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Abstract

A Study on Developing Consumption-Related
Indicators to Enhance the Usefulness
of the Household Income and Expenditure Survey

Byun Jun-seok, Song Jung-hyun

The economic welfare of individuals and households is based on income but
is ultimately realized through consumption. Income is the foundation and
intermediate stage for welfare, whereas consumption represents the final outcome
in which welfare is revealed. Nevertheless, official indicators describing
households’ economic conditions and distributional status have so far focused
mainly on income. The purpose of this study is to theoretically discuss the
necessity and significance of consumption-related indicators that can complement
income-based indicators, using consumption expenditure data from the Household
Income and Expenditure Survey, and to propose concrete methods for

constructing key consumption indicators.

First, drawing on the permanent income hypothesis and the life-cycle
hypothesis, the study organizes the relationships among income, consumption,
and wealth, and compares the respective strengths and weaknesses of
income-based and consumption-based indicators. It then uses data from the
Household Income and Expenditure Survey to produce pilot estimates of
representative consumption indicators, including consumption inequality measures
(the consumption Gini coefficient, the consumption Palma ratio, and the
consumption quintile share ratio), Engel coefficients (in narrow and broad
definitions), the Schwabe coefficient, expenditure shares by commodity type, and
the share of deficit households. In particular, for distributional indicators, the
results show that the Gini coefficient and the Palma ratio exhibit very high
correlation and explanatory power, whereas the quintile share ratio is more

appropriately interpreted as an indicator of polarization.
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The study further demonstrates that Engel and Schwabe coefficients can be
constructed using both micro approaches (computing household-level ratios and
then averaging) and macro approaches (ratios of aggregate amounts), and it
summarizes the differences in results and interpretation between these two
methods. It also discusses which expenditure items should be included or
excluded when constructing these coefficients in light of recent changes in
consumption patterns and institutional characteristics, such as health supplements,
eating-out expenditures, and imputed housing costs. In addition, the study
examines various supplementary indicators that capture structural shifts and
consumption trends, including expenditure shares on durable, semi-durable, and
service items; health and education spending; use of broadcasting and audiovisual

content; and expenditures related to fitness facilities and companion animals.

The analysis shows that consumption-based indicators provide a more detailed
picture of households’ actual living standards, structural changes, and the burden
on vulnerable groups—dimensions that are difficult to capture with income-based
indicators alone. The study concludes that, for the design and evaluation of
future distributional and welfare policies, it is necessary to establish a dual-pillar
indicator framework that combines income- and consumption-based measures in
parallel, and that developing consumption indicators using the Household Income
and Expenditure Survey constitutes an important first step in that direction.nd it

is a problem that experts in various fields should approach with interest.

Key words. significance of consumption indicators, Palma ratio, Engel
coefficient, Schwabe coefficient, durable goods share, changes

in consumption trends.
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