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ABSTRACT 

 

Selling to emerging consumers is no small challenge, especially when a 

multinational is unfamiliar with a country’s distinctive consumer terrain. The 

objective of this research was to inform decision-makers in multinationals and 

domestic firms seeking investment opportunities to grow volume and margins 

in emerging markets. Consumer spending trends and economic data were 

analysed in order to assist companies to identify products and service 

categories (“winners”) to compete in within selected emerging markets. 

 

A literature review was followed by quantitative analysis of consumer 

spending trends in seventeen emerging markets selected from low-income, 

middle-income and upper-middle-income economies, as classified by the 

World Bank. Visual representation and inspection, as well as descriptive 

statistics of the data, were followed by statistical analysis. The paired sample 

t-test, the Wilcoxon test and stepwise regression techniques were used to test 

the research questions. 

 

The findings suggest that the services category, specifically education and 

medical services, gained significant share of consumer spending. The durable 

goods category share remained flat and generic “losers” emerged mainly from 

the non-durable goods and semi-durable goods sub-categories. It seems as 

though few generic winners and losers exist and that a country-by-country 

analysis needs to be conducted. 
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1.  INTRODUCTION TO THE RESEARCH PROBLEM 

 
1.1 INTRODUCTION 

 

The most significant development in business today is the rise of “emerging” 

consumer markets as growth engines for multinational corporations. A vast 

group of lower-income and lower-to-middle-income consumers exists and 

they are referred to as “emerging consumers”. As the level of development 

and disposable income increases, these consumers adapt their spending 

habits (Roberts, 1998). 

 

There is massive spending power in emerging markets and emerging market 

consumers now represent an important customer base for a wide range of 

global businesses. Populations are relatively young and middle-class buying 

power is just beginning to take hold. 

 

The Economics Intelligence Unit states in its Global Corporate Strategy 2006-

2008 Report (EIU, 2006) that emerging markets are already the present 

reality and no longer just the future. Companies are looking to emerging 

markets as a vital source of growth. General Electric forecasts that 60% of its 

revenue will come from emerging markets over the next ten years (Blumberg, 

2005). 
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Emerging markets account for half the increase in Gross Domestic Product 

(GDP) in dollar terms, with China accounting for 22% to 30% of the total 

global GDP growth. China has recently overtaken France and the United 

Kingdom to become the world’s fourth largest economy. In 2007 it is on track 

to become the world’s largest exporter with one trillion dollars in sales. 

Emerging market populations account for 80% of the total global population 

(EIU, 2006). 

 

There are two hundred and fifty million emerging consumers in Latin America, 

wielding some US$120–billion in annual purchasing power (Wood, 2003). The 

retail sector in Russia is showing strong growth and is estimated at between 

US$150-billion and US$200-billion. The annual growth of the retail trade is 

projected to be more than 10% for the next several years and is fuelled by 

growing consumer income (McIntosh and Valerio, 2005). 

 

A recent McKinsey Quarterly (McKinsey, 2006) states that retail sales in 

India’s consumer goods market are expected to grow to US$400-billion by 

2010, making it one of the world’s five biggest consumer goods markets. 

India’s emerging middle-class is driving this rapid growth and companies must 

target that segment if they aspire to make the country a key market. 

 

During the next twenty years China will see the emergence of a huge middle-

class with enormous spending power. The spending patterns in this group will 

evolve as their incomes increase and will fuel various levels of growth across 
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consumption categories (Farrell, Gersch and Stephenson, 2006).  By 2020 

some 1.4 billion consumers in China may earn at least US$5 000 in present 

value. This is the income level at which discretionary spending takes off 

(Wood, 2003). Discretionary income is the money an individual or household 

has available for spending after basic needs have been met, in other words to 

spend at their discretion. This concept will be addressed in Chapter 2. 

 

Banga and Mahajan (2005) state that the middle-class accounted for 19% of 

China’s population of 1.3 billion (250 million people) in 2003 and this will have 

increased to 40% by 2020. The middle-class in China could surpass the 

middle-class in the US within a decade or two. 

 

In Central Europe, China, Southeast Asia, Korea, Mexico, Brazil, Argentina, 

Chile and Turkey there are many young people, increasingly urbanised, who 

are expected to become more affluent due to economic reforms with pent-up 

demand for basic and high-end consumer goods. These consumers are 

becoming wealthier and more aware of their demand for higher quality 

products. This middle-class is also increasingly exposed to more market 

information (Maharajh and Heitmeyer, 2005). 

 

Emerging market issues include not only latent demand and growing spending 

power, but also changing demographics and consumer tastes. Prahalad 

(2005) believes that the world’s poorest segment (4 billion people) is an 

unexplored territory for profitable growth and that businesses will not be 
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restricted to fulfilling basic needs through traditional goods and services, as 

there is an appetite for technology, financial products and premium fast 

moving consumer goods. 

 

1.2 MOTIVATION FOR RESEARCH 

 

Businesses fail or miss opportunities for many reasons. Chief among them is 

the inability to decipher or respond to consumer trends strategically. Against a 

background of tighter margins and savage competition, companies realise 

they have to better understand consumers if they want to remain relevant 

and survive. 

 

Multinationals and domestic firms are seeking investment opportunities to 

grow volume and margins in an increasingly competitive and consolidated 

marketplace and need more information on consumers all over the world to 

guide their strategic decision-making (Prahalad, 2005). 

 

Globalisation has influenced the economic development of emerging 

consumers. They have access to more information, products, credit and 

differing cultures. They are becoming aware of many alternatives and are 

aspiring to share in the benefits of discretionary premium consumption – 

these consumers are increasingly interested in durable and semi-durable 

products, as well as specialised services. 
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Sichel (2003) ponders the issue of convergence in consumer tastes. He asks 

whether convergence in tastes and preferences in emerging markets will 

continue to converge with those in developed markets. He also questions 

whether factors, other than economic growth, play a role in the behaviour of 

emerging market consumers. These may include economic integration, 

income distribution, attitudes towards globalisation, global brands and 

distribution channels. 

 

The issue of changing consumer spending habits is listed by the Economics 

Intelligence Unit (the Unit) in a position paper (EIU, 2005) as one of the 

major challenges facing consumer goods companies and their suppliers in the 

business world today. Multinationals and domestic companies need to 

understand and align their strategies around this challenge. 

 

In a follow-up report (EIU, 2006) the Unit again noted rising demand in 

emerging markets to have the greatest impact on global business in the next 

three years. Top-line revenue growth is very hard to come by in mature 

markets - fast moving consumer goods in emerging markets show double-

digit growth compared to the same markets in mature economies. Emerging 

markets exhibit three advantages: 

 

1. Growth in sales is very strong. 

2. Profit margins reported are often 30 to 70% higher than in the West. 
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3. Profits are increasingly reported in strong currencies versus the US$ or 

even the Euro (EIU, 2006). 

 

Even though emerging markets are becoming more important for major 

multinationals in terms of sales and profits, many companies do not have a 

decent emerging market strategy. Many companies have failed to do decent 

research, have no medium-term strategy and are extremely opportunistic - 

unwilling to invest or resource seriously (EIU, 2006). 

 

These companies also often lack an effective strategy for identifying which 

countries to do business with. They struggle to get reliable information about 

consumers and their consumption patterns (especially those with low 

incomes) to allow them to segment customers, as is the norm in developed 

countries (Khanna, Palepu and Sinha, 2005). 

 

Within emerging markets, which invariably do well, there are also likely to be 

winners and losers with regard to the consumer spending mix as income 

increases and emerging markets mature. 

 

Total Final Consumption Expenditure by Households (FCE) is the broadest 

measure of spending on final goods and services within an economy. FCE 

consists of four sub-categories, namely durable goods, non-durable goods, 

semi-durable goods and services.  Both discretionary and non-discretionary 

spending are included in this measure. 
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Figure 1.1: An illustrative composition of final consumption 
expenditure by households 

 
 
 

 

 

 

 

 

 

 

 

 

 

 

Source: South African Reserve Bank 
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Strategy is about making choices of what to do and what not to do (Hamel 

and Prahalad, 2005). Therefore, companies need to think more carefully 

about where to invest their increasingly finite resources of capital, time and 

labour, and these issues are cropping up more often in strategy and long-

term planning (EIU, 2006). 

 

1.3 THE RESEARCH PROBLEM 

 

In summary, the following issues have been raised: 

 

• Emerging markets are fast becoming the new reality. 

• Massive spending power and higher profitability are available in these 

markets compared to the saturated mature markets multinationals already 

operate in. 

• The mix of products and services consumers spend their income on has 

been changing owing to these consumers becoming wealthier and 

emerging markets maturing. 

• There are likely to be some definite winners and losers in the changed 

spending mix - some products and services, most likely durable and semi-

durable goods (premium goods), will be favoured more.  

• Most multinationals do not have a clear strategy for investing in emerging 

markets. 
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• Strategy is about deciding what to do and what not to do. Multinationals 

need to understand the mix of winners and losers, as well the underlying 

drivers of mix changes to be able to make the correct strategic decisions. 

 

The objectives of the intended research are as follows: 

 

1. To evaluate the extent of the evolution in consumer spending mix changes 

in selected emerging markets in order to define generic winners and losers 

in the spending mix. 

2. To determine whether there are generic groups of variables, economic or 

otherwise, driving the evolution in spending mix. 

 

The conclusions of this study should assist multinational corporations in their 

strategic decision-making process by providing information on the issue of 

structural shifts in spending patterns within emerging markets. 
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 2. LITERATURE REVIEW 

2.1 INTRODUCTION 

 

The formal internationally standardised measure for total consumer spending 

in an economy is “Final Consumption Expenditure by Households” (FCE).  This 

macroeconomic variable is defined and measured as per the rules of the 

International System of National Accounts, first released in 1968 and updated 

in 1993 by the United Nations (UN, 2004). 

 

FCE is reported in the national accounts published by the central bank of a 

country.  The concept will be explored in this Chapter, as well as the drivers 

of consumer spending. 

 

The remainder of the Chapter will focus on empirical consumer spending 

trends in emerging markets and will form the basis for the research 

propositions in Chapter 3, as well as the likely implications for multinationals 

operating or planning to operate in these markets (to be discussed in Chapter 

6). 
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2.2 FINAL CONSUMPTION EXPENDITURE BY HOUSEHOLDS (FCE) 

 

FCE is the value of all expenditure by households or individuals on final goods 

or services purchased within the borders of a country within a specific time 

period, usually a year. FCE excludes expenditure on fixed assets in the form 

of dwellings, as these constitute investment or capital formation (UN, 2004). 

 

Spending by households is divided into four sub-categories, namely durable 

spending, non-durable spending, semi-durable spending and spending on 

services (BER, 2006).  The composition of each of these sub-categories is 

shown in Tables 2.1 to 2.4. 

 

Table 2.1: The composition of durable goods expenditure by 
households 

 
Furniture, household appliances etc. 
    Furniture 
          Furniture and furnishings, carpets and other floor 
coverings 
    Major household appliances 
Medical appliances and equipment 
    Transport 
          Motorcars and minibuses 
          Motorcycles 
          Bicycles 
          Used commercial motorcars 
          Caravans 
          Commercial vehicles 
          Trade margin of used cars 
Recreation and entertainment goods 
    Radio sets and recorders 
    Photographic equipment 
    Musical instruments 
    Boats and aircrafts 
    Television sets 
    Personal computers and software 
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    Communication equipment 
Other 

 

Source: South African Reserve Bank 

 

Table 2.2: The composition of semi-durable goods expenditure by 
households 

 
Clothing and footwear 
    Clothing 
          Clothing materials, garments 
          Other articles of clothing and clothing accessories 
          Cleaning, repair and hire of clothing 
    Footwear 
Household textiles, furnishings, glassware etc. 
    Glassware, tableware and household utensils 
    Small household equipment 
    Household textiles 
    Hardware and DIY goods 
Motorcar and motorcycle tyres 
    Motorcar and motorcycle tyres 
Recreation and entertainment goods 
Sports and camping equipment: total 
    Sports and camping equipment  
    Guns 
    Toys 
    Recording media 
    Film 
    Books 
    Hobbies 
Miscellaneous goods 

 

Source: South African Reserve Bank 

 

Table 2.3: The composition of non-durable goods expenditure by 
households 

 
Food, beverages and tobacco 
Food 
          Bread and cereals, meat, fish and seafood 
          Milk, cheese and eggs, oils and fats 
          Fruit, vegetables 
          Sugar and confectionery 
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          Other food 
Non-alcoholic beverages 
          Coffee, tea and cocoa 
          Mineral water, soft drinks, fruit and vegetable juices 
Alcoholic beverages 
          Spirits, wine, beer 
Tobacco 
Household fuel and power 
    Water supply, liquid and other fuels 
    Electricity and gas 
    Products for the regular maintenance and repair of dwelling 
Household goods 
    Household goods, personal care appliances 
    Medical and pharmaceutical products 
Petroleum and other fuel products 
Recreational and entertainment goods 
    Newspapers, magazines, stationary 
    Gardening, pets and food, flowers and plants 

 

Source: South African Reserve Bank 

 

Table 2.4: The composition of service expenditure by households 
 

Rent 
    Actual and imputed rents paid 
    Flat rent, rent in kind 
    Service for the regular maintenance and repair of dwelling 
    Insurance in respect of dwelling 
    Sanitary and refuse disposal, levies 
Household services 
    Servants, cleaning, drying and laundering 
Repairs 
    Furniture, equipment, clothing, footwear 
Medical services 
    Hospital services, medical services in kind 
    Accidental insurance services 
    Services of physicians, dentistry etc. 
    Service charges for medical insurance 
Transport and communication 
    Parking fees, motorcar insurance 
    Passenger transport by road, air, railway and sea 
    Maintenance and repairs of transport equipment 
    Telephone services, postage and telegrams 
Recreation and entertainment services 
    Group recreation and cultural services 
    Other recreation and cultural services 
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    Educational services 
    Repair and maintenance 
Miscellaneous services 
Hotels, cafes and restaurants 
    Catering, beverages, accommodation 
    Personal care services 
Financial services 
    Service charges for life assurance and pensions 
    Banking costs and other services 

 

Source: South African Reserve Bank 

 

Spending by households is also classified as either discretionary or non-

discretionary. Non-discretionary spending is expenditure on essential living 

costs such as health care, education, food, shelter, clothing, transport and 

household fuel (en.wikipedia.org). Discretionary spending is spending on 

goods and services after all expenses needed to maintain a basic standard of 

living. 

 

High levels of discretionary spending in an economy usually signal a high 

standard of living or prosperity, as it is a measure of personal economic 

activity beyond subsistence. Discretionary income is used interchangeably 

with discretionary spending and is defined as the amount of money an 

individual has available to spend on non-essential items after essential bills 

have been met (www.finance-glossary.com): 

 

Gross income – Taxes = Disposable income 

 

Disposable income – Non-discretionary spending = Discretionary income 
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Discretionary spending is a fuzzy concept and difficult to measure. There are 

differences in opinion as to what constitutes basic living costs. Food is an 

example – dining out in an expensive restaurant cannot be classified as non-

discretionary spending, although the food category is regarded as one of the 

basic living expenses (www.referenceforbusiness.com). 

 

In periods of economic expansion, aggregate discretionary spending tends to 

rise slightly. Conversely, in times of general economic decline, discretionary 

spending tends to decrease. Businesses offering consumer products and 

services not needed for subsistence therefore need to track the trends of a 

nation's (or region's) discretionary spending. This information is necessary to 

identify market potential and should govern investment decisions. 

 

2.3 FACTORS DRIVING SPENDING BY HOUSEHOLDS 

 

2.3.1 Disposable income 

 

Disposable income is the main driver of FCE. It is the amount of income an 

individual has left after taxes have been paid, available for spending and 

saving (Mohr and Fourie, 2004). 

 

Disposable income comprises employment earnings (wages and salaries), 

income from investment and government transfer payments. Income from 
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investment includes dividends, rent and income from assets or properties.  

Income from investment therefore implies ownership of assets. Transfers 

include old-age pensions, unemployment insurance benefits, child tax benefits 

and other assistance programs offered by government (SARB, 2006). 

 

Disposable income is affected by the extent of wage increases, as well as 

employment growth in an economy. Growth in asset values will also enable 

the individual to earn more rent from the asset or borrow against the value of 

the asset. This is referred to as the “wealth effect”. Finally, fiscal policy (tax 

and spending policy of government) will impact on the level and growth of 

disposable income (Mohr and Fourie, 2004). 

 

It has been established that disposable income minus non-discretionary 

spending equals discretionary income. It therefore follows that an increase in 

disposable income will lead to an increase in non-discretionary spending if 

discretionary spending remains unchanged. The amount by which 

discretionary spending increases, relies on the marginal propensity to 

consume. The marginal propensity to consume or the “income elasticity” of a 

good or service refers to the increase of spending on a good or service as a 

result of an increase in disposable income. Higher income elastic products are 

those that are more likely to benefit from an increase in disposable income, 

usually status goods (Schiller, 2000). 
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2.3.2 Inflation and interest rates 

 

The purchasing power of money diminishes in times of significant and 

sustained price increases (inflation), because less goods and services can be 

purchased with the same amount of money than before. 

 

Durable and semi-durable goods are usually expensive and purchased on 

credit. The demand for these is therefore quite sensitive to changes in the 

interest rate. The interest rate level impacts on credit availability and the 

affordability of debt for the general population. Increased debt servicing costs 

(interest payments on outstanding debt) reduces the amount of money 

available to spend on discretionary goods and services (BER, 2006). 

 

2.3.3 Consumer expectations 

 

Two concepts are discussed under the heading of consumer expectations.  

The first is the permanent-income hypothesis and the second is consumer 

confidence. 

 

Milton Friedman proposed the permanent-income hypothesis in 1957. The 

central idea is that consumers base consumption on what they consider their 

"normal" income, thereby attempting to maintain a fairly constant standard of 

living even though their incomes may vary considerably from month to 

month, or from year to year. As a result, increases and decreases in income 
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that people see as temporary have little effect on their consumption spending. 

Consumption therefore depends on what people expect to earn over a 

considerable period of time. Consumers smooth out fluctuations in income so 

that they save during periods of unusually high income and dissave during 

periods of unusually low income. Only when consumers become convinced 

that an increase in income is permanent, will consumption change by a 

sizable amount (Ishihara, 2001). 

 

Mehra and Martin (2003) state that consumer confidence levels are watched 

closely by the media and in academic circles as they contain predictive 

content regarding household spending. Consumer confidence is measured by 

surveying consumers with regard to their expectations about future 

macroeconomic performance, as well as their own financial position. This is 

an internationally standardised technique. It has been found that when 

consumers feel more upbeat regarding national and personal prospects, they 

are more likely to spend and incur long-term debt. 

 

2.3.4 Price and price expectations 

 

The theory of demand states that there is a negative relationship between the 

demand for a good and the price of that good. The extent to which a 

consumer is sensitive to the changes in the price of a product or service is 

referred to as price elasticity. The demand for a product is not only sensitive 
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to its own price, but also to the changes in price of complementary or 

substitute goods (Mohr and Fourie, 2004). 

 

Price expectations also impact on consumer spending. If there are 

expectations of significant price increases, consumers will buy more than their 

current need (sometimes referred to as hoarding) (Begg and Ward, 2003). 

 

2.3.5 Other 

 

Advertising and awareness levels play a big role in consumer spending 

(Bradley and Patton, 1998). Product availability and regulation might limit 

consumption of a good or service and there might be qualitative trends such 

as health and well-being, status and convenience – issues to be addressed in 

the remainder of this Chapter. 

 

Consumer tastes and preferences are referred to as one of the “non-price 

determinants” of consumer demand. If consumer tastes and preferences for a 

product change, the demand for the product will change, irrespective of other 

factors (including price). Tastes and preferences are dependent on lifestyle 

choices, culture and religious beliefs, as well as fashion (McAleese, 2004). 

 

People buy different goods and services over a lifetime. Taste in food, clothes, 

furniture and recreation is often related to gender, age and life–stage.  
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Consumption is also shaped by the family life cycle and composition of a 

particular household at any point in time (Kotler and Keller, 2006). 

 

Infrastructure and technological advancement of a society also impact on 

consumption by households. Exposure or awareness, as well as access to 

goods and services, will impact on spending. 

 

Need states evolve as consumers become more sophisticated. The level of 

economic development is measured by the Human Development Index (HDI) 

and will be addressed in Chapter 4. The basic premise is that the more 

developed a society, the higher the likelihood of spending on non-essential 

goods and services (Begg and Ward, 2003). 

 

2.4 EMPIRICAL TRENDS IN SPENDING PATTERNS IN EMERGING 
MARKETS 

 

2.4.1 Convergence, connectivity and increasing levels of 
development 

 

“The nation is the neighbourhood and the world is just next door” (Wesely-

Clough, 2005). 

 

The world is becoming smaller owing to globalisation. Globalisation is not only 

a primarily economic phenomenon. It does increase the interaction and 

integration of national economic systems through the growth in international 
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trade, investment and capital flows, but it also facilitates a rapid increase in 

cross-border social, cultural and technological exchange. Globalisation renders 

physical boundaries irrelevant with instantaneous communications, knowledge 

and culture sharing around the world.  In this “global village”, global brands 

can exist as cultures and consumer behaviour converge (Hill, 2007). 

 

Globalisation has impacted on the development of emerging consumers. A 

“transnational” culture has been created through global mass communication. 

The impact of transnational culture is huge among the poor owing to the 

lifestyle it represents (Janus, 2005). 

 

The middle-class is increasingly exposed to more market information. They 

have access to more information, products, credit and differing cultures, and 

are becoming increasingly aware of many alternatives. Emerging consumers 

are more knowledgeable and more mobile, and in many cases lifestyles and 

expectations are independent of the country in which they live (Maharajh and 

Heitmeyer, 2005). “Information seeking” and “connectivity” have been 

identified by Datamonitor (2005(1), 2005(2)) as two of the leading global 

consumer trends. 

 

Roberts (1998) predicts that workers will become increasingly educated. With 

all the media channels and the amount of information to absorb, many brands 

are being overloaded (Allen and Rigby, 2005). The speed of consumer 
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evolvement in Russian markets is challenging companies with regard to their 

branding (Bailey, 1998). 

 

China’s acceptance of new lifestyles and rising incomes are contributing to a 

heightened awareness of the benefits of a university education, new interest 

in travelling abroad, a desire to invest in stocks and real estate and a growing 

demand for insurance (Li, 2005). 

 

2.4.2 Consumers are becoming wealthier in general, wealthier at a 
younger age and have wider access to credit 

 

Both Datamonitor consumer reports (2005(1), 2005(2)) state that consumers 

are becoming wealthier and that individuals with a historically average income 

are rapidly becoming affluent individuals. 

 

Tomorrow’s consumers will have more discretionary income, less time, more 

choices and new spending patterns – depending on age, geography and 

wealth.  Developing economies are growing rapidly and their disposable 

incomes are approaching levels that will trigger new spending on categories 

beyond the basics, such as athletic footwear and kitchen appliances (Allen 

and Rigby, 2005). 

 

Shifting income and demographics have placed tremendous spending power 

in the hands of young people. The funds for youthful luxury spending often 
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come from ageing, affluent baby boom parents who help finance their 

children’s lifestyles (http://knowledge.wharton.upenn.edu). 

 

All across Asia younger consumers are growing richer and are less frugal than 

their saving-oriented parents. In 2000 there were 1.2 billion Asians aged 

between 30 and 59 – this figure is likely to rise to 1.7 billion by 2020. Asia’s 

consumers are blessed with increasing spending power. Asia’s growing 

number of well-educated, sophisticated single people and couples enjoy a 

sense of confidence in their own rising living standards (Wood, 2003).  China 

has seen a rapid rise in disposable income and a growing ability to buy on 

credit (Li, 2005). 

 

In India there are 420 million people under the age of twenty-five. Twenty-

two million people join the ranks of the middle-classes every year and 67 

million have an average annual income of US$25 000 (Galbraith, 2005). 

Research shows that the top of the income pyramid is growing at a much 

faster rate than the bottom of the pyramid. Projections suggest a real 

increase in income levels, bringing more people out of subsistence living and 

into reach of discretionary consumption (Dutta, 2005). 

 

Emerging consumers use credit to extend their purchasing power (D’Andrea, 

Strengel and Goebel-Krstelj, 2004). Access to credit in India, for instance, has 

made it possible for people to own their own homes. These growing middle-
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class markets have also driven the demand for automobiles, appliances, 

student loans and many other products (Banga and Mahajan, 2005). 

 

2.4.3 Access to infrastructure 

 

General Electric forecasts that 60% of its revenue will come from emerging 

markets over the next ten years. Factors that historically limited globalisation 

(such as lack of telecommunications, transport and trained workers) no longer 

apply in emerging countries like India and China (Blumberg, 2005). 

 

There is severe poverty in Latin America, but a significant portion of low and 

low-middle-income households have running water and electricity, and basic 

appliances such as refrigerators, televisions and radios. They also have 

washing machines and video recorders, and access to cars (D’Andrea et al, 

2004). 

 

Until 2004 personal computer users numbered 600 million. It is projected that 

this figure will have increased to one billion by 2010 (Kanellos, 2004).  

Knowledge is increasingly digitised and technology has enabled the 

enfranchisement of consumers (Euromonitor, 2005). 

 

The development of shopping centres in emerging markets has also 

contributed to the changing mix in consumer spending. Amusement is being 

combined with shopping to create recreational experiences for the whole 
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family. The increase in car ownership also makes transportation to the malls 

feasible. 

 

A report by TNS Vietnam ( http://english.vietnamnet.vn) quotes “telecom and 

technologies” as one of the top 10 trends in Vietnam. The country has 

become technologically more advanced and prices have fallen considerably 

with the deregulation of the telecom sector. Mobile and Internet usage has 

soared over the past couple of years. 

 

2.4.4 Shifting demographics 

 

It has been stated that younger consumers are increasingly wealthier. 

Another trend is that of increased female buying power. The female influence 

on the shopping occasion will continue to increase. Consumers in general are 

ageing, but life-cycle stages, lifestyles and attitudes will be influenced less by 

chronological age (Roberts, 1998). 

 

Another trend is that minority population segments in Latin America are 

growing at many times the rate of the general market (Caceres, 2006). 

 

Asia’s consumer markets are being driven by the increase of female 

consumers, young single people and the elderly. The role of female 

consumers is changing owing to their changing roles in the production side of 

the economy. It is projected that female discretionary spending in Asia’s 
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affluent economies will amount to US$350-billion by 2015 and US$190-billion 

in emerging Asia (Feliciano, 2006). 

 

There is mention of rapidly expanding urban areas within emerging 

economies. The ratio of urban to rural dwellers is steadily increasing. By 2015 

more than half of the world’s population will be urban (Euromonitor, 2005). 

 

2.4.5 “Trading up” or the “drift into premium” 

 

There are several mentions of emerging markets and the success of premium 

goods that are ascribed to more than just economic prosperity. Low-income 

consumers more frequently trade up to luxury purchases as spending “drifts” 

into premium product categories (Allen and Rigby, 2005). 

 

Although low-income consumers are poor, proportionately they spend more of 

their income on consumer goods than those in wealthier segments. Emerging 

consumers spend 50% to 75% of their disposable income on consumer 

products (D’Andrea et al, 2004). 

 

China is now the world’s third largest buyer of luxury consumer goods. 

Consumption is shifting from meeting basic needs to an “enjoy now” phase 

where higher-end purchases are no longer out of reach (Li, 2005). Lower 

income groups spend on luxury on a budget and consumers increasingly seek 

“accessible premium” offerings (Datamonitor, 2005(1), 2005(2)). Estimates in 
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2004 showed that Chinese consumers already accounted for 11% of 

worldwide revenues of luxury-goods firms. It is projected that by 2014 the 

Chinese will have become the world’s leading luxury shoppers, contributing 

24% of global revenues. 

 

Increased accessibility has fuelled the “democratisation of luxury” - what was 

premium is now often mainstream (Datamonitor, 2005(1), 2005(2)). The 

drive for aspirational luxury is continuous and will intensify (Wesely-Clough, 

2005). Sales of consumer durables, cars and mobile telephones are growing 

as disposable incomes and aspirations in emerging markets surge upward 

(Banga and Mahajan, 2005). Emerging consumers have a big appetite for the 

top luxury brands. 

 

When necessities have been purchased and consumers have excess funds, 

they indulge themselves in purchases that are based on emotion rather than 

physiology, a consumerist progression up Maslow’s hierarchy of needs. 

Consumers can purchase products that make them feel better about 

themselves, that allow them to feel as if they have access to something elite, 

that feed and fulfil the middle-market consumer in ways that enable feelings 

of prestige (Silverstein and Fiske, 2003). 

 

Luxury spending has gone mass market. Demand for luxury products are 

coming from emerging economies with a big appetite for luxury brands and 

conspicuous consumption. Luxury spending is fuelled by a desire for 



 28

popularity and attractiveness, individualism and being exclusive (Datamonitor, 

2005(1), 2005(2)). 

 

Galbraith (2005) coins this concept a “luxury spending binge” or the “era of 

mass luxury”. He describes Russia in particular where both economic growth 

and wealth creation are increasing at a fast rate, but savings are almost non-

existent. Russia is a young consumption economy, unwilling to save. There 

are increased numbers of design and fashion shops selling high-end clothing, 

footwear, leather goods, jewellery and eyewear, Russians see luxury goods as 

an expression of democracy, something that is accessible to everyone. At the 

same time, consumers are discerning and look for clothes and accessories of 

the highest standards. Russia has been a sleeping giant whose potential is 

only now beginning to emerge and is producing the most determinedly 

conspicuous consumers. Procter & Gamble, Nestle, L’Oreal and Ikea are some 

of the multinationals that also view Russia as their fastest growing market 

(Belton, 2002). 

 

There is a myth that low-income and subsistence-level consumers’ needs are 

simple, but the reality is that these consumers buy premium-priced branded 

products and are sophisticated shoppers. They are willing to pay more for 

leading and intermediate brands. The impulse to buy brands is not just a 

response to advertising campaigns, nor are emerging consumers carefree 

about their choices. They express a strong desire to buy branded products of 

all kinds although affordability remains a constraint. As a whole, emerging 
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consumers aspire to buy brands regardless of price because brands embody 

the quality and status that inspire confidence in the products and in 

themselves. They would rather pay more for quality than risk product failure. 

Another myth is that emerging consumers are overwhelmingly attracted to 

the lowest shelf price. This is not the case. Emerging consumers are sensible 

shoppers that take into account factors other than price in calculating their 

shopping costs (D’Andrea et al, 2004). 

 

Cohen (2004) also reports surprising consumer behaviour in Vietnam where 

there is a preference for expensive brands in Hanoi and Ho Chi Minh City. A 

report by TNS Vietnam (http://english.vietnamnet.vn) shows the Vietnamese 

are spending more than ever before on entertainment, high-tech consumer 

goods, health and beauty. “Aspiration” is quoted as one of the top 10 trends 

in Vietnam. Vietnamese have embraced the concept of branding and know 

what different brands promise. “Willing to pay more” is another trend as there 

is more disposable income. There is a penchant for durable, effective 

products, even at higher prices. 

 

During a field experiment in Bolivia it was found that the poor is willing to pay 

a premium for designer labels as a symbol of prosperity (Kempen, 2004). 

 

This trend is also evident in the alcohol industry. Trading up to premium 

alcoholic drinks is a phenomenon observed in both developed and developing 
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countries, fuelled by the demand for prestige, connoisseur goods that denote 

status and success (www.wosa.co.za). 

 

Fragrance manufacturers have found that prestige products are growing 

faster than the overall markets in Argentina. Surprisingly, part of the 

attraction is the fact that these fragrances are so expensive (McArdle, 1998). 

 

Traditional luxury items and brands, once accessible only to those in upper-

income brackets, have become more available to more consumers. 

Consumers are attracted to entry-level luxury items and will “trade up” to 

more substantial purchases as their income or wealth increases. However, 

consumers are setting spending priorities – trading up on certain purchases 

and trading down on others (McIntosh and Valerio, 2005). 

 

People of all ages and income levels have various aspirations at different 

stages in life. Many consumers are making decisions on where they want to 

trade up or trade down. Few can afford to trade up everywhere 

(http://knowledge.wharton.upenn.edu). 

 

The Economist (2005) discusses the “trading up” and “trading down” 

phenomena. Many traditional mid-market shoppers are abandoning mid-range 

products for a mix of extremely cheap goods and a few expensive luxuries 

that they would once have through out of their price league. This is also 

referred to as “selective extravagance”. 
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The Boston Consulting Group notes the same phenomenon, namely that 

consumers are in some instances trading down in certain categories to be 

able to trade up in others. The phenomenon is growing throughout Western 

Europe, Japan and Australia, and is expected to materialise among the rising 

middle-class in mega-economies such as China (www.retailindustry. 

about.com). 

 

Datamonitor (2005(1), 2005(2)) also refers to this concept as “hi-lo” 

consumption. They refer to these consumers as “sacrificial” consumers who 

save on essential items to buy a premium item. 

 

A study by Price Waterhouse Coopers (2005) found that “extreme price 

sensitivity at one end of the market and a move towards upscale products at 

the other is leading to consumer dichotomy and market polarisation. 

Therefore, premium brands, private labels and value low-price labels are all 

being developed and equally successful.” 

 

Allen and Rigby (2005) refer to this concept as “crossover” buying behaviour 

as low-end consumers reach for luxury goods. They state that “high-end” 

consumers will sometimes buy cheaper goods and “low-end” consumers seek 

the occasional luxury experience. “Crossover” buying behaviour creates cross-

category competition. Consumers are not only making trade-offs within 
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categories, but also between categories. Competition for the 2020 consumer’s 

wallet share will increase from unlikely sources. 

 

2.4.6 Convenience 

 

Ease is becoming the ultimate luxury and time is increasingly viewed a scarce 

luxury. Datamonitor (2005(1), 2005(2)) found that consumers regarded extra 

time to be so valuable that it is worth paying for. 

 

With economic reforms, some emerging economies have been left with lower 

employment rates and higher inflation. These consumers do extra jobs and 

have little discretionary time. Furthermore, higher levels of education lead to 

higher levels of search, and often quality cues are used as a means of 

reducing complexity in shopping (Feick, Coulter and Price, 1995). 

 

The ability to deliver convenience shopping is dependent on the available 

retail channels. The face of convenience shopping is evolving quickly – an 

example is petroleum food marts (Euromonitor, 2005). 

 

2.4.7 Health and well-being 

 

Datamonitor (2005(1), 2005(2)) identified “health and self-medication”, as 

well as “seeking reduced guilt indulgences and everyday self-indulgence”, as 

two of the leading emerging market consumer trends.  



 33

 

Complementary and alternative medicines are likely to become more popular 

and in Roberts’s view (1998) self-health care will flourish. 

 

A report by TNS Vietnam (http://english.vietnamnet.vn) recognises “health 

and well-being” as one of the top ten trends in Vietnam. This has sparked 

healthier diets and new product choices. 

 

2.4.8 Cocooning 

 

“Comfort and safety” is yet another trend identified by Datamonitor (2005(1), 

2005(2)). This trend entails simplified lifestyles and valuing the home as a 

safe retreat. The importance of family time and interaction is increasing. 

 

The home is increasingly seen as a sanctuary, a stronghold, an escape and an 

entertainment place (Euromonitor, 2005).  There is a trend towards re-

creating experiences from the outside world into “insperiences” for the home. 

Consumers will choose to still have experiences outside the home, but will 

increasingly spend more time at home. Consumers are time-starved, so 

having or doing things at home is convenient and saves time 

(www.trendwatching.com). 

 

A report by TNS Vietnam (http://english.vietnamnet.vn) quotes “home and 

living” as one of the top 10 trends in Vietnam.  Vietnamese are spending 
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more time at home for leisure and entertainment. They have upgraded from 

regular television sets to flat screens, from stereos and video recorders to 

digital devices, and have bought computers. They are also renovating their 

homes and buying higher-end products, reflecting the move towards status 

brands and sophisticated high-tech equipment. 

 

2.5 SUMMARY 

 

FCE is the broadest measure of household spending. It is affected by 

disposable income, inflation, interest rates, consumer expectations, price and 

price expectations, tastes and preferences, demographic factors, the level of 

development and other qualitative and quantitative factors as discussed. 

 

FCE is segmented into durable and semi-durable spending, non-durable 

spending and spending on services.  The sub-product categories could be 

regarded as either discretionary or non-discretionary spending items, but the 

difference is not always clear-cut.  Discretionary spending takes off at higher 

levels of disposable income. 

 

The second part of the Chapter dealt with the following empirical emerging 

market consumer trends: 

 

• Convergence, connectivity and increasing level of development. 
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• Consumers are becoming wealthier in general, wealthier at a younger 

age and have wider access to credit. 

• Access to infrastructure. 

• Shifting demographics. 

• “Trading up” or the “drift into premium”. 

• Convenience. 

• Health and well-being. 

• Cocooning. 

 

Globalisation has prompted increasing convergence between consumer 

culture and spending patterns. Globalisation has impacted on the 

development of emerging consumers by opening up markets and access to 

information. Global brands contribute to this phenomenon. Increased access 

to information has stimulated heightened interest in travelling abroad, 

education and financial services. 

 

Shifting demographics has placed greater spending power into the hands of 

younger consumers who are more likely to save less and spend more on 

premium products. Access to credit and financial services has allowed 

increased asset ownership. 

 

Increases in income and wealth, combined with increased access to 

infrastructure and information, have resulted in the “democratisation of 

luxury” phenomenon. Lower income consumers trade up to buy branded, 
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expensive goods, whilst trading down in other categories to be able to afford 

these indulgences. Sales of consumer durables, cars and mobile telephones 

are growing as disposable incomes and aspirations in emerging markets surge 

upward. 

 

Emerging consumers aspire to buy brands representing quality and status 

that inspire confidence in the products and in themselves.  They would rather 

pay more for quality than risk product failure and they are not always just 

attracted by lower prices. 

 

Secondary trends include convenience, cocooning and health and well-being.  

Complementary and alternative medicines are likely to become more popular 

and self-health care should flourish. 

 

Three research questions based on the literature review will be put forward in 

Chapter 3. 
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3. RESEARCH QUESTIONS 

The research objectives are as follows: 

 

1. To evaluate the evolution in consumer spending-mix changes in selected 

emerging markets in order to define generic winners and losers in the 

spending mix. 

2. To determine whether there are generic groups of variables, economic 

or otherwise, that drive the evolution in spending mix at certain stages 

of the development or wealth position of selected emerging countries. 

 

Three research questions flow from the research objectives and the literature 

review. 

 

Research question 1: 

 

Research shows that emerging market consumers are becoming wealthier and 

more aware of their demand for higher quality products (Banga and Mahajan, 

2005; Maharajh and Heitmeyer, 2005). Spending power is increasing and 

higher income elastic products are those that are more likely to benefit from 

an increase in disposable income - usually status goods (Schiller, 2000). 
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Drift into premium goods and access to financial services contribute to the 

opinion of several authors that luxury goods (specifically durable and semi-

durable goods and services) have gained share of consumer spending (Allen 

and Rigby, 2005; Dutta, 2005; D’Andrea et al, 2004; Prahalad, 2005; Banga 

and Mahajan, 2005; Galbraith, 2005; Cohen, 2004; Kempen, 2004; McIntosh 

and Valeria, 2005; Li, 2005; Silverstein and Fiske, 2003). 

 

Research question 1 

Which sub-categories have gained significant share of Final Consumption 

Expenditure by Households in emerging markets? 

 

Hypothesis: Research question 1 

H0 : All sub-categories maintained their share of FCE 

H1 : Some categories gained more share growth than others 

 

 

Research question 2: 

 

Hill (2007) and Sichel (2003) agree that consumer behaviour is converging. 

The impact of transnational culture is deemed to be especially significant 

among the poor (Janus, 2005). 
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The acceptance of new lifestyles and rising incomes are contributing to 

heightened awareness of the benefits of a university education, a new 

interest in travelling abroad, a desire to invest in stocks and real estate and a 

growing demand for insurance, luxury goods, health and wellness goods and 

services, as well as goods and services contributing to convenience (Li, 2005; 

Roberts, 1998; Feick et al, 1995; Wesely-Clough, 2005). Banga and Mahajan 

(2005) also concur that growing middle-class markets have driven the 

demand for automobiles, appliances, student loans and many other products. 

 

Developing economies are growing rapidly and their disposable incomes are 

approaching levels that will trigger new spending on categories beyond the 

basics, such as athletic footwear and kitchen appliances (Allen and Rigby, 

2005). 

 

Research question 2 

Which goods and services emerge as generic winners and losers within the 

sub-categories of consumer expenditure across emerging markets? 

 

Hypothesis : Research question 2 

H0 : No specific products and services gained or lost significant share of FCE 

H1 : Some products and services gained or lost significant share of FCE 
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Research question 3: 

 

Need states evolve as consumers become more sophisticated and educated.  

The basic premise is that the more developed a society, the higher the 

likelihood of non-essential goods and services spending (Begg and Ward, 

2003). 

 

Consumption by households is also affected by infrastructure and 

technological advancement of a society. Exposure or awareness, as well as 

access to goods and services, will impact on spending. Factors that historically 

limited development (such as lack of telecommunications, transport and 

trained workers) are improving rapidly (Blumberg, 2005; Kanellos, 2004; 

Bradley and Patton, 1998; Janus, 2005; Maharajh and Heitmeyer, 2005; 

D’Andrea et al, 2004). 

 

The median age of emerging market consumers is decreasing, but spending 

power at a younger age is increasing. Female spending power is also on the 

rise (Roberts, 1998; Kotler and Keller, 2006; Wood, 2003; Maharajh and 

Heitmeyer, 2005; Feliciano, 2006). 

 

Increased income, access to credit and income distribution will also impact on 

the mix of spending in emerging markets (Roberts, 1998; Farrell et al, 2006; 

Banga and Mahajan, 2005; Wood, 2003; McIntosh and Valerio, 2005; 
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D’Andrea et al, 2004; Galbraith, 2005; Maharajh and Heitmeyer, 2005; Dutta, 

2005; Allen and Rigby, 2005). 

 

Research question 3 

Is there a path of evolution in consumer expenditure in emerging markets 

and is it possible to project a mix of expenditure based on economic and 

other factors? Is there is a specific mix of consumer spending associated with 

a certain level of economic development, demographics or level of prosperity? 

 

Hypothesis : Research question 3 

H0 : Certain variables are predictors of sub-category share mix of FCE 

H1 : No specific set of variables has predictive power over sub-category share 

mix of FCE 
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4. RESEARCH METHODOLOGY 

 

4.1 RESEARCH DESIGN 

 

Research design links into the conceptual framework of research. As per the 

suggestions of Welman and Kruger (2001), a literature review was completed 

to ensure the clear formulation of research questions. The choice of the 

research design depended on the research questions. 

 

The literature review not only provided research questions, but also provided 

information as to the variables that could be used in the analysis ofFCE. 

 

The research was quantitative in nature, leveraging secondary economic and 

other databases for statistical and other analysis. The research was also both 

descriptive and explanatory. Descriptive research is used to obtain information 

concerning the current status of a phenomenon in order to describe "what 

exists" with respect to variables or conditions in a situation (Albright, Winston 

and Zappe, 2003).  Commonality and trends in the mix of FCE between 

emerging countries were explored. 

 

Explanatory research involves determining causality rather than correlation, as 

well as potentially highly complex economic models and econometric analysis. 
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Commonality in the mix of FCE between emerging countries was explored and 

an attempt was made to determine causality between spending mix and 

economic and other variables. 

 

The unit of analysis was annual time series data in US$ for comparability. The 

unit of analysis of the explanatory variables included US$, indices, ratios and 

population statistics. 

 

4.2 POPULATION 

 

The population for research questions 1 and 2 comprised low-income, middle-

income and upper-middle-income economies as classified by the World Bank. 

These economies are sometimes referred to as developing or emerging 

economies. The use of the term is convenient, but it is not intended to imply 

that all economies in the group are experiencing similar development or that 

other economies have reached a preferred or final stage of development. 

Classification by income does not necessarily reflect development status. 

 

Economies are classified according to 2005 Gross National Income per capita, 

calculated by the World Bank. Low-income is regarded as US$875 or less per 

annum, lower-middle-income between US$876 and US$3 465 per annum, 

upper-middle income between US$3 466 and US$10 725, and high-income 

higher than US$10 726 (http://web.worldbank.org). 
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Table 4.1: Low-income, lower-middle-income and upper-middle-
income economies as per the World Bank classification 

 
Low-income 

economies (54) 
Lower-middle-income 

economies (58) 
Upper-middle-income 

economies (40) 
Afghanistan Albania American Samoa 
Bangladesh Algeria Argentina 
Benin Angola Barbados 
Bhutan Armenia Belize 
Burkina Faso Azerbaijan Botswana 
Burundi Belarus Chile 
Cambodia Bolivia Costa Rica 
Central African Republic Bosnia and Herzegovina Croatia 
Chad Brazil Hungary 
Comoros Bulgaria Latvia 
Congo, Dem. Rep Cameroon Lebanon 
Cote d'Ivoire Cape Verde Libya 
Eritrea China Lithuania 
Ethiopia Colombia Malaysia 
The Gambia  Congo, Rep. Mauritius 
Ghana Cuba Mayotte 
Guinea Djibouti Romania 
Guinea-Bissau Dominican Republic Russian Federation 
Haiti Ecuador Seychelles 
India Egypt, Arab Rep. Slovak Republic 
Kenya El Salvador South Africa 
Korea, Dem Rep. Fiji St. Kitts and Nevis 
Kyrgyz Republic Georgia St. Lucia 
Peoples Democratic 
Republic of Lao  

Guatemala St. Vincent and the 
Grenadines 

Liberia Guyana 
Madagascar Honduras 
Malawi Indonesia 
Mali Iran, Islamic Rep. 
Mauritania Iraq 
Mongolia Jamaica 
Mozambique Jordan 
Myanmar Kazakhstan 
Nepal Kiribati 
Niger Lesotho 
Nigeria Macedonia, FYR 
Pakistan Maldives 
Papua New Guinea Marshall Islands 
Rwanda Micronesia, Fed. Sts. 
Sao Tome and Principe Moldova 
Senegal Morocco 
Sierra Leone Namibia 
Solomon Islands Nicaragua 
Somalia Paraguay 
Sudan Peru 
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Tajikistan Philippines 
Tanzania Samoa 
Timor-Leste Serbia and Montenegro 
Togo Sri Lanka 
Uganda Suriname 
Uzbekistan Swaziland 
Vietnam Syrian Arab Republic 
Yemen, Rep. Thailand 
Zambia Tonga 
Zimbabwe Tunisia 

 Turkmenistan 
 Ukraine 
 Vanuatu 
 West Bank and Gaza 

 

The population for research question 3 comprised all the countries in the 

world. 

 

4.3 SAMPLING 

 

Sampling was judgemental (Welman and Kruger, 2001). The sample for 

research questions 1 and 2 was shaped by data availability, as well as the 

following criteria: 

 

• Countries included in the sample needed to be sufficiently comparable to 

South Africa with regard to - 

o size of the economy and wealth levels (proxy used was Gross 

Domestic Product per capita (US$ purchase power parity)); and 

o level of development (proxy used was the Human Development 

Index). 
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• The most prominent leading emerging markets had to be included in the 

study. Some would lead and some would lag the level of economic 

development in South Africa. 

• Regional or geographic representation was preferable. 

 

Based on the above-mentioned criteria, the following countries were included 

in the analysis. They are ranked in order of Gross Domestic Product per capita 

(US$ purchase power parity (PPP)): 

 

Table 4.2: Sample countries for research questions 1 and 2 
 

 Country GDP per 
capita (US$ 

PPP) 
2005 

Gini 
coefficient 

(latest) 

Growth in 
real 

disposable 
income per 

capita (2000 
to 2005) 

Human 
Development 
Index (latest)

1. Czech 
Republic 

17,193 25.4 2.6% 0.868 

2. Hungary 15,842 24.4 2.9% 0.862 
3. Argentina 12,384 52.2 -2.4% 0.863 
4. Poland 12,297 34.1 1.6% 0.858 
5. Chile 11,018 56.7 2.1% 0.854 
6. South Africa 10,412 59.3 0.9% 0.658 
7. Russia 10,305 39.9 9.8% 0.795 
8. Malaysia 10,290 49.2 2.8% 0.796 
9. Mexico 9,649 53.1 -1.3% 0.814 
10. Brazil 8,363 60.7 1.7% 0.792 
11. Thailand 8,266 41.4 3.8% 0.778 
12. Colombia 6,818 57.1 0.4% 0.785 
13. China 5,802 40 9.3% 0.755 
14. Peru 5,649 49.8 0.2% 0.762 
15. Venezuela 4,689 49.1 0.8% 0.772 
16. Egypt 4,077 34.4 0.7% 0.659 
17. India 3,040 37.8 2.5% 0.602 
 

Source: International Monetary Fund, Euromonitor, United Nations, 

World Bank, CIA World Factbook 
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The sample for research question 3 was shaped by data availability. The 

following 61 countries were included in the analysis: Algeria, Argentina, 

Australia, Austria, Belarus, Belgium, Bolivia, Brazil, Bulgaria, Chile, China, 

Colombia, Croatia, Czech, Denmark, Ecuador, Egypt, Estonia, Finland, France, 

Germany, Greece, Hungary, India, Indonesia, Ireland, Israel, Japan, Jordan, 

Latvia, Lithuania, Malaysia, Mexico, Morocco, Netherlands, New Zealand, 

Nigeria, Norway, Pakistan, Peru, Poland, Portugal, Romania, Russia, Saudi 

Arabia, Singapore, Slovakia, Slovenia, South Africa, Spain, Sweden, 

Switzerland, Thailand, Tunisia, Turkey, UK, Ukraine, United Arab Emirates, 

USA, Venezuela and Vietnam. 

 

4.4 DATA COLLECTION 

 

Data required for this study was secondary in nature and was procured from 

the sources listed below. The dependent variable sample ranged from 1990 to 

2005. Independent variables were mostly available for 2005. In instances 

where 2005 data was not available, the most recent available data was used. 

 

Table 4.3: Data used in the analysis 
 

Data / Data 
series 

Dependent / 
Independent 

Proxy for Applicable 
to research 

question 

Source 

Final Consumption 
Expenditure by 
sub-category 

Dependent  1, 2, 3 Euromonitor 

Classification of 
countries 

Independent  1, 2 World Bank 
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Real Gross 
Domestic Product 
growth 

Independent Income 3 World Bank 

Gross Domestic 
Product per capita 
(US$ purchase 
power parity) 

Independent Income 3 International 
Monetary 

Fund 

Gross National 
Income per capita 

Independent Income 3 World Bank 

Gross Capital 
Formation 
(investment) as a 
percentage of GDP 

Independent Infrastructure 
and level of 
development 

3 World Bank 

Population and 
population growth 

Independent Demographics 3 World Bank 

Life expectancy at 
birth (number of 
years) 

Independent Level of 
development 

3 World Bank 

Median age Independent Demographics 3 CIA World 
Fact Book 

Adult literacy rate Independent Level of 
development 

3 World Bank 

Human 
Development 
Index 

Independent Infrastructure 
and level of 
development 

3 United 
Nations 

Distribution of 
income (Gini 
coefficient) 

Independent Income 3 United 
Nations 

CIA World 
Fact Book 

Disposable income  
- total and per 
capita 

Independent Income 3 Euromonitor 

Electric power 
consumption per 
capita 

Independent Infrastructure 
and level of 
development 

3 World Bank 

Fixed line and 
mobile phone 
subscribers 

Independent Infrastructure 3 World Bank 

Fertility rate Independent Level of 
development 

3 World Bank 

Internet users Independent Infrastructure 3 World Bank 
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4.5 DATA ANALYSIS 

 

Visual representation and inspection, as well as descriptive statistics of the 

data, were followed by statistical analysis. 

 

The paired sample t-test was used to test research question 1. The Wilcoxon 

test and stepwise regression techniques were used to test research questions 

2 and 3 respectively. 

 

4.6 RESEARCH LIMITATIONS 

 

The research had the following limitations: 

 

• The research was dependent on the availability of sufficient comparative 

data for the countries included in the sample. 

• Not all changes in consumer behaviour are quantifiable and predictable. 

Each country has a unique set of cultural, political and national issues. 

• Data integrity was an issue: 

o Data was extracted from various independent sources and in 

disaggregated format. 

o Statistical agencies in emerging markets and their ability to collect 

and collate data are sometimes questionable. 

o Sample periods differed and in some cases there were gaps in the 

data. 
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5. RESEARCH RESULTS 

 

5.1 INTRODUCTION 

 

The results of the data analysis are presented in this Chapter. Results are 

clustered around the following research questions: 

1. Which sub-categories have gained significant share of Final Consumption 

Expenditure by Households in emerging markets? 

2. Which goods and services emerge as generic winners and losers within the 

sub-categories of consumer expenditure across emerging markets? 

3. Is there a path of evolution in consumer expenditure in emerging markets 

and is it possible to project a mix of expenditure based on economic and 

other factors? Is there is a specific mix of consumer spending associated 

with a certain level of economic development, demographics or level of 

prosperity? 

 

Sample countries for research questions 1 and 2 include seventeen emerging 

markets, namely Czech Republic, Hungary, Argentina, Poland, Chile, South 

Africa, Russia, Malaysia, Mexico, Brazil, Thailand, Colombia, China, Peru, 

Venezuela, Egypt and India. FCE and the four sub-categories are analysed. 
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Sample countries pertaining to research question 3 include the following 61 

countries: Algeria, Argentina, Australia, Austria, Belarus, Belgium, Bolivia, 

Brazil, Bulgaria, Chile, China, Colombia, Croatia, Czech, Denmark, Ecuador, 

Egypt, Estonia, Finland, France, Germany, Greece, Hungary, India, Indonesia, 

Ireland, Israel, Japan, Jordan, Latvia, Lithuania, Malaysia, Mexico, Morocco, 

Netherlands, New Zealand, Nigeria, Norway, Pakistan, Peru, Poland, Portugal, 

Romania, Russia, Saudi Arabia, Singapore, Slovakia, Slovenia, South Africa, 

Spain, Sweden, Switzerland, Thailand, Tunisia, Turkey, UK, Ukraine, United 

Arab Emirates, USA, Venezuela and Vietnam. 

 

The dependent variable is the mix of consumer spending and the independent 

variables include FCE by sub-category, Real Gross Domestic Product growth, 

Gross Domestic Product per capita (US$ purchase power parity), Gross 

National Income per capita, Gross Capital Formation (investment) as a 

percentage of GDP, population and population growth, life expectancy at birth 

(number of years), median age, adult literacy rate, human development 

index, distribution of income (Gini coefficient), disposable income, disposable 

income per capita, electric power consumption per capita, fixed line and 

mobile phone subscribers, fertility rate and internet users. 
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5.2 RESULTS OF DATA ANALYSIS: RESEARCH QUESTION 1 

 

The dependent variable is FCE in nominal US$. FCE is disaggregated into four 

sub-categories, namely durable goods, semi-durable goods, non-durable 

goods and services.  The term “current” implies that the impact of inflation 

has not been excluded. Graphical and simple analyses are followed by formal 

statistical testing. 

The share mix of the sample countries is as follows: 

Table 5.1: Spending mix: 1990 versus 2005 
 
 Durable 

goods 
Semi-durable 

goods 
Non-durable 

goods 
Services  

 1990 2005 1990 2005 1990 2005 1990 2005 
Argentina 10.5% 9.3% 9.2% 8.5% 44.5% 42.6% 35.8% 39.6% 
Brazil 13.8% 12.3% 11.3% 7.0% 33.1% 25.7% 41.7% 55.0% 
Chile 6.2% 5.0% 14.6% 9.2% 44.4% 45.0% 34.8% 40.8% 
China 10.4% 14.0% 16.3% 8.1% 54.0% 41.1% 19.3% 36.8% 
Colombia 5.8% 6.4% 12.0% 7.7% 48.0% 42.3% 34.2% 43.5% 
Czech 11.1% 10.6% 12.1% 8.7% 54.6% 47.5% 22.1% 33.1% 
Egypt 7.3% 8.2% 6.6% 4.3% 53.4% 45.7% 32.8% 41.7% 
Hungary 10.2% 10.0% 10.1% 6.9% 56.0% 51.6% 23.8% 31.6% 
India 6.8% 6.8% 5.9% 4.4% 61.4% 58.8% 25.9% 30.0% 
Malaysia 14.1% 13.6% 4.4% 3.9% 37.6% 37.3% 43.9% 45.2% 
Mexico 6.5% 6.8% 13.1% 9.0% 38.8% 36.0% 41.6% 48.2% 
Peru 6.9% 8.0% 9.1% 7.9% 45.1% 42.4% 39.0% 41.7% 
Poland 9.5% 9.3% 7.4% 6.0% 56.5% 46.5% 26.5% 38.2% 
Russia 13.5% 11.3% 18.1% 9.9% 44.1% 57.0% 24.3% 21.8% 
South Africa 9.0% 7.9% 7.8% 9.5% 44.6% 42.1% 38.6% 40.6% 
Thailand 15.5% 13.4% 10.8% 11.9% 39.8% 42.4% 33.9% 32.3% 
Venezuela 2.9% 4.0% 10.5% 3.7% 55.5% 42.4% 31.1% 49.8% 
Unweighted 
average 

9.4% 9.2% 10.5% 7.4% 47.7% 43.9% 32.3% 39.4%

Maximum 15.5% 14.0% 18.1% 11.9% 61.4% 58.8% 43.9% 55.0%
Minimum 2.9% 4.0% 4.4% 3.7% 33.1% 25.7% 19.3% 21.8%
Standard 
deviation 

3.5% 3.0% 3.7% 2.3% 8.0% 7.6% 7.5% 8.1% 

Source: Euromonitor 
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Initial visual inspection of the spending mix reveals relatively stagnant to 

marginally declining shares of durables in the majority of countries from 2000 

onwards: 

 

Figure 5.1: Share of durable goods of total FCE 
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Source: Euromonitor 

 

Initial visual inspection of the spending mix reveals declining shares of semi-

durables in the majority of countries: 
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Figure 5.2: Share of semi-durable goods of total FCE 
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Source: Euromonitor 

 

Initial visual inspection of the spending mix reveals declining shares of non-

durables in the majority of countries: 
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Figure 5.3: Share of non-durable goods of total FCE 
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Source: Euromonitor 

 

Initial visual inspection of the spending mix reveals significantly increased 

shares of services in the majority of countries: 
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Figure 5.4: Share of services of total FCE 
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Source: Euromonitor 

 

Compound annual growth rates (CAGR) of the four spending categories 

versus total consumer spending in each country confirm the visual trends. 

The fifteen-year (1990 to 2005), ten-year (1995 to 2005) and five-year (2000 

to 2005) CAGR are compared. The coloured cells show where sub-category 

growth exceeds total spending growth. 
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Table 5.2: Compound annual growth comparisons: Durable goods 
versus total FCE 

 
 Durable goods  Total FCE 
 15CAGR 10CAGR 5CAGR 15CAGR 10CAGR 5CAGR 

Argentina -4.4% -10.3% -20.8% -3.6% -9.2% -19.5% 
Brazil 3.2% 0.5% 3.7% 4.0% 1.6% 4.2% 
Chile 5.7% 2.3% 4.0% 7.3% 2.8% 3.9% 
China 11.6% 10.5% 5.3% 9.4% 8.4% 7.1% 
Colombia 6.9% -1.1% 6.0% 6.2% 1.9% 6.2% 
Czech 7.8% 7.6% 13.6% 8.2% 7.9% 15.2% 
Egypt 3.7% 4.3% -2.1% 2.8% 4.2% -1.9% 
Hungary 8.5% 10.5% 20.7% 8.7% 8.4% 16.8% 
India 4.5% 6.0% 9.7% 4.6% 6.1% 8.0% 
Malaysia 4.8% 1.4% 5.6% 5.0% 0.9% 4.4% 
Mexico 6.7% 12.2% 3.3% 6.4% 9.1% 3.5% 
Peru 7.1% 2.7% 7.3% 6.0% 2.9% 6.0% 
Poland 12.4% 8.3% 10.2% 12.6% 8.5% 11.8% 
Russia -2.5% 11.6% 24.5% -1.3% 7.3% 23.9% 
South Africa 3.7% 3.0% 12.0% 4.7% 3.7% 11.0% 
Thailand 3.5% -1.2% 4.7% 4.5% 0.5% 5.8% 
Venezuela 9.3% 5.5% 2.2% 7.0% 4.4% 1.4% 

 

Source: Euromonitor 

 

Table 5.3: Compound annual growth comparisons: Semi-durable 
goods versus total FCE 

 
 Semi-durable goods  Total FCE  
 15CAGR 10CAGR 5CAGR 15CAGR 10CAGR 5CAGR 

Argentina -4.1% -9.6% -20.2% -3.6% -9.2% -19.5% 
Brazil 0.7% 0.8% 3.1% 4.0% 1.6% 4.2% 
Chile 4.0% -0.5% 2.3% 7.3% 2.8% 3.9% 
China 4.4% 3.9% 5.5% 9.4% 8.4% 7.1% 
Colombia 3.1% 2.8% 7.9% 6.2% 1.9% 6.2% 
Czech 5.8% 5.7% 13.3% 8.2% 7.9% 15.2% 
Egypt -0.1% 1.9% -2.5% 2.8% 4.2% -1.9% 
Hungary 6.0% 7.0% 16.1% 8.7% 8.4% 16.8% 
India 2.6% 3.5% 6.9% 4.6% 6.1% 8.0% 
Malaysia 4.1% -0.3% 2.0% 5.0% 0.9% 4.4% 
Mexico 3.8% 7.4% 2.4% 6.4% 9.1% 3.5% 
Peru 5.0% 3.1% 7.4% 6.0% 2.9% 6.0% 
Poland 11.0% 5.2% 7.8% 12.6% 8.5% 11.8% 
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Russia -5.3% 7.5% 24.0% -1.3% 7.3% 23.9% 
South Africa 6.0% 2.5% 12.0% 4.7% 3.7% 11.0% 
Thailand 5.2% -0.2% 5.7% 4.5% 0.5% 5.8% 
Venezuela -0.1% -0.5% 0.6% 7.0% 4.4% 1.4% 

 

Source: Euromonitor 

 

Table 5.4: Compound annual growth comparisons: Non-durable 
goods versus total FCE 

 
 Non-durable goods  Total FCE  
 15CAGR 10CAGR 5CAGR 15CAGR 10CAGR 5CAGR 

Argentina -3.9% -9.6% -19.5% -3.6% -9.2% -19.5% 
Brazil 2.2% -0.6% 2.6% 4.0% 1.6% 4.2% 
Chile 7.3% 2.6% 3.6% 7.3% 2.8% 3.9% 
China 7.4% 5.9% 7.3% 9.4% 8.4% 7.1% 
Colombia 5.3% 1.3% 5.5% 6.2% 1.9% 6.2% 
Czech 7.2% 6.9% 14.4% 8.2% 7.9% 15.2% 
Egypt 1.8% 3.6% -2.3% 2.8% 4.2% -1.9% 
Hungary 8.1% 7.3% 16.0% 8.7% 8.4% 16.8% 
India 4.3% 5.6% 6.8% 4.6% 6.1% 8.0% 
Malaysia 5.0% 0.9% 3.6% 5.0% 0.9% 4.4% 
Mexico 5.9% 9.1% 4.3% 6.4% 9.1% 3.5% 
Peru 5.6% 2.4% 5.4% 6.0% 2.9% 6.0% 
Poland 11.1% 7.4% 12.9% 12.6% 8.5% 11.8% 
Russia 0.4% 6.7% 23.9% -1.3% 7.3% 23.9% 
South Africa 4.3% 3.4% 10.7% 4.7% 3.7% 11.0% 
Thailand 4.9% 1.7% 6.8% 4.5% 0.5% 5.8% 
Venezuela 5.1% 2.7% 1.4% 7.0% 4.4% 1.4% 

 

Source: Euromonitor 
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Table 5.5: Compound annual growth comparisons: Services versus 
total FCE 

 
 Services  Total FCE  
 15CAGR 10CAGR 5CAGR 15CAGR 10CAGR 5CAGR 

Argentina -3.0% -8.5% -19.1% -3.6% -9.2% -19.5% 
Brazil 5.9% 3.3% 5.2% 4.0% 1.6% 4.2% 
Chile 8.4% 4.0% 4.5% 7.3% 2.8% 3.9% 
China 14.2% 13.2% 8.1% 9.4% 8.4% 7.1% 
Colombia 7.9% 2.8% 6.8% 6.2% 1.9% 6.2% 
Czech 11.1% 10.3% 17.6% 8.2% 7.9% 15.2% 
Egypt 4.5% 5.2% -1.4% 2.8% 4.2% -1.9% 
Hungary 10.8% 10.2% 17.2% 8.7% 8.4% 16.8% 
India 5.6% 7.9% 10.6% 4.6% 6.1% 8.0% 
Malaysia 5.2% 0.9% 4.9% 5.0% 0.9% 4.4% 
Mexico 7.5% 9.0% 3.2% 6.4% 9.1% 3.5% 
Peru 6.5% 3.5% 6.2% 6.0% 2.9% 6.0% 
Poland 15.4% 10.9% 11.7% 12.6% 8.5% 11.8% 
Russia -2.0% 7.2% 23.3% -1.3% 7.3% 23.9% 
South Africa 5.0% 4.4% 10.9% 4.7% 3.7% 11.0% 
Thailand 4.1% 0.0% 5.1% 4.5% 0.5% 5.8% 
Venezuela 10.4% 6.5% 1.4% 7.0% 4.4% 1.4% 

 

Source: Euromonitor 

 

The paired sample t-test was used to formally test research question 1. 

 

Hypothesis: Research question 1 

H0 : All sub-categories maintained their share of FCE 

H1 : Some categories gained more share growth than others 
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Table 5.6: Results of the paired sample t-test 
 
 Durable 

goods 
Semi-durable 

goods 
Non-durable 

goods 
Services 

Average share 
of FCE 1990 

9.4% 10.5% 47.7% 32.3% 

Average share 
of FCE 2005 

9.2% 7.4% 43.9% 39.4% 

Difference in 
share between 
1990 and 2005 

-0.2% -3.1% -3.8% 7.1% 

Hypothesized 
difference in 
share 

0 0 0 0 

t-statistic 0.53 4.35 2.55 -4.8 

P(T<=t) 0.6036444 0.000492 0.0213709 0.00019661 

Result two-tail 
test 

No significant 
difference 

Significant 
difference 

Significant 
difference 

Significant 
difference 

 

The results show no significant share growth in durables. There is a 60% 

probability that durable share of FCE declined by 0.2% by mere chance. 

 

The shares of semi-durable and non-durable goods declined significantly by 

3.1% and 3.8% respectively. Service share growth has the most significant 

result (lowest P-value) and shows an average share increase of 7.1%. 

 

The null hypothesis is therefore rejected. Some categories gained more share 

growth than others. 
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5.3 RESULTS OF DATA ANALYSIS: RESEARCH QUESTION 2 

 

The dependent variable is FCE in nominal US$. The four sub-categories of 

FCE are further disaggregated (refer to Tables 2.1 to 2.4). Simple analysis will 

be followed by formal statistical testing. 

 

Table 5.7 shows the number of discretionary spending items appearing in the 

top 25 five-year CAGR spending categories in each country. Categories with 

negative CAGR have been excluded from the analysis. Detailed tables per 

country are attached as Appendix 1. 

 

Table 5.7: The number of discretionary spending items appearing 
in the top 25 spending categories in sample countries 

 
Country Number of discretionary spending items in the 

top 25 spending categories 

Brazil 15 or 60% 

Chile 10 or 40% 

China 12 or 48% 

Colombia 15 or 60% 

Czech 12 or 48% 

Hungary 16 or 64% 

India 12 or 48% 
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Malaysia 16 or 64% 

Mexico 13 or 52% 

Peru 14 or 56% 

Poland 9 or 36% 

Russia 13 or 52% 

South Africa 17 or 68% 

Thailand 12 or 48% 

Venezuela 15 or 60% 

Note: Argentina has been excluded owing to all but one spending category showing negative 

CAGR.   Egypt has been excluded owing to all but four spending categories showing 

negative CAGR. 

Source: Euromonitor 

 

Table 5.8 shows the percentage of discretionary spending categories’ growth 

outperforming total spending growth in each sample country on a 5-year 

CAGR basis. Detailed tables containing 5-year CAGR for all discretionary 

spending items per country are attached as Appendix 2. 
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Table 5.8: Percentage of discretionary spending categories’ growth 
outperforming total spending growth 

 
Country Percentage 

Brazil 47% 

Chile 45% 

China 53% 

Colombia 59% 

Czech 40% 

Hungary 54% 

India 85% 

Malaysia 72% 

Mexico 55% 

Peru 58% 

Poland 46% 

Russia 55% 

South Africa 63% 

Thailand 41% 

Venezuela 62% 

Note: Argentina has been excluded owing to all but one spending category showing negative 

CAGR.   Egypt has been excluded owing to all but four spending categories showing 

negative CAGR. 

Source: Euromonitor 

 

Discretionary spending items outperforming total FCE in the sample countries 

are shown in Table 5.9. The second column shows the percentage of sample 
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countries in which the specific discretionary spending category outperforms 

total spending: 

 

Table 5.9: Discretionary spending items outperforming total 
spending 

 
Discretionary spending categories 
outperforming total spending in sample 
countries 

Percentage of 
countries where total 
FCE is outperformed 

Education 73% 
Financial services 73% 
Telecommunications services 73% 
Wine 73% 
Communications 67% 
Furniture and furnishings, carpets and other floor 
coverings 

67% 

Household textiles 67% 
Leisure and recreation 67% 
Operation of personal transport equipment 67% 
Other recreational items and equipment, gardens 
and pets 

67% 

Air travel 60% 
Alcoholic beverages and tobacco 60% 
Hotels and catering 60% 
Package holidays 60% 
Rail travel 60% 
Accommodation 53% 
Alcoholic drinks 53% 
Beer 53% 
Buses, coaches and taxis 53% 
Hardware and DIY goods 53% 
Household appliances 53% 
Newspapers, magazines, books and stationery 53% 
Recreational and cultural services 53% 
Spirits 53% 
Telecommunications equipment 53% 
Transport 53% 
Transport services 53% 
Catering 47% 
Insurance 47% 
Other goods and services 47% 
Other major durables for recreation and culture 47% 
Other travel 47% 
Purchase of cars, motorcycles and other vehicles 47% 
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Audio-visual, photographic and information 
processing equipment 

40% 

Glassware, tableware and household utensils 40% 
Jewellery, silverware, watches and clocks, travel 
goods 

40% 

Miscellaneous goods and services 40% 
Postal services 40% 
Tobacco 40% 
Personal care 33% 

Note: Argentina has been excluded owing to all but one spending category showing negative 

CAGR.   Egypt has been excluded owing to all but four spending categories showing 

negative CAGR. 

Source: Euromonitor 

 

The Wilcoxon test was used to formally test the second research question. 

 

Hypothesis : Research question 2 

H0 : No specific products and services gained or lost significant share of FCE 

H1 : Some products and services gained or lost significant share of FCE 

 

Table 5.10 displays the results of the Wilcoxon test. P-values less than 0.05 

indicate significant changes in the five-year CAGR of products and services 

compared to total FCE five-year CAGR. Statistically significant results higher or 

lower than FCE growth imply share gain or loss. Significant changes are 

colour-coded. 
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Table 5.10: Results of the Wilcoxon test: Research question 2 
 
Product or service Five year 

CAGR 
Wilcoxon test: 

P-value 

Result 

Total FCE 8.0% N/A N/A 

Audio-visual, photographic 
and information processing 
equipment 

7.5% 0.534925 No significant change 

Household appliances 8.1% 0.958761 No significant change 

Jewellery, silverware, 
watches and clocks, travel 
goods 

7.6% 0.14766 No significant change 

Other major durables for 
recreation and culture 

7.2% 0.534925 No significant change 

Pharmaceutical products, 
medical appliances and 
equipment 

8.6% 0.14766 No significant change 

Purchase of cars, 
motorcycles and other 
vehicles 

8.5% 0.717381 No significant change 

Telecommunications 
equipment 

7.0% 0.836139 No significant change 

Furniture and furnishings, 
carpets and other floor 
coverings 

7.9% 0.958761 No significant change 

Glassware, tableware and 
household utensils 

6.8% 0.196108 No significant change 

Hardware and DIY goods 7.9% 0.836139 No significant change 

Household textiles 8.6% 0.351979 No significant change 

Other recreational items 
and equipment, gardens 
and pets 

7.7% 0.469113 No significant change 
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Clothing and footwear 7.6% 0.162673 No significant change 

Clothing 8.2% 0.958761 No significant change 

Garments 8.3% 1.000000 No significant change 

Clothing materials 4.8% 0.019971 Loser 

Cleaning, repair and hire of 
clothing 

7.2% 0.155635 No significant change 

Other articles of clothing 
and clothing accessories 

8.2% 0.795987 No significant change 

Footwear 5.2% 0.005234 Loser 

Food and non-alcoholic 
beverages 

7.0% 0.00717 Loser 

Food 7.0% 0.006133 Loser 

Bread and cereals 6.5% 0.008361 Loser 

Fish and seafood 7.3% 0.394246 No significant change 

Fruit 6.7% 0.019971 Loser 

Vegetables 6.5% 0.013064 Loser 

Meat 7.1% 0.015086 Loser 

Milk, cheese and eggs 6.8% 0.00717 Loser 

Oils and fats 7.3% 0.351979 No significant change 

Sugar and confectionery 6.9% 0.026184 Loser 

Other food 7.3% 0.255291 No significant change 

Non-alcoholic beverages 7.9% 0.679116 No significant change 

Coffee, tea and cocoa 7.8% 0.469113 No significant change 

Mineral waters, soft drinks, 
fruit and vegetable juices 

8.0% 0.876722 No significant change 

Alcoholic beverages and 
tobacco 

8.0% 0.958761 No significant change 

Alcoholic drinks 8.4% 0.379375 No significant change 
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Beer 8.2% 0.64166 No significant change 

Spirits 8.1% 1.000000 No significant change 

Wine 8.7% 0.351979 No significant change 

Tobacco 7.1% 0.097989 No significant change 

Electricity, gas and other 
fuels 

8.8% 0.108941 No significant change 

Electricity 8.7% 0.13373 No significant change 

Gas 9.0% 0.070326 Winner 

Liquid fuels 8.9% 0.211476 No significant change 

Solid fuels 8.4% 0.649563 No significant change 

Household goods and 
services 

8.2% 0.501447 No significant change 

Water and miscellaneous 
domestic services 

8.6% 0.301054 No significant change 

Newspapers, magazines, 
books and stationery 

7.7% 0.958761 No significant change 

Housing 8.7% 0.14766 No significant change 

Actual rentals for housing 9.1% 0.13373 No significant change 

Imputed rentals for 
housing 

8.8% 0.120839 No significant change 

Maintenance and repair of 
dwellings 

8.9% 0.097989 No significant change 

Domestic services 8.8% 0.070326 No significant change 

Leisure and recreation 8.0% 0.379375 No significant change 

Package holidays 9.8% 0.162673 No significant change 

Recreational and cultural 
services 

8.5% 0.679116 No significant change 

Transport 8.5% 0.351979 No significant change 

Operation of personal 
transport equipment 

8.8% 0.27753 No significant change 
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Rail travel 8.9% 0.379375 No significant change 

Air travel 8.6% 0.679116 No significant change 

Buses, coaches and taxis 7.9% 1.000000 No significant change 

Other travel 6.9% 0.255291 No significant change 

Transport services 8.0% 0.958761 No significant change 

Communications 8.5% 0.108941 No significant change 

Postal services 5.1% 0.078731 No significant change 

Telecommunications 
services 

9.0% 0.070326 No significant change 

Hotels and catering 8.2% 0.605095 No significant change 

Catering 8.0% 0.876722 No significant change 

Accommodation 9.7% 0.162673 No significant change 

Personal care 6.3% 0.087936 No significant change 

Education 8.1% 0.043733 Winner 

Financial services 10.7% 0.14766 No significant change 

Insurance 8.4% 0.534925 No significant change 

Social protection 7.2% 0.214602 No significant change 

Health goods and medical 
services 

9.4% 0.015086 Winner 

Outpatient services 9.3% 0.026184 Winner 

Hospital services 9.5% 0.070326 No significant change 

 

The alternative hypothesis is therefore not rejected. Significant winners and 

losers did emerge. Winners include expenditure on gas, education, health 

goods and services, as well as outpatient services. Losers include clothing 
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materials, footwear and non-alcoholic beverages, as well as most of the food 

categories. 

 

5.4 RESULTS OF DATA ANALYSIS: RESEARCH QUESTION 3 

 

The dependent variables are sub-category shares of FCE. The independent 

variables include urbanisation percentages, Gini coefficients, human 

development indices, GDP per capita, adult literacy rate, mean age, 

population and Gross capital formation as a percentage of GDP. 

 

Hypothesis : Research question 3 

H0 : Certain variables are predictors of sub-category share mix of FCE 

H1 : No specific set of variables has predictive power over sub-category share 

mix of FCE 

 

Table 5.11 displays the descriptive statistics for the dependent and 

independent variables. 
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Table 5.11: Descriptive statistics of dependent and independent 
variables 

 
 Mean Standard 

Deviation 
Durable share 0.09229 0.030087 
Semi-durable share 0.07447 0.023362 
Non-durable share 0.43906 0.076500 
Services share 0.39406 0.081036 
Percentage urban 65.959 19.5784 
Gini coefficient 44.641 11.4704 
Human development index 0.78076 0.077838 
GDP per capita US$ PPP 9,181 3,961 
Adult literacy rate 90.1129 12.11755 
Mean age 31.1312 4.69412 
Population (million) 191,517 385,304 
Gross capital formation % of 
GDP 

25.55 13.268 

 

Pearson’s correlation was applied and the results are displayed in Table 5.12. 

 

Table 5.12: Pearson’s correlation matrix 
 

 

Note: * Correlation is significant at the 0.05 level (2-tailed). 

** Correlation is significant at the 0.01 level (2-tailed). 
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The next step involved stepwise regression performed on each of the sub-

category variables. Owing to multicollinearity, only one explanatory variable 

could be included in the final estimation. The Gini coefficient was the best 

possible explanatory variable for services and non-durable goods. A negative 

relationship emerged between the Gini coefficient and non-durable share of 

FCE. The adult literacy rate explained semi-durable share, but no significant 

explanatory variable emerged as a predictor of durable share. 

 

Table 5.13: Stepwise regression results 
 

Dependent 
variable 

Explanatory 
variable 

R2 

(Adjusted 
R2) 

Constant 

(t-value) 

Beta 

(t-value) 

Durable share 
of FCE 

None N/A N/A N/A 

Semi-durable 
share of FCE 

Adult literacy 
rate 

26.6% 

(21.7%) 

-0.015 

(-0.39) 

0.516 

(2.331) 

Non-durable 
share of FCE 

Gini coefficient 38% 

(33.9%) 

0.623 

(9.979) 

-0.616 

(-3.031) 

Service share 
of FCE 

Gini coefficient 40.5% 

(36.5%) 

0.193 

(2.987) 

0.636 

(3.196) 

 

The alternative hypothesis can therefore not be rejected. The mix cannot be 

predicted in totality for all four sub-categories of FCE. 
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5.5 SUMMARY 

 

The results of the data analysis were presented in this Chapter. Three 

research questions were considered. The hypotheses and results are 

summarised in Table 5.14. 

 

Table 5.14: Summary of research questions, hypotheses and results 
 

Research question Hypotheses Results 

Which sub-categories gained 
significant share of Final 
Consumption Expenditure by 
Households in emerging 
markets? 

H0 : All sub-categories 
maintained their shares of 
FCE 

H1 : Some categories gained 
more share growth than 
others 

The null hypothesis is 
rejected. Some categories 
gained more share growth 
than others. 

 

Durable goods share 
remained unchanged. 
Non-durable goods and 
semi-durable goods lost 
share of FCE. Services 
gained significant share of 
FCE. 

Which goods and services 
emerge as winners and 
losers within the sub-
categories of consumer 
expenditure across emerging 
markets? 

H0 : No specific products and 
services gained or lost 
significant share of FCE 

H1 : Some products and 
services gained or lost 
significant share of FCE 

The alternative hypothesis 
is not rejected. Significant 
winners and losers did 
emerge. 

 

Losers include clothing 
materials, footwear, food 
and non-alcoholic 
beverages, breads and 
cereals, perishables, and 
sugar and confectionary. 

 

Winners include gas, 
education, health goods 
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and medical services, as 
well as outpatient services.

Is there a path of evolution 
in consumer expenditure in 
emerging markets and is it 
possible to project a mix of 
expenditure based on 
economic and other factors? 

 

Is there is a specific mix of 
consumer spending 
associated with a certain 
level of economic 
development, demographics 
or level of prosperity? 

H0 : Certain variables are 
predictors of sub-category 
share of FCE 

H1 : No specific set of 
variables has predictive 
power over sub-category 
share mix of FCE 

The alternative hypothesis 
cannot be rejected. The 
mix cannot be predicted in 
totality for all four sub-
categories of FCE. 

 

Durable goods share 
cannot be predicted by 
any one of the 
independent variables. 
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6. INTERPRETATION OF RESULTS 

 

6.1 INTRODUCTION 

 

The results of the data analysis in Chapter 5 are discussed in this Chapter. 

The discussion is structured around the research questions, associated 

hypotheses and literature survey findings. 

 

The following research questions were posed in Chapter 3: 

 

Research question 1: 

Which sub-categories have gained significant share of Final Consumption 

Expenditure by Households in emerging markets? 

 

Research question 2: 

Which goods and services emerge as generic winners and losers within the 

sub-categories of consumer expenditure across emerging markets? 

 

Research question 3: 

Is there a path of evolution in consumer expenditure in emerging markets 

and is it possible to project a mix of expenditure based on economic and 

other factors? Is there is a specific mix of consumer spending associated with 

a certain level of economic development, demographics or level of prosperity? 
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6.2 RESEARCH QUESTION 1 

 

The hypotheses pertaining to this question were as follows: 

 

H0 : All sub-categories maintained their shares of FCE 

H1 : Some categories gained more share growth than others 

 

The null hypothesis was rejected. Some categories gained more share growth 

than others. Durable goods share remained virtually unchanged, but non-

durable goods and semi-durable goods lost share of 3.1% and 3.8% 

respectively. Services gained significant share of FCE in the order of 7.1%. 

 

6.2.1 Decline of non-durable goods share 

 

The decline of non-durable goods share was expected. Only Russia and 

Thailand showed share gains for this sub-category. 

 

The majority of goods classified as non-durable (see Table 2.3) are non-

discretionary items, implying expenditure for essential living costs or expenses 

needed to maintain a basic standard of living. These include food, household 

fuel and power. 

 

Wood (2003) states that discretionary spending takes off at higher income 

levels. Evidence suggests that the middle-class is increasing in emerging 
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economies (Banga and Mahajan,2005; McKinsey, 2006; Farrell et al, 2006; 

Prahalad, 2005; Datamonitor, 2005(1), 2005(2); Galbraith, 2005; Dutta, 

2005; Li,2005). 

 

Table 4.2 shows that, except for Argentina and Mexico, all sample countries 

showed positive real growth in disposable income per capita. This implies that 

in addition to essential living costs, consumers can afford to spend money on 

discretionary items. It therefore follows that non-durables goods share of FCE 

would decline at increasing disposable income levels. 

 

6.2.2 Decline of semi-durable goods share  

 

A surprising result was the 3.8% share loss recorded for semi-durable goods. 

Semi-durable goods include clothing and footwear, motorcar and other tyres, 

household textiles and furnishings, recreation and entertainment goods, as 

well as sport and camping equipment (see Table 2.2). 

 

According to the literature, disposable income in emerging markets is 

approaching levels that will trigger new spending in categories beyond the 

basics, for example athletic footwear and kitchen appliances (Allen and Rigby, 

2005). Yet, only South Africa and Thailand showed an increase in the semi-

durable goods share of FCE. 
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Expenditure figures are calculated by multiplying the volume of goods sold 

with the consumer facing or retail selling price. With the emergence of China, 

India and other Asian economies as low-cost producers, the prices of clothing, 

footwear and household textiles have decreased in both real and nominal 

terms. Evidence of the decreasing price levels of clothing and footwear 

specifically is illustrated in the Figure 6.1. Most sample countries show 

declining trends in clothing and footwear price indices, specifically from the 

mid- to late1990s. 

 

Figure 6.1: Consumer price index: Clothing and footwear for 
selected emerging markets 
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Source: International Monetary Fund 
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The interpretation of the share loss is therefore that low or negative real price 

increases have resulted in lower turnover or sales figures and therefore a 

declining share of FCE. 

 

6.2.3 Stagnant durable goods share 

 

The most unexpected result was the flat overall share of durable goods of 

FCE. Six countries in the sample showed an increase in durable goods share 

of FCE between 1990 and 2005, but these share gains were not statistically 

significant when considering the entire sample. 

 

Durable goods include furniture, major household appliances, cars and other 

transport equipment, radios, photographic equipment, television sets and 

personal computers, as well as communication equipment, including 

telephones (see Table 2.1). 

 

There was overwhelming evidence in the literature to suggest substantial 

increased purchases of durable goods. Prahalad (2005) refers to an appetite 

for technology in emerging markets.  Banga and Mahajan (2005) refer to an 

increased demand for cars and appliances.  The improvement and 

accessibility of infrastructure in emerging markets have resulted in increased 

ownership of refrigerators, television sets, radios, video recorders and 

washing machines (D’Andrea et al, 2004). 
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According to Kanellos (2004), computer users will probably have increased to 

one billion by 2010 as compared to the six hundred million in 2004. “Telecom 

and technology” has been classified as one of the top ten trends in Vietnam 

(http://english.vietnamnet.vn). 

 

Table 6.1 shows the compound annual growth rate in the possession of 

durables, specifically cars, appliances and personal computers, from 1997 to 

2004. 

 

Table 6.1: CAGR (1997 to 2004) in possession of specific durables 
 

 
Dishwasher 

Microwave 
oven 

Passenger 
car 

Personal 
computer 

Washing 
machine 

Czech 19.5% 6.4% 1.4% 10.5% 2.9% 
Poland 13.1% 7.5% 2.9% 5.1% 3.5% 
Hungary 17.6% 7.1% 5.0% 8.5% 2.1% 
Russia 23.3% 8.0% 3.8% 11.1% 1.9% 
Argentina 3.3% 4.4% 1.5% 6.4% 0.4% 
Brazil 4.1% 6.3% 4.2% 7.4% 0.8% 
Chile 4.0% 5.7% 4.0% 8.6% 1.8% 
Colombia 4.5% 3.9% 5.3% 9.7% 1.9% 
Mexico 7.4% 6.1% 1.3% 9.1% 1.1% 
Peru 5.3% 9.9% 6.5% 10.2% 2.8% 
Venezuela 5.3% 4.6% 0.1% 9.5% 1.2% 
China 6.8% 2.3% 2.9% 10.4% 3.5% 
India 6.7% 2.4% 9.2% 13.5% 2.4% 
Malaysia 0.1% 0.6% -0.4% 1.3% 0.3% 
Thailand 2.9% 2.8% -0.5% 10.5% 0.1% 
Egypt 6.3% 7.5% 2.2% 5.6% 5.1% 
South Africa 2.8% 8.9% 4.2% 8.3% 4.7% 
Unweighted 
average 7.8% 5.6% 3.1% 8.6% 2.1% 
 

Source: Euromonitor 
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“Cocooning” is another major consumer trend and entails consumers viewing 

their home as an escape and entertainment place (Euromonitor, 2005). 

Consumers are upgrading from regular television sets to flat screens, from 

stereos and video recorders to digital devices and have bought computers. 

They are renovating their homes with higher-end products and sophisticated 

high-tech equipment. Table 6.2 shows the compound annual growth rate in 

the possession of entertainment durables (number of people per 100), from 

1997 to 2004. 

 

Table 6.2: CAGR (1997 to 2004) in possession of specific 
entertainment durables 

 
 

Camera CD player 
Colour TV 

set 
Video 

camera 
Video 

recorder
Czech 1.2% 16.9% 1.1% 15.6% 8.2% 
Poland 3.2% 2.6% 1.4% 7.3% 1.0% 
Hungary 3.7% 4.5% 2.1% 23.5% 5.1% 
Russia 1.3% 5.8% -1.3% 15.1% 7.8% 
Argentina 6.2% 4.5% 0.8% 3.9% 1.0% 
Brazil 0.6% 3.6% 0.4% 3.6% 0.8% 
Chile 1.6% 3.1% 1.4% 4.1% 2.6% 
Colombia 1.5% 5.9% 0.5% 4.1% 1.4% 
Mexico 3.8% 2.3% 0.5% 2.6% 1.0% 
Peru 5.7% 7.8% 3.3% 1.8% 5.0% 
Venezuela 3.1% 1.8% 1.3% 4.1% 1.7% 
China 6.9% 6.8% 0.7% 4.4% 6.2% 
India 9.9% 5.7% 4.6% 12.9% 3.8% 
Malaysia 1.7% 3.0% 0.0% 1.4% 0.1% 
Thailand 1.6% 3.2% 1.0% 1.7% 1.5% 
Egypt 8.1% 10.3% 2.8% 4.0% 4.2% 
South Africa 5.5% 3.9% 0.9% 4.6% 2.2% 
Unweighted 
average 3.8% 5.4% 1.3% 6.8% 3.1% 
 

Source: Euromonitor 
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It is clear from the tables above that possession of durable goods has 

increased considerably. A flat value share implies negative real price increases 

in these goods. Consumer price indices for durable goods were available for 

four sample countries and confirmed relatively flat durable goods prices levels 

since the mid- to late 1990s. 

 

Figure 6.2: Consumer price index: Durable goods for selected 
emerging markets 
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6.2.4 Increase of services share  

 

The increase of services share of FCE was expected, but the magnitude of the 

share gain was higher than expected at 7.1%. It was also the most 

statistically significant result (see Table 5.6). 

 

Increased spending on services was understated in the literature relating to 

the focus on durable goods. There was, however, evidence of increased 

spending on services. 

 

Li (2005) refers to the demand for university education and Roberts (1998) to 

increased spending in education. Li further refers to increased travel abroad, 

increased demand to invest in stocks and real estates, as well as increased 

focus and expenditure on insurance. 

 

Maharajh and Heitmeyer (2005), as well as Prahalad (2005), state that 

emerging consumers are increasingly exposed to information owing to 

globalisation. These consumers are younger and more attuned to financial 

planning and they should exhibit an increased appetite for financial products 

and other specialised services. 

 

6.3 RESEARCH QUESTION 2 

 

The hypotheses pertaining to this question were as follows: 
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H0 : No specific products and services gained or lost significant share of FCE 

H1 : Some products and services gained or lost significant share of FCE 

 

The alternative hypothesis was not rejected. However, only a few generic 

winners and losers emerged. Generic losers include clothing materials, 

footwear, food and non-alcoholic beverages, breads and cereals, perishables 

and sugar and confectionary. Generic winners include gas, education, health 

goods and medical services, as well as outpatient services. 

 

The results confirm findings relating to research question 1: 

 

• Clothing and footwear fall within the semi-durable goods category. This 

category lost share of FCE in total. 

• Food forms part of the non-durable goods category. This category also 

lost share of FCE. 

• Services gained share of FCE and generic winners also emerged from this 

category, namely education and medical services. The medical goods 

category was the only non-durable goods category (except for gas) that 

emerged as a generic winner. This finding reinforces the consumer trend 

of “health and well-being” as mentioned in the literature survey. 

• Increased share of expenditure on gas came as a surprise. Increased 

infrastructural development or access to infrastructure implies 
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electrification. This consumer trend is mentioned by Blumberg (2005), 

D’Andrea et al (2004) and Kanellos (2004). 

 

It is important to note that spending on household fuel, education and 

medical services is not deemed discretionary spending. This contradicts the 

assumption that discretionary spending items gain more share of spending as 

disposable income levels increase. An explanation for this phenomenon might 

be that increased income levels have, for the fist time, provided access to 

schooling and proper medical services for some of the emerging consumers. 

 

The above also raises the issue of what is traditionally deemed to be 

“discretionary” spending. Is this definition applicable in emerging markets, or 

is there a difference between developed and emerging markets with regard to 

what is deemed “discretionary” spending? This issue is proposed for further 

research in Chapter 7. 

 

Another interesting result was that financial services did not emerge as a 

winner. Although the literature refers to the increased demand for financial 

services, it did not emerge as a generic winner across the entire sample. 

 

Simple growth rate analysis preceding the formal statistical test rendered the 

following results: 
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• In nine of the sample countries, more than 50% of the top 25 goods and 

service categories were discretionary spending items (see Table 5.7). 

• Table 5.8 showed that discretionary spending growth outperformed total 

FCE growth in ten of the sample countries. 

• Some of the discretionary spending items outperforming total spending 

according to simple growth rate analysis (see Table 5.8) included 

education, financial services, telecommunications services and equipment, 

furniture, carpets and furnishings, household textiles, leisure and 

recreation, operation of personal transport equipment, other recreational 

items and equipment, gardens and pets, travel, alcoholic beverages and 

tobacco, hotels and catering, package holidays, hardware and DIY goods, 

household appliances, newspapers, magazines, books and stationery, 

recreational and cultural services, and transport and transport services.  

These results initially seemed to support the positive relationship between 

increased disposable income levels and discretionary spending. 

 

None of the abovementioned results, however, turned out to be statistically 

significant when tested formally. The declining real price issue pertaining to 

durable and semi-durable goods may have contributed to the fact that few of 

these goods emerged as generic winners. 

 

Owing to the fact that very few generic winners and losers emerged from the 

combined sample, it may be more valuable to do a country-by-country 

analysis as winners and losers seem to differ markedly between countries. 



 87

 

6.4 RESEARCH QUESTION 3 

 

The hypotheses pertaining to this question were as follows: 

 

H0 : Certain variables are predictors of sub-category share mix of FCE 

H1 : No specific set of variables has predictive power over sub-category share 

mix of FCE 

 

The following figure illustrates these hypotheses graphically. 

 

Figure 6.3: A graphical representation of the hypothesis pertaining 
to research question 3 

 
 

 

 

 

 

 

 

 

The alternative hypothesis could not be rejected. The FCE mix cannot be 

predicted in totality by a specific set of independent variables. 
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Durable goods share cannot be predicted by any one of the independent 

variables. The adult literacy rate roughly explains a fifth of the variation in 

semi-durable goods share. The Gini coefficient explains roughly 40% of the 

variation in non-durable goods and services share of FCE. The semi-durable, 

non-durable and services results are highly significant and economically 

meaningful. It is unusual for only one independent variable to hold such high 

predictive power. Companies projecting market potential for semi-durable 

goods should therefore track the adult literacy rate or level of education in a 

given emerging market. 

 

The Gini coefficient is a measure of equality with regard to distribution of 

income within a country. The results strongly indicate that a more equitable 

distribution of income (lower Gini coefficient) promotes increased share of 

non-durable goods. This makes economic sense – as soon as a portion of 

consumers holds the majority of spending power, total spending will be 

skewed more towards discretionary than non-discretionary goods and 

services. Companies operating within the non-durables category would 

therefore have to amend their strategies, as income equality measures 

change. For the same reasons, a less equitable distribution of income will see 

higher services share of FCE. 

 



 89

6.5 IMPLICATIONS FOR MANAGERS 

 

Implications for two types of managers are summarised in Table 6.3 below, 

namely managers already operating in emerging markets and those who are 

planning to enter emerging markets. 

 

Table 6.3: Implications for managers 
 

Category Already active in emerging 
markets 

Planning to enter emerging 
markets 

Durable 
goods 

The market is increasingly 
commoditised and increased 
volumes are likely to drive 
turnover and profits. 
 
Move to more premium-end, 
niche products. 

It is difficult to predict value 
shares in this market. 
 
Develop a high-volume low-price 
business model.  There is 
potential for high volumes, but 
pricing power is low. 
 
Consumer trends suggest growth 
in high-end consumer electronics. 
 
Consider the reality of increased 
competition from the East. 

Semi-durable 
goods 

The market is increasingly 
commoditised and increased 
volumes are likely to drive 
turnover and profits. 
 
Migrate to branded and 
premium-end products, 
specifically in clothing and 
footwear, as there is a drift 
towards premium goods by 
consumers in emerging 
markets.  This could 
strengthen pricing power. 

Pricing power is very limited.  
 
The adult literacy rate (proxy level 
of education) is a predictor of 
semi-durable share of FCE. 
 
Enter premium and niche sub-
categories as the market is 
commoditised. 

Non-durable 
goods 

Amend strategy as income 
equality measures change. A 
more equitable distribution of 
income will see non-durable 
share of FCE increase. 

Do not enter food and non-
alcoholic beverages market if the 
Gini coefficient is high. 
 
Health goods offer the most 
opportunities across emerging 
markets. 

Services Amend strategy as income There is increasing demand for 
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equality measures change. A 
more equitable distribution of 
income will see services share 
of FCE decrease. 
 
Create increased awareness of 
the need for financial services. 
 
Are there opportunities to 
extend or diversify into health 
and medical services, or 
education? 

health and medical services, and 
education across emerging 
markets. 
 
There is latent demand for 
financial services – create 
awareness and demand before 
entering the market. 
 
Enter countries where income 
distribution is unequal, as services 
share of FCE tends be promoted 
under those circumstances. 

 

As mentioned before, very few generic winners and losers emerged from the 

combined sample. It is noted again that it would be more valuable to do a 

country-by-country analysis as winners and losers seem to differ markedly 

between countries. 

 

6.6 SUMMARY 

 

The results of the data analysis in Chapter 5 were discussed in this Chapter. 

The discussion was structured around the research questions, associated 

hypotheses and the findings of the literature survey. 

 

The objectives of the intended research were as follows: 

 

1. To evaluate the evolution in consumer spending mix changes in selected 

emerging markets in order to define generic winners and losers in the 

spending mix. 
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2. To determine whether there are generic groups of variables, economic 

or other, that drive the evolution in spending mix at certain stages of the 

development or wealth position of selected emerging countries. 

 

These objectives have been met. The evolution in consumer spending mix in 

selected emerging markets was analysed and services emerged as the only 

sub-category to gain share of FCE over a period of time. It might, however, 

be possible that durable goods’ flat share and the declining share of semi-

durable goods may be ascribed to deflation (or negative real price increases). 

 

Only a few generic winners and losers emerged from the analysis, but most of 

these goods and services were non-discretionary spending items. This 

contradicted literature findings. Owing to the fact that very few generic 

winners and losers emerged from the combined sample, it may be more 

valuable to do a country-by-country analysis as winners and losers seem to 

differ markedly between countries. 

 

With regard to the second research objective, it was found that no one 

specific generic economic or other variable (including Gini coefficient, Human 

Development Index, GDP per capita, adult literacy rate, mean age, population 

and Gross Capital Formation as a percentage of GDP) could be used to project 

the evolution in spending mix at certain stages of the development or wealth 

position in selected emerging countries. 
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The adult literacy rate explained roughly a fifth of the variation in semi-

durable goods share. The Gini coefficient explained roughly 40% of the 

variation in non-durable goods and services share of FCE. 

 

Insights for managers operating in or planning to enter emerging markets 

concluded the Chapter. 
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7. CONCLUSION 

 

Selling to emerging consumers is no small challenge, especially when a 

multinational is unfamiliar with a country’s distinctive consumer terrain. 

Consumer dynamics hold implications for multinational corporations with 

regard to route-to-market considerations, operational effectiveness, marketing 

strategies, product portfolios and pricing strength. 

 

The objective of this research was to provide information with a view to the 

strategic decisions of multinationals and domestic firms seeking investment 

opportunities to grow volume and margins in emerging markets. Consumer 

spending trends and economic data were analysed in order to assist 

companies to identify products and service categories to compete with in 

selected emerging markets. 

 

The study culminated in several implications for managers: 

 

• It is difficult to predict the potential revenue pool or value share of durable 

goods spending in emerging markets. 

 

• Durable goods are increasingly commoditised - this implies a high- volume 

low-price business model. 

 

• There is rapidly growing durable goods competition from the East. 
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• Even though pricing power is low in the durable goods category, higher 

margins are possible, but would necessitate a move to more premium-

end, niche products. 

 

• Consumer trends suggest growth in high-end consumer electronics. 

 

• The level of education in an emerging market is a predictor of semi-

durable goods share of FCE. 

 

• The semi-durable goods market is increasingly commoditised and as is the 

case with the durable goods category, increased volumes drive turnover 

and profits. 

 

• Pricing power is very limited in the semi-durable goods category.  Real 

prices have been decreasing in the majority of sample markets over the 

past couple of years. 

 

• A proposed semi-durable goods category strategy is to migrate to branded 

and premium-end products, specifically in clothing and footwear.  There is 

a drift towards premium goods by consumers in emerging markets. This 

could strengthen pricing power. 
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• Non-durable goods share of FCE is impacted by the distribution of income. 

A more equitable distribution of income will see non-durable share of FCE 

increase and strategy therefore needs to be amended as income 

distribution evolves. 

 

• It is not wise to enter the food and non-alcoholic beverages market if the 

Gini coefficient in an emerging market is high. 

 

• Health goods offer the most opportunities across emerging markets. 

 

• Value share of the services category is also impacted by the distribution of 

income. A more equitable distribution of income will see services share of 

FCE decrease. 

 

• Even though not statistically significant relative to the entire sample, 

financial services offer opportunity in many markets. 

 

• Opportunities exist to extend or diversify into health and medical services 

as well as education. 

 

 

Recommendations for future research include the following: 
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• What does “discretionary” spending imply in emerging markets? None of 

the generic winners across emerging markets are classified as traditionally 

defined discretionary spending items. Is this definition applicable in 

emerging markets or is there a difference between developed and 

emerging markets with regard to what is deemed “discretionary” 

spending? 

 

• Very few generic winners and losers emerged from the combined 

emerging markets sample analysis. This strongly suggests that emerging 

countries differ significantly with regard to their spending patterns and 

that an analysis by country is necessary for engagement strategies.  

Adding more countries to the sample might also render more meaningful 

results. 

 

• Pricing power in the durable and semi-durable categories seemed to have 

diminished. What is the appropriate business model under these 

circumstances? What should a product portfolio look like or how does a 

company need to position itself to be able to successfully compete in these 

categories? 
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Appendix 1: Discretionary spending items outperforming total 
FCE growth 
 
Discretionary spending categories (excluding hospital and medical services 
and products) indicated by coloured cells: 
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Appendix 2: Top performing FCE categories per selected 
emerging market based on 5 year compound annual growth 
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