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Abstract
South African income and expenditure are not normally distributed over the population,

primarily due to the fact that employment opportunities are not uniformly available to all
members of the population. Importantly, however, expenditure system analysis has
been conducted using developed economy data, which are more likely to satisfy the
standard distributional assumptions used in these analyses. In this paper, | develop
and estimate South African expenditure share elasticities, taking into account the
distributional features of the data. The estimated model is non-parametric and the
results from the non-parametric model are compared to regressions from more
standard parametric models. Within either the parametric, or non-parametric version of
this model, it is possible to embed both the Almost Ideal Demand System, and a
modified version of the Almost Ideal Demand System to determine which of the ideal
systems more accurately explains the data. Preliminary results from our analysis
suggest that the non-regularity of the data distributions affects the estimates
significantly, although the direction of the effect does not appear to fit an obvious
pattern.



