending on
Gen Z by family members,
we looked at data from
the U.S. Department of
Agriculture (USDA) average
household expenditure
report.* The USDA looks

at average household
expenses in the context

of food expenses, but in
doing so, also looks at
other areas of essential
household spending.

This 2017 report shows

an average of how
much families spend on
children based on 2015
data. Figure 2.1 from the
report shows that, on
average, seven percent
of household spending on
children from birth to age
17 is for “miscellaneous
expenditures,” which the
USDA defines as “spending
not part of other categories
(e.g., entertainment,
personal care items, etc.)

”
.

figure 2.1

Source: USDA

Expenditure shares on a child from birth through age 17
as a percentage of total child-rearing expenditures*, 2015

%
30

Housing Food

Transportation  Clothing Health Care  Child Care  Miscellaneous

& Education

*U.S. average for the younger child in middle-income, married-couple families with two children
Child care and education expenses only for families with expense
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Spending
onGenZ

Figure 2.2 from the report shows average spending by child for same age range.

figure 2.2

Source: USDA

Total expenses and expenditure shares on a child (as a percentage
of total child-rearing expenditures), by age of a child*, 2015

100 $12,680 $12,730

$12,350 $13,180 $13,030 $13,900

80

0-2 3-5
age of child

6-8 9-1 12-14

miscellaneous

child care &
education

health care

clothing

transportation

food

housing

15-17

Taking a simple average
of the total expenses for
children ages 6 to 17 (the
closest approximation to
our target Gen Z age range)
gives us $13,115 per child as

the average spend in the
U.S. If we assume that the
division of expenditures and
average spend amount is
similar for those ages 18 to
21, we can estimate that, on

average, household spend is
approximately $58 billion on
miscellaneous expenses for
each Gen Z child.
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However, in addition to
miscellaneous expenses,

it is also likely that Gen Z
has at least some influence
on the food and clothing
purchased for them. If we
add the food and clothing
expense categories from the
USDA report, that increases
spending per each Gen Zer
to $255 billion. While

figure 2.3

how much each Gen Z
influences purchases will
undoubtedly vary by family
and spending category,
one study reports that 93
percent of Gen Z parents
say their children have
at least some influence
on household spending
decisions.® It’s important
to keep in mind that 93

Spending by Families on Gen Z Based on USDA Data

62,788,936

Total Population 7-21
(Based on 2016 Population
Estimates)

62,788,936

Total Population 7-21
(Based on 2016 Population
Estimates)

figure 2.4
Spending on Gen Z

S58
Billion

Total Spending on Gen Z
(Based on USDA Estimates
of Miscelleneous
Spending Only)

5255

Billion

Total Spending on Gen Z
(Based on USDA Estimates
of Food, Miscellaneous,
and Clothing Spending)

X

X
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$918

Average Expenditures by
Families on Children 2015
(Miscellaneous)

4,066
Average Expenditures by
Families on Children 2015

(Food, Miscellaneous, and
Clothing)

5—%

Influence

5—%

Influence

percent having “some”
influence is not the same
as influencing 93 percent
of spending on them,
however! Still, given what
we know about Gen Z and
their influence, it is not
unreasonable to assume
that they could influence up
to 50 percent of spending
on their behalf.

$57,640,243,248

Total Annual Earnings

$255,299,813,77

Total Food, Miscellaneous,
and Clothing Spending

529

Billion

Total Spending on Gen Z
Influenced by Gen Z (Low
Estimate)




The Number:

166 Billion to

333

Billion

(assuming 25 to 50 percent influence)

How we got there:

In addition to indirect
spending on Gen Z, there
is the indirect household
spending that Gen Z is
able to influence. The
parents of Gen Z have
told us in multiple surveys
by multiple organizations
that their kids influence
purchase decisions, but
just how much money is at
play? Once again, we used
the Census Bureau’s 2016
population estimates to
determine the size of Gen Z
in the U.S. To determine
total household spending,
we looked at Consumer
Expenditures for 2016
from the Bureau of Labor
Statistics.®

To estimate the potential
household spending that
Gen Z can influence, it’s
necessary to make some
assumptions. First, we must
assume that Gen Z has
influence predominately
for expenditures in the
food, apparel and services,
and entertainment
categories. Second,

based on the estimated
number of households

with children ages 6 to

17 from the U.S. Census
Bureau’s 2016 American
Community Survey’ and
our total population

estimates of Gen Z from
the Census Bureau, we
assume each household
has an average of just
more than one (1.125)

Gen Z child. This suggests
that more than $S665 billion
in household spending in
the categories of food,
apparel and services,
and entertainment can be
influenced by Gen Z.

Gen Z is unlikely to
influence total spending in
each of these categories,
however, and it should
also be noted that some
of this spending will be

on the household’s Gen Z
member, meaning the

sum in this case cannot
be double counted. Still,

if we assume that the

Gen Z child influences just
25 percent of household
spending indirectly, it
means they can influence
just over $166 billion dollars
per year. If they have 50
percent influence, that
number jumps to almost
$333 billion.

While shy of the S600
billion in indirect spending
figure that is often cited
without support, this
number still represents a
significant dollar amount

Gen Z Indirect
Spending Influence

that makes a compelling
case for marketers to
invest the time and energy
to understand Gen Z as
consumers.

figure 3.1

Average Household
Expenses Based on BLS
Data

62,788,936

Total Population
7-21 (Based on
2016 Population
Estimates)

¥
1.125

Average Number
of Gen Z per U.S.
Household

¥
55,812,388

Total 2016 U.S.
Households With at
Least One Gen Z
Child

¥
11,919

Average U.S. 2016
Annual Household
Expenditures on
Food, Apparel

and Services, and
Entertainment

¥
$665,227,872,572

Total Miscellaneous
Spending

17
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Closing
Thoughts

o
figure 3.2 C I
Gen Z Indirect Spending Influence os I n g

5665 DK% 333 Thoughts

Billion Billion

x—

Total Spending Influenceable by Influence Total Indirect Spending
Gen Z (based on BLS Consumer Influenced by Gen Z (Low
Expenditure data) estimate)

Where do we go from here?

While this paper is already chock-

o full of numbers, it’s important for us
S s to add one more: By 2020, Gen Z
o will represent 40 percent of all

. . consumers. And it will be here faster
Billion
X =

- -
Bllllon than you think.
Total Spending Influenceable by Influence Total Indirect Spending

Gen Z (based on BLS Consumer Influenced by Gen Z (Low generqtion’s hands. Considering
Expenditure data) estimate)

The future of the market is in this

their sheer size and influence,
whether direct or indirect, marketers
cannot afford to ignore these
empowered young consumers. Their
peak formative years are already
here, and brands should act now

as Gen Zers build their brand
preferences and continue to hone
their market behaviors - which, as
we’ve proven, impact consumer
spending across all generations.
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JEFF FROMM/ANGIE READ

THE RULES FOR REACHING THIS VAST

AND VERY DIFFERENT

GENERATION OF INFLUENCERS
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About Barkley
For brave, modern brands, Barkley is the independent, employee-owned

idea company at the intersection of Strategy + Creativity + Innovation that
exists to help them create relevance, strive for modernization and achieve
transformation to ultimately realize their greatest possible futures.
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