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Aguiar and Hurst (2005): Consumption vs Expenditures

Fig 1.—Percentage change in food expenditure, predicted food consumption index, and time spent on food production for male household heads
by three-year age ranges. Data are taken from the pooled 1989–91 and 1994–96 cross sections of the CSFII, excluding the oversample of low-income
households. The sample is restricted to male household heads (1,510 households). All series were normalized by the average levels for household heads
aged 57–59. All subsequent years are the percentage deviations from the age 57–59 levels. See Sec. IV for details of data and derivation of food
consumption index 2 / 4



Carroll and Summers (1991)322 Christopher D. Carroll and Lawrence H. Summers 

Some Grade School 

7 1 50 

Some High School 

2’W T 

1.M t 
1.W 1,25i.””a :“,h 
D.75 4-1 

25- 30- 35. 4 0  45- 50- 55- 60 
29 34 39 44 49 54 59 64 

0.75 1-1 
25- M- 3s- 40- 45- 50- s5- 6a 
29 34 39 44 49 Y 59 64 

Finished High School 

1.M 

7.5 30- 35- 4 0  45- Y)- 55- 60- 
29 34 39 44 49 54 59 64 

Some College Finished College 

0.75 h 0.75 1-1 
25- 30- 35- 40- 45- x)- 55- M 25 3 0  35- 4 0  45- 50- 55- 60- 
29 34 39 44 49 54 r) 64 29 34 39 44 49 54 59 64 

--b- Disposable Income d Consumplion 

Fig. 1 0 . 7 ~  Income and consumption profiles by educational group, 1960-61 
CES 
Source: Calculations by authors using CES tapes. 

cational and occupational groups. While the issue deserves further research, 
our tentative conclusion is that parallel movements in income and consump- 
tion cannot be explained by family size considerations. 

Another explanation of the consumptionlincome parallel was provided by 
Ghez (1975). Using the 1960 CES, Ghez prepared a figure for all consumers 
similar to our figures 10.7 and 10.8 for subcategories of consumers and sought 
to explain the observed close correlation between income and consumption 
using a “family production function” model of the type advocated by Becker 
(1965). Suppose, for example, that utility is a function both of consumption c 
and hours of leisure h. Suppose further that, because of the accumulation of 
experience or other human capital, hourly wages grow over the life cycle. 
Then individuals will have an incentive to work the longest hours when they 
are most productive, late in life. But this extra work takes away leisure time, 
giving the consumer an incentive to consume more time-substituting goods. 
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Carroll and Summers (1991)323 Consumption Growth Parallels Income Growth 
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Fig. 10.7b Income and consumption profiles by occupational group, 1960-61 
CES 
Source: Calculations by authors using CES tapes. 

The consumer will therefore be observed consuming more during those peri- 
ods of life when he works most and earns the most income. To be more spe- 
cific, this model would suggest that busy executives late in life would be more 
likely to have a maid to do housekeeping chores and more likely to send out 
their laundry than young people with (presumably) more time on their hands. 
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