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The Effects of the Child Allowance on
Household Consumption Expenditure

Lee, Ayoung

(Korea Institute for Health and Social Affairs)

This article presents an empirical analysis of the impact of the Child Allowance on the
structure of household expenditures. The changes were more pronounced in the
composition of expenses than in the total amount spent, with a common trend across
households being increased direct spending on children’s clothing, recreation, and books
and stationery items. The effect, however, varied across socioeconomic classes. Among
low—income households, spending on children’s education and food increased,
suggesting that for this group the Child Allowance serves as both a supplement to living
expenses and an investment in children. Middle— and high—income households, as well
as one—child families, showed an increase in savings through installment plans. All this
aligns with the household-level tendency to view the Child Allowance as funds
earmarked exclusively for children’s needs, thus bringing changes in both spending
priorities and structure. The allowance scheme illustrates how a stable, predictable
source of income flow can contribute, more effectively than mere cash transfers, to the
development and welfare of children. To improve the program, policymakers should
consider expanding the coverage of the Child Allowance to include a broader age range,
while also seeking to reduce disparities by combining tiered support with tailored

services in a detailed manner.
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