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Summary

We undertake a detailed investigation into the expenditure behaviour of school-aged children using child diary information contained in the British Family Expenditure Survey. We present the results from two models relating to child expenditure decision, namely, a Multivariate Probit model focusing on the types of commodities that children purchase and an Almost-Ideal-Demand System. 


Overall, child, sibling, parental and household characteristics all play an important role in determining whether or not a child purchases a particular group of commodities. We find that as children get older they buy less child-orientated commodities such as toys. Boys tend to have a significantly smaller probability of purchasing clothes and books than girls. We also find evidence of significant expenditure behaviour differences between white and non-white children, which suggests that the differences in ethnic expenditure patterns observed for adult consumers starts in childhood. Importantly, lone parent children have a higher probability of buying vice products such as alcohol and cigarettes, and are also more likely to purchase travel products such as train and bus fares. Given the greater time constraints placed on working mothers, we find that their children are more likely to show independence by purchasing travel products. Contrary to expectations, we find that children from higher income households have a significantly higher probability of buying vice products. Policy aimed at reducing vice-related activities in childhood should therefore be directed at children from all socio-economic backgrounds. 


The estimates from the AIDS model suggest that drinks, sweets, books and toys are 'normal' goods for children, while clothes, travel, leisure and vice products are ‘luxury’ items with income elasticities greater than 1. The largest income elasticities are found for vice, clothes and travel, and the lowest is found for books. Importantly, we find that for most commodity groups, a higher parental budget share is associated with a higher child budget share. This is clearly suggestive of an important role for the intergenerational transfer of tastes and preferences, which occurs as children mimic their parents’ expenditure behaviour. This has important policy-related implications because it suggests that government initiatives aimed at discouraging certain types of consumption patterns in the adult population (e.g. bad diet, alcohol, smoking and gambling) may have an indirect beneficial long-term impact on future generations’ consumption behaviour. We believe that further research is needed on this issue, which would involve a much more detailed breakdown of commodities than we have been able to analyse in this paper.
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