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Consumption Inequality and Equivalence Scales

Tadashi FUKUI

Abstract

The variance of household consumption doesn't necessarily reflect theA@inequality of personal
consumption. Even if the personal consumption inequality is constant, the variance of household con-
sumption seems to grow when the family size becomes more various. For the purpose of considering
this phenomenon, most researches use the variance of consumption adjusted by some equivalence
scales. However, the result obtained from the analyses of the pre-adjusted variances becomes limited,
because it is not clarified whether the adopted equivalent scale is appropriate or not.

This paper tried to estimate an appropriate scale from data by modifying the method for analyzing
consumption inequality. It concludes that applying a wrong equivalence scale may lead a wrong result
and that it is necessary to pay the great caution when the household consumption is adjusted by any

equivalence scales in advance of the analysis.

Keywords : Lifecycle, Consumption Inequality, Equivalence Scales, Quasi-Panel Data, Idiosyncratic
Shocks






