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SOME ASPECTS OF THE STRUCTURE OF
CONSUMER.DEMAND FOR FOGDGRAINS IN INDIA

Igtroduct;og :

Historically, empirical studies on consumar demand for foodgrains
have been carrisd out with a view to achisve one or other of two broad
objsctives: (1) to develop appropriate causal relationship that can be
used to forscast prices or quantities demanded and (2) to approximata
tha demand curves of sconomic théory-l/: The proeedure adoptsd in such
studies involves the specification of a demand eguation and the astimae
tion of the cosfficisnts of the equation using data from time series or

cross saction surveys,

Tima seriss data on consumption of Foodgrains-;/ in India correspond
to an indiresct estimate derived from an accounting identity of total
auailability-é/. This indiract astimate of food consumption has a number of .
limitations on account of tha axclusion of changes in private stock, a
constant proportion of production being considargd ag allowange for non-

food uss and tho drawbacks in the gross production cstimatas,

1/ A reviev of the evolution of ompirical studies on consumer damand
is available in P,S, George and G,A. King "Consumer Domand for Food Commo—
dities in the United States with Pro jections for 1980", Giannini Foundation
Monograph 26, University of California, 1971.

2/ In most of the governmant sources of data, foodgrains includz eorsals
and pulsaes, with pulses accounting for about 10% of total foodgrains, Throughe
out this papsr foodgrains refer to only cereals,

3/ Tha total availability of foodgrains irfagiven poriod i definod
as nat availability = Gross Production ginus allowance for non-food use
plus not imports plus or minus changas in government stock,
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Diroct astimates of consumption of foodgraing and consumer expoendi-
ture are available from nationuwide consumer survays carfied out pariodi-
cally by tho National Sample Survsy Organization, (NSS), Any larga scala
sample survey on houschold consumption pattarn with an all-India covaraga,

such as thoe NSS consumption data, is likely to introduce semo arrurs;L/’

However, considering the problems involvad in the darivation of consump-
tion oestimatos from available timo sariog data,tha direct cstimates
obtainod from NSS provides a mors roliabls sourca for analyzing thas struo-
ture of consumsr demand in India and thas naturc of structural changes in
consumption pattarn, In particular, the dirict ostimatoes obtainod from
tross soction data ovor time can ba usad to analyso tho variations. in
Consumption levels according- to tho soci-aconomic charoctoristics of the
population., The aggregats naturs of information from tims sarios data do
not pemmit such a dotailad analysis, Koeoping this in mind this study usoce
the data from the 17th round NSS survay during 1564/62, 19th round during
1964/65 and 28th round during 1973/74 to analysc tho changes in por capita

' . . . aas 2
tonsumption levals, consumar pricos, and UlasthltlBS.“'/

—1/ For a detailed discussion on tho reliability of NS5 data sas M.S,
Ahluwalia "Rural Povarty in India: 1956/57 to 1973/74" in Indias Oecaw
sional Papor, World Bank Staff Working Papor No, 279 {(Washington, D.C.s
Tho World Bank, 1978)., Sco also P,5, Goorgo "Inaqualitiass in Consumption =
Soma Probloms of Moasuromont and Intorprstation®™, IFPRI Staff Working Papar
77233 (Washington, D.Cey Intornational Food Policy Rosoarch Institute), 1977,
and Mukharjsc M and Chattorjea G.5 "On tho validity of N.S5.S Estimatos of
Consumption Expondituras® in Srinivasan and Burdhan "Povokty and Incoma Dis-
tribution in India®, pp 139 — 147,

2/ Hore it should ba pointod out that tho data available from publishad
raports corresponding to various NSS rounds are not strictly comparablao, and
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The changes in expenditura pattern and incomg distribution aro analysad
using data from thess thres rounds along with data from somo other rounds
whers only por capita oxpenditure data ars reported, Tho analysis alsp
attempts to measurs tho impact of changas in consumor pricos and per capita
incomo on consumption lovels. With a viow to understand ﬁhe structural
characteristics on consumer damand, the diffenenge in damand pattarn accord-
ing ﬁo urbanization, incoms groups and commodity composition of domand fof

foodgrains are considersd in dotail,

Ehanges in Par Capita Consgmgtiog

Bural Arcag: Botwoon 1961/62 and 1973/74 NSS raunde-, the por capita
monthly consumption of all caroals in rural areas doclined from 17,53 Kas
to 15,09 Kgs indicating a fall of 13.,9%, Ag indicatad in Table 1, this fall
in coroal consumption was the not rasult of a dacling in tho cqnsumptiun
lovels of rice (21.3%), Jowar (16,1%), and othor coroals (45.5%)3 and an

inersase in the consumption levels of whoat (33,4%) and bajra (43.9%).

Tho NSS data for different Survay rounds are roported according to cupw
ront oxpanditure classss., Tho boundariss of tho class intormal for difforent
Survey rounds aro not strictly comparable-l/. Bocausa of this difficulty in
comparing tho por capita consumption lavel of one expanditure class of 1661/
1962 with tho corrasponding exponditure class of 1973/74, tho consumptidn
lovels of consumers belonging to the bottom and top guartilc expanditurc

groups ware derivad —2/.The darivod consumption levsls indicatoad a slight

1/ For oxampls, tho Pirst axponditurs class in 1961/62 Survay is Rg.0=B8
and the first expenditurc class in 1973/74 survay is Rs.0-13. Thasd tuwo
oxponditure classss are not strictly cguivalant,

2/ Since the expondituge classas corrosponding to those guartilos ware
not axactly tha same as thd oxpanditurs groups corrasponding to tha WSS Data,.
soma approximations wors necossary to idontify tho oxpenditurc classus corros-
ponding to each guartile. Through'out this papary the bottom quartile rafors
to the consumars in the lowest 25% expanditure catagories and tha top guartilo
mfors to the consumors in thoe highost 25% expanditure catogorios,
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TABLE 4: PER CARPITA MONTHLY CONSUMPTION OF CEREALS IN RURAL AREASS
1961/62 to 1973/74

Pur Capita r‘bntg,]_.‘z Consumption

Bottom : Ehanoa Betwaen
uartilo 1961/62 1964/65 1973/74 myva
(kilograms) {(percont)}
Rice 5,62 5,82 4,93 ~12,3
Uhoat 1,11 1,33 1.76 58,6
dobar 2.01 1.74 1,75 ~-12.9
Bajra 0.51 D.56 0.83 6247
Othor Aoreals 2,08 2,39 2,04 - 1.9
_Total ceraals 11,18 11,84 11,31 141
Top
Quartilo
Rice 11,48 10423 8.87 22,7
Uhaat 5499 5.58 6454 942
Jouar 2,03 1489 1.35 ~66.5
Bajra . 1416 1.80 1,54 32,8
Othor caroals 3.53 2452 2,00 =43,3
Total cersals 24419 22,02 20,30 =161
AlL Consumors
Rico 8.77 B.13 6.90 =21.3
thoat 2,64 2,74 3,52 33,4
Jovar 1,93 1.85 1,62 ~16.1
Bajra | 0.82 1,06 1,18 43,9
fther ceroals 3,37 2,41 1,87 ~45,5

Total corcals 17 .53 1619 - 15,009 13,9
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ineroase{1.1%) in the consumption of carsals in the bottom guartile and

a8 fall of 16,1% in the top quartile, Howovor, whan the poriod from 1964/
65 to 1973/74 is considared, a fail in consumption lovels was exparioncoed
in both tho bottom and tSp quartiles. Consumcrs belonging toboth tho
bottom and top quartilas had made roeductions in the per capita consumption
of ricas, Jowar, and Bajra, The raduction in consumption lovols af thesa
__1temswus totally compeonsated in tho bottem guartile by increass in con-

- eumption lavels of whoat and bajra, but it was only partially componsatad
.in tho top quartils, Hore it is also worth pointing out that tho percantaga
increase in whoat consumption in thoe bottom gquartile was much highar than
the corresponding inercass in the top gquartilas, and this may bo due to tho
substantially highor initial loval of wheat consumption inm the top guartils

ag comparad to tho bottom guartile,

Tha changes in tho consumption lovels in tho bottom and top guartilos
had also contributad towards soma roductions in quartile consumption ratiol/.
Uhilo the quartilo consumption ratig for all caraals was 2,16 during 196@62,

) i
it was raduced to 1,86 during 1964/65 and to 1,79 during 1973/74, The reduce
tions in quartilc consumption ratin wore abssrved fer all corsal itemsy for
rice from 2,04 to 1,80, for whoat from 5,40 to 3,72y for jowar from 1.01 to

0477y for bajra from 2.27 to 183 and for othor corsals from 2.16 to 179,

Urban Areas: Botwoon 1961/62 and 1973/74, tha per capita monthly come

sumption of all cercals in urban arca daclincd by 9.2% from its 1961/62 lavol

1/ The guartils consumption ratio is dofinad as q /q. whore g. is the
por capita consumption in tha top. guartilc and q is the per capita consump-
tion in tha bottom guartile,
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of 12,47 Kgs, This decling in total carcal consumption was tha net rosult
of a dacling in the consumpticn of rico (12.4%), jowar (28,3%) and olhsr
coreals (53,6%); and an incruass in the consumption lavels of whoat {5.4%)

and bajra (29,4%){sca Tablu 2).

Botwaosn the bottom and top guartilos th2 fall in psT c2pita consumption
in the top quartilo was highar th2n tha corrosponding fall in the bottom
guartile, Although the poer capita consumption of csrsals in tha top guertila
diminished by 15,1%, tha consumption in the bottom guartila had diminishad
by only 5,5%. All commoditioss oxperlencod a dagling in consumption lovels in
tho top quartile, but in thc botiom quartilea, tha daclins in cdnsumption
lovels wag confined to ricu, jowar and othor cireals, As indicated in Tablo?2,
the per capita consumption of cansumars bolowging to the tep guartile, and
of tho total populatisn diaelincd during tha subperiods 1961/62 to 1564/65 and
1964/65 to 1973/T4. Heowevar, in tho bottom quarbilo, the fall in per capita
econsumption during 1964/52 to 1964/65 was partially offsat by a slight increase

in consumption during 1964/65 to 1973/74.

IThe guartiloc consumption ratio of curoals declined margimally from 1.27
in 1961/62 to 1.24 in 1964/55 and it further doclined to 1.15 in 1973/74,
Tha doeling was obsosrved for all commoditias — vica From 1,57 in 1961/527tu
1.26 in 1973/74, whoat from 1.86 to 1,66, jouar From 0,27 to 8,24, bajra

from 1.17 to 0.25 and cthor c2r2als from J.37 to Ge.30.

A comparlison of tho Food consumption pattomm in tho urban and rural
areas indiczto somoe intapesting rosults, In rural arcas coarss grains account-
od for about 1/3 of thi corozl consumpticn. From 1961/62 to 1973/74, the
share of coarss grains-has sliochtly doclined from 34,9% to 30.5%. In urban
aroas, coarsé grains ascounted for loss then half its sharo in rural arcas,
Hors again, thore was 2 fall in thos sharo of coarse grains from 17.9% durdog

1964/62 to 14,3% during 1973/74.



TABLE 2:
1961/62
Bottom Quartile
Rica 44,60
fthoat . 3416
Jowar 1.76
Bajra 0.24

Othor cercals 0,96

Total corcals 10,72

Top Quartiloc

Rica 7 422
Whoot 9.29
Jowar 0.48
Bajra 0.28

Othor coreals 0,30

Total corcals 13,57

11 Consumars

Riea B.1d
Whoat 4,10
Jowar 120
Bajra 0.34

Other careals 0,69

Total cop3als 12,47

-7 -

PER CAPITA MONTHLY CONSUMPTION OF CEREALS IN URBAN

AREAS:

1961/62 to 1973/74

1964/65

(Kilograms)

4,39

1.10

4 A%

Changa Botwaan

1973/74 1961/62 T0_1973/74
(parcent)

4,48 ~2.6
3,16 0.6
1.27 -27.8
0463 16245
G.46 52,1
10.02 645
5464 -21,9
5,28 - 1.2
0,30 ~3745
N.16 =42,
Cetd =537
11,52 ~15,.1
5,38 12,4
4,32 Se4
(.86 ~2643
Dadid 29,4
0,32 ~53.6
11,32 - 9,2
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Tho share of coarses grains for consumars belonging to the bottom guartile
- in urban areas was somowhat similar to the share of coarsa graing for tho
consumars bolonging to tha top quartile in rural arcas, The share of coarss
grains for consumars balonging to tha top quartile in rural areas was moro
than half tho Sorresponding share in tho bottom quartila in rural areas,
:prauer tha sharo of eoarsa grains for consumsrs bzlonging to tho top

guartile in urban arsas was anly about 1/4 of tha sorrasponding share in tho

bottom guartilo in urban araas,

The rural-urban par capita consumption retio: of coroals daclinad from
1441 during 1961/52 to 1,39 during 1864/65 and it Fufthar daclinoed to 1,33
during 1973/74, The bohavious of this ritio in ths bettom and top quartilos
indicates that most of tho adjustmiants had takon placo in tha middla guartilos
{sacond and third quartilas) -

The par capita consumption data also indicatad that the averagy par
capita consumption Pop all censumirs in tha urban arcas remaincd morpa
or loss tho same as tha oar bapita consumntion of corsals in tho bottom
guartilo among tha rural consumors.  Mowsver, tha compositicn ofeupsrior

and inforior grains in total Gsrols in thass tuwe eategarias diffarod vory mych,

Changass in Consumar Pricas

Tho oxpenditurs and quantity data nvailablc from CONSUM3T SUDV3YS pro-

vide a hasis for drawing somo inferonco an tho bohavior of consumop pricos,

l ospocially the difforcncs in pricu paid by consumors balcnging to diffosrant

1/ This is mainly bacauso tha ratio romainad at somcwhat constant
lavels in the top quartilo (1.78, 1.79 and 1.76 rospeetively during 1961/62,
1964/65 and 1973/74) and it incroisad in the bottom quartila from 1.04 during
1961/62 to 1.19 during 1964/65 bofopas drepping to 1,13 during 1973/74,
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axponditure groups. Data from tho 1961/62, 1964/65 and 1973/74 NSS rounds
apa usaed to analyso tha followings
(1) Urban ~ rural diffarences in prices paid by the consumars
(2) Difforemcs in pricus pald by consumors halanging to diffarent
incomo qroups, and
(3) changas in pricas oVvoT tims for both urban and rural cCONSUMETS.

Urhan =~ Rural Prica Difforuntials

Tha Urban—rural prico differantinls ars influsnead by thros major
factors; handling costs and markating margins, compnsition and auality
diffaroncas amang coraalsg, and oxtont of pubiic distribution arrangemonts.
Those threo factows influones the urban-rural price difforonce in somouhat
differont dircctions. Tha affuct of handling costs and markotlng margins
is to raiso tho urhan consumar pricss over tho rural nricos, Tho higher
propartion of tha coarse grains in thao rural diot has an influanc&_of raduc—
ing the weighted pricas of foodgrains in TUTal ara2s, and theruby widening
tho gap botwoan urban and rurAl pricas."l/ At the sama tima, tho subsidizod
public distribution system, mostly in tho urhan arpoas, roducas tho urban

prices, and tharshy narrous down the gap betwoon urban and rural pricas.

_1/ As pointad out oarliir, thz proportion of coars? grains in total
fondgrains during 1951/62 survay was 34.9 p3T cant and 17.9 por cent in
rural and urban arszs rospostivoly, During 1964/65 survay, this porcontage
Uas 32.9 in pupal aroas and 13.8 in urban apias.  BY 1973/74, tha coarsd
grains accountad for 30.9 marcont of total ooroals in thce rural areas and
14,3 porsant in urban Areas.
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Tha prices paid by consumers in urban and rural arzas cbtained f rom
1961/62, 1964/65 and 1973/74 Nsé data (Table 1) indicate that the combinad
pnsitiue influenca of the first tuwc factors on tha jap betwasn urban and
miral prices for total coraals was higher than the negative influence of the
third factor. The urban prics of aar2als was 16 persant above the rural
price during 1961/62, it want down to 6 percent during 1964/65, and it uwant
up to 10 percant during 1973/74. The lower percentage gap during 1964/65 was
mainly influanced by ths behavier of whaat pricass, Whaat, accounting for
38% of the total cerpeals consumad in urban areas, wes tha major commodity
distributed through tha public distpibution systom, Tne consumer prics of
wheat for urban consumers during 1964/65 was 6 percent balow the price of
yhait for ruril cConsUMBIS, and this indicataes that thz markating margips on
local wheat was more than offset by ths lousr prices of whaat distribu£§d
through ths public distribution systom, The impasct af the public distribu-

tisn systam can 2lso be ohgapuad during 1673/74 whan tha wh2at pricz in urban

arcas was only about 59 abovie the rural prics, as comparad to an average
differance of 10% for all coreals, whilo the pricz of all cercals in rural
apoas went up by 40% from 1964 /57 to 1964/65, in urban areas the increass
was only 28%, Alsc, bztwazn 1964/62 to 1964/65, in urban arsas tha increase
was only 28%. Also, batwsn 1954 /62 and 1973/74, the prics of careals in
rural areas went up by 2104 as against an Incraass OF.195% in urban aroas,

Thus, throughoul this period the prics incrwsss in urban arzas ramainsd

balow thz rate of incroeass in rdral oroas,

Difforcnee in Consumar Prices Amonn Incoms Grouns
03

The procodura usud to datopmineg cnnsumar Ixpinditurse in thi cross
gockion survays ofton assumos that the pricoe of a given commacdity romains
constant for all consumers, HOWOVIT, the ceratl pricoss for conNsumars

palonging to difforent incoms goouns ro Likoly to 55 -influcnced by the
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kuheat
Jowar
Bajpa

Othar

Caruals.

Total
Corcals
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TABLE 3: CONSUMER PRICES OF CEREALS IN URBAN AND RURAL AREAS

1961/62 1964/65 1973/74

Rural Urban Urban~ Rural Urban Urbane Rural Urban Urban-

Rural Aural Rural

Raio Ratin ' Ratio

(Paisa/Kg) {Por Cent) (Paiss/Kg)(Pur Cont)  (paiso/Kg) (Por caent)

58 67 116 77 84 109 181 196 108
a7 51 108 66 62 94 139 146 105
38 43 113 58 54 110 127 137 168
41 47 148 60 67 112 114 130 114
37 41 111 56 6 109 120 131 109
49 57 116 69 73 1086 152 168 110
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1, Quality of diffarent commoditios
2. Moda of purchasas (froquancy, location, bBulKs.e);
3. Compositicn of diffrent commoditiss in total corcals; and

4, Extent of purchasas from public distribution systom,

In ordar to study to variations in nrices among consumers bo-
longing to diffapent incomz groups, th3 prices paid by tha consumors
belonging to th:2 bottom and top quartilss wora obtained from 1961/62,
1964/65 and 1973/74 data, Tha pricss for csreal itoms prasentad in
Appundix 1, and 2 summary for total coercals given in Table 4, lead te
tha follawing braod conclusions: _1/

1. Tha price of 2ll cercals for consumers in tho top quartilc was
substantially higher than thz priez for consumars in the bottom guartilo
in both urban and rural arcas,

2. Batwoon the urban and rural consumars, thas ratio batwsan the

‘prices in tho top and the bottom quartiles in tho urban arcas was higher

than the corresponding ratio in the rural arcas, If the prieo di%Faranca
batwean tha ton and bottiom guartils is assumod to bo an Indicator of tho

gquality diffaranca, tho quality ciffercnac in grains wes mora prodominant
in urban arcas than in rural arsas,

3, Tha urben-rural prics ratio in the top guartile was highsr than
tha corrasponding ratic in the bottom gquartilo. Ag pointod cut carliorn,
the quality diffarance inlgrains lzads to 2 highoer guartilo »atio in urban
arodas than in rural areas. At the sama timc, because of the oporations
gf tha publie distribution systam, thes difforance botwasan tha urban and
rural pricos for consumars bolonging to the bottom quartile is loss than

tho corrasponding diffsrence for tho consumsr balonging to the top quartiloe,

1/ In tho absgonen of a satisPactory incomo/sxpanditure oroup
oprica indox, it is not possiblo tou varify whothsr ths changes obtained

~an tha hasis nf tha_nomas santinn data is congtstont with time sorioa
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TABLE 4: CONSUMER PRICE OF ALL CEREALS IN THE BOTTOM AND
TOP QUARTILE EXPENDITURE GROURS

Bottom Quartile Top Quartils Quartilo Pricoe Ratig

1961/62 (Paisa/Kg)
Urhan 54 54 1,18
Rural 50 52 1.04
Urban-Rural
Price Ratic 1.08 1.23

1964/65
Urban 65 78 1.20
Rural 54 74 1,16
Urban=fural
Price Ratio 1,02 1,05

1973/74
Urban 132 : 187 1042
‘Rural 133 163 Tel2
Urban-Rural

Price Ratig 0.99 1415
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This is mainly because thu opon markat prica of foodgrains romainad at a
highar laval than the ration prics, and most of tho consumars balonging
to tha top quartila tond to purchaso grains from the opsn markat,

4. Thore wera. changos in tho quartile price ratio and urbanerural
prics ratio from 1961/62 ta 1973/74, During this paricd for tho consu-
mors balonging to the bottom quartila, the urban~rural prico ratio showod
& continuous caclina from 1,08 during 1964/62 tc 1.02 during 1964/65 and
it further daclined to 0.9 during 1973/74. Fur ths consumars belonging
to tha top quartilu, thars was 2 mixod trand, a daclinag from 1,23 during .
1961/62 to 1,05 during 1964/65 and them an imcraise o 1.15 duping 1973/74,
Tha quartile price patio had an ipnerzasing treand in both urban and rural
arsas, Howsvary, tho fqta of growth in gquartilsz prics ratio batwoean 1964/65
to 1973/74 in urban arcas was much highar than tho corrssponding rats of
growth in rural arsas, A parptial 2x:lamation for this diffurenc: is pro-
vidad by tho changas in tho composition of sommoditiss, ospoecially tho
changing share of coarss grains in total corsals,

5. It was peinted out cariizr that th: oparatione of the publie
distribution systom rosultoad in lowor whaat pricas in tha urban aroas

" as comparad to rural arsas, Tha price sf corsdls pid by consumors balong~
Tabls 12 clearly
ing to the bottom and tap quartilas given in Appondix/indicates that during
1961/62, uheat priea in urban apeas was highar than the whaat pricu in
rural arsas for all ecnsumcrs. Housvir, as the public distribution of
wheat oxpandad in urban arsas through PL 480 suppliasa whoat pricoe in
urban arcas had fallan bolow the prics in rurel areas, By 1973/74, priec
of whaat for consumors belonging to tha bottom quartils in urban areag
rural
was below tha price of whedt for/consumors in .the bottom gquartils, Howe
~ evar, in the top guartilo, prics of whaat in urban aroas was highar than
tho price in mural arcas. Thus it can bs concludad that tha urban low

incocmu consumers derived the benofits of tha public distributinn_gygtom,
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thangas in Gensumsar Pricas Ovep Tima

Earlior som2 obsarvations in ths changas in ccnsumar pricas betuagn
1961/62 and 1973/74 ware mado in comnection with ths rclative price changos
among the ccnsumers bulonging te the bottom and top quartiles, As Table S
indicntes, furthur amalysis of this aspect indicetos that batwasn thosa
tue poaricds, the consumer prics of curcals inoresss? by 210% in rural
apeas and by 195% in urb2m apsas. Whon the norlod 1961/62 to 1973/74 is
subdividad into 1961/62 tu 1954/65 and 1954/65 to 1973/74, tho mature of
changue in rural and urban =raas during thos: twe parieds indisate diffo.
rent tronds. During tha poried 1961/52 tc 1964/65, the incrozse in pricoe
of cérﬂals‘in rural areas oxszidod the cormosponding increasue in urban
irads, Howsver during tho poricd 1964/65 to 1873/74, = ravorss trond was
obsorved st that the incroasa in cerezl price in rural apga was 128s
than ths corresponding increasa in urbanm apees, Ono of tho ma jor factors

rogponsiblo for the differencs bebwacn tha prics increzs2 inm rural and

,urban areas is tha naturc of changos in wheat prics, From 1951/62 to

1964/65, tho price of whzat insroassd by 49% in rural apeas as against an
incroasa oF 22% in urban araas. Howsver, From 1@64f65 to 19?3/74, tha
price of vhoat in rural arozs wont up by only 111% zs againast an ingrcase
af 135% in urban arsas, Tho Cifferoncy in the growth rute in prics of

uhaat in urban Aand purtl nrons gan B sxplainagd by tho price of whaat suyp-

nliad through thz ouhlic distriouticn systome, Cn the one hand, the issuo
b P 3

pric: of whoat wis 3 low rob: af Re 37,5 purt quintalm*f, during 1964/
85, and on  tho othor hand, during 1973/74 £ha issus neios of uhoat was
incroasad from Rs. 84 to Re, 96 in Novesbar G673 And From Rs. 96 to Re,125

in April 16574,

AL 1 quintal = 109 Kgs.
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TABLE 5: INCREASE IN GONSUMER PRICE of

Rural Arcag
Rigu

Whaat

Jowar

Ba jra

Other Corsals

All Curoals

Urban Arpag

Rica

_Whoat

Jounp

- Bajra

Othar Capealg

R1l Coreals

16

1961/62 to 1973/74

From 1951 /62
to 1964/65

33

53
46
54

41

25
22
49
43
45

28

From 1964/65

to 1973/74

(Purcont)
135
111
119
© 80
114

120

133
135

111

130

130

CEREALS FROM

From 1961/62
to 1973/74

212

196

178
224

210

153
186
216
177
220

185
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Changog in Por Capita Expendituro

Thoe changas in por capita expenditure gver tima.raflant'tha changas
in boﬁh the quantitiss consumod and tho ganerai prica %3vels. Tha changos
in quantitiss, aa oxplainad by domand thaury, ara infiuzncad by tha changas
in incoms lavals, ra2lztivs pricis, and consumor praforcnca, Tho changoes
in par capita axponditure on indiuidual-commoditiaf has an effzct on tha

ralativa importancd of theso commoditics as muasurad by their oxpenditure

proportion."l/

As Table 6 indicates, betwaan 1961/5é and 1973/74 tha per eapita
monthly oxponcityro at surront ﬁrices in rurzl arvas went up by 144%,
Howaver, when thoe changos in consumar prico indix for agricultural laboupe
3rs warc usad as 2n indisttor of the prico changas in rypal areas, it was
ohsarvad that tha npricas increassd at a much highor rata than tha ingraags

in consumer oxponditurs, 2/

1/ The axpanditurs propooiion for & given commsrity moasuras tho
shara of total consumar uxmondityrs sp2nt on that commodity, Thus, tho
Sxpanditurs proportion on ith commodity is 4ofinad as Wi = 04/E wharo

e

3, is oxpenditurc on ith commoduity and F :;?g iz th: tctal axpondituro,

2/ In situaticns involving daflators, tM2ra ci:n bo diffaponca of
opinion regarding tho dppmpriata deflator, As Burdhan points gut, it
is highly impropor to daflaty nrivato cansumor oxponditure data by tho
dzflator for mational incoms, Furthar singa thore is soma  difforence -
in the pattem of price movomunts batwasen urban and pupal apaas, it is
dppropriats to doflat: eonsumer axpandlturcs in rural areas with a cone
sumar prica indax for the rural =roa. In tho absungs of a saparate cone-
sumar prico indox for rural aroas, tho consumor prico index for agricul~
tural labourors is. takun as tha bost approximation for tho echangas in -
consumoer pricas inm rural aroas,
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TABLE B: CHANGES IN FER CAPITA MONTHLY CONSUMER
EXCENDITURE AND EXPENDITURE PROPORT IONS
IN SIRAL AREAS: 1955 TO 1973/74.

{a) Consumar Exponditurs

Par Capita Monthly Exsandituzo
Incroass
Itoms of &atwaon 1981/
Exp.andityre 1955 1961/52 1963/64 1364/65 1973/74 62 tc 1973/74
Rupuas ) (poreant)
Rico 5,06 5.19 B, 28 12,46 146,42
Whoat A 1637 o820 £,90 208,2
Jowar 0,73 1.76 1405 2.00 182,2
Bajrn D34 C.4a0 L34 154 294,0
Othor curaals Veld 1623 1,35 224 83.0
All caraals 5,71 8,60 £5.95 11.15 23,00 167 4
Total fac!! 73J.10 14,93 15,72 13,29 38,70 165,58
Total nonefood Ha10 5,40 6% 7615 15,31 85,7
Ml commeditics 15,20 21,73 22,4 25,44 57,01 143,9
Consumar EXe
pandityro at
1961/62 prico 21.73 13,56 19,18 18.83 -~ 13,3
{b} Exponditurs (Per Cont) - |
nropottions
Ricn 23,3 23.2 23.B8 23,5
Whoat 546 5o 648 9,2
Jowar 3.4 3.4 ’ 4;1 3.9
B1jma 1.6 1.8 2.4 2,5
Other B araals 5.7 &,7 5471 442
A1l capaeals 37.6 39,6 35,1 42,2 43.4
Total food 644 68,7 701 73.0 74,3
Total non--Ffuod 3% 40 31,3 29.9 ZT.G 25,1

All Commodditios 100 100G 1006 160 100



.Tha consumsr expanditufz at constant pricas during 1973/74 indicated a
decline of 13.9% from tha 1961/62 leveli As pointad out in Tabla &

most of this decline occured botwsan 1961/62 to 1063/64, Howzvar the
diclining trond was common VoR alilothar intusmmodiate yanrs for which data
ar: ayailabls, Among the individual ceroal items, tha insroasa in monthly
per capita J%punditura batwson 1961/62 to 1973/74 in rural arsds wis maximum
Por whoat (298.2%), Followad by bajra {294,0%), =nd uaé luast for othar

corcals [B3%). For all cureals par capita consumar sxpanditurs want up by

167.4% and tho food Sxponditurs inersasad by 165, 9%,

Tha pelatively larpgor inersasc in thoe consumor sxpsnditurs on cerials

and Pood itoms implisd an incpeasy in theip share of the cobtal consumar
axpanditurs, Gatwasn 1861/32 to 1973/74, the axpandituru proportions on
goreals went up Prom 39,6% to 3.4% and tha shar: of all food itams went

up from 68,7% to 74,9%, This tendency of incriasod shapa of carcals and

all food itams in total axpundiburps is also consistent with tho changss

from 1955, ThQ incraasc in szxponditurs shara of all corsals rafloctad a
substantial incruasn in tho shioa of whiatb; mancinal increasas for riea, jowar

noara of othor serials. Howavery during the

n tho

T
v

and bajra and a duscling
pariod 1354/68 to 1973/74, ths axpondituce shars of whazt indicated a sube
stantial increasce, whils the awpandiiues shapos or rica, jowar and other

garpeales doaclinod,

Tho monthly oar ecipita consumsr oxoonditura at current pricas in
urban apaas inorodasad From Re. 30.86 during 1964/65 to Rs. 70.77 during
1973/74 (Tanlz 7). Tho incruass in monsy axpondituro 125,3% uas loss
‘than ths incroass in th3 working class consuinar prieo indax (which is usad
to reprosont tho ingreas: in gonoral hrius lavils in urban araas) indicating
+ 9,7% £all in consumor oxpanditurs @b constant prices. Tha fall in real.
gonsumar axpunditurs was axparioncod threughout the paricd but tha rats of

daciing from 1961/62 to 1964/65 was highsr than ths rats of doclins from
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TABLE 7: CHANGES IN PER SAPITA MONTHLY CONSMER EXPENDITURE AND
EXPENDITURE SHARES IN URBAN AREAS: 1955 TO 1973/74.

{a) Consumar
Exponditurs

Pap Gapita Monthly Exponditers

Incraase Bot-

Itams of wodn 1961/62
Expondituza = 1955 1961/62 1962/64 1964/85  1973/74  rp 1913/74
{%up sos) {Parcant)
Ricw' ﬁc']:'; ‘-"*.09 4|75 10.56 155:7
Whaat 2,10 2429 2475 6430 200,0
Jowar 0.5 0,45 1,50 1.18 131.4
8 ja .16 0,21 0,26 5e57 256,2
Othar aaraile 0.28 (e 30 0.25 N.42 5040
A1l cerants 5,33 7.8 Te34 B,53 19,03 165,0
Total food 13,68 18,58 14,57 22,68 47,93 158,0
Total non~food 10,01 12,28 13,24 13,35 22,84 86.0
A1l
commoditios 23,69 30,86 32.81 . 36.03% 70,77 129,3

Consumar Ex-
penditurc at

1961/62 priea 30,86 29,37 75,64 27.87 - 9.7
o e esions Pazcant)

fic0 13,4 12,5 1342 14,9

Whaat 6.8 7.0 7.6 8.9

Jowar : 1.6 1.4 N 17

Bajra 0.5 0.6 0,8 "0LE

Dthor “uraals 10 0,9 0,7 N.6

All corcals = 22,5 23,3 22 44 23,7 26,9

Total fogd = 57,7 60.2 59,6 62,9 677

Total non-faod 42,3 39,8 40,4 37.1 32.3

ALl Commodie
tios 100 100 100 100 100



-

Amang tho individual itomd of axpenditurs, from 1961/62 to 1973/74,
tha oxpemditurc on a1l coroals went up by 165%, Thoe increase in sonsumar
oxpanditura was maximum for bajeo {éﬁs%), fFollowad by uhoat (200%) ana rice
(155%); and it was loast for other eoroals (50%), The axpondituro on all

food itaems incroeasad by 158%,

As in tha rural arias, thi}arge incrimga im consumor prandiﬁura an
food in gonspal, and an saroals in particular, impliard an incrocasc i tho
share of thasae itams in tha total axponditura, In 1955 tha prenditﬁra
proportio5 on coardals uas zé.s%, and it inercasad to 23,3% during 1961/62.
to 23,7% during 1964/65 and to 06.9% during 1973/74 . Similarly tha sharo
of oxpanditura on all food itoms in tha total expanditurs incressod Prom
57.7% in 1955 to 60.2% during 1961/62 to 62.9% during 1964/65 and to 57,7%
during 1973/74. From 1961/62 to 1973/74, tha uxsonditure shares incroasad
for fica (from 13,42 to 14,9%), whoat {from 6.8% to 8.9%), Jowar (From 1.6%
to 1.7%) and bajra (from 0,5% to 0.8%); and iﬁ daclinad for othar coroals
fram 1.0% to %.6%. Tha natuxe of changss in tha oxponditurs proportions
of individual coroal itame Prom 1961/62 to 1973/74 was also the same for

tha sub-puricd 1964/65 to 1973/74,

A compariscn of the urban and ural arawth in por capita uxponditurc
and changas in tho sxpanditurs proportions »f difficult items loads to tho

following obsurvations:

First, thoe porcant of incroase in por Gapita oxpanditura on corsals
from 1961/62 to 1973/74 in both urban and rural aroas axecoodad tho parcant
of inercasa in por capita axponditura on total Paod. Whilo tha rato af
growth of oxponditurcs on all earcals and on food itsms in rural anmd urban
ardas wera mor: or lu;s comparabls duripg the puricd from 1961/62 to 1973/74,
the rato of growth in oxgunditurs on edr.sals during the poriod From 1964/65

to 1973/74 in urban arias was highar tharm th: correspending growth in rural



 Sacond, tho sharc of expoenditurss on caraals and an all food itams in
total expanditurc incroasad dn both rural and urban arcas, While in rural
ArOas, tho ineroaso in sxpanditurs on whoat was thu major contributing
facésr, in urhan ar3as both rice and whoat contributod tn this incroasa,

Chanoas in Incoma Distribution

Tha changsa in tho distribution of hnussholds in diffor.nt sxpsnditurs
classzs from 1955 to 1673/74 rofloct two factors — an ineroass in the gono-
r2l price lovsl and a gonspal improvament in e imcom. distribution of tha
IR /4 ' ) ) o ot bty
familivs . A gumparison of tho changes in incom: distribution can ba mada
only aftsr isslating tha influones of an inereas: in gonaral nries 1aval an
tho paportod distributicn of houssholds in diffaront axpenditurs eitsgorios,
Byrik < has suggastod 2 procedurs by which thz raportod distribution of house-
holds in diffarent sxponditurc categorius during ons time pariod can ha
ardjustoed for prics changss. Using Burk's procodun®: tho 1973/74 distrie
bution was adjustad for prica: changds botwoan tho perlods 1955 to 1973/74

and botwaon 1964/65 to 1973/74.

_1/ This is truc only tc the oxtant that changes in arpangiture pattem
raflont changas in incoma, Burdhan points out that since ths current
imcoma is oftan subjoect to more transciont factors, ristributicn of consump-
tion axpanditurs is somutimes rigardad 2 2 bottar proxy for pannanont
insome distributicne. {Sso Burdhans "Povarty and Incoms Distribution India®
in Srinivasan and Burdhan, op.Cit) .

2/ Soe Burk, M.C.s Measurss and Procedurss for Analysis of U.S.
Fond Consumpticn, USDA Handbook 206, Washington, 0.C., 195%. Alsc soo
Goorga, F.5, and G.A. King, "Consumer Domand For Food Commoditivs in
thz Unitod Staboe with Pep joctions for 1980%, Univarsity of Californias
Burkoloy, 1971, Burk's procadurs inwvolvad ths following stapss
(1) Take tho distribution of samplo during. 1972/74 and plot thy parcentaga .
cumulativa Froqusnecinss on tha ordinary vertical axis of 2 somi-~logarithmic
paper against tho uppoar cldss limikt of sach mpondituzy class takon aleng
thz logarithmic horizontal axis. {2) To adjust the distribution -for tho
prico changas botwoen 1955 to 1973/74, mov: thoe curue abtained above to tho
Lift by tha ratic of coneumsr prise indux duping 1955 to that in 1973/74 ..
soparataly for urban and oural arsas, Similszrly to adjust the distribu-
tion for tho pricn changss botwian 19%4/65 tu 1873/74 move tho curve fo the
laft by tha ratio of consumar prica indax during 1964/65 to that in 197%/74.
(3) Road off tho sumulativa friguonciss from the adjustad curvds corros-
ponding to 1955 and 1964/55 at tho axpondiiure class limits, {4) Comparu
tha actual distribution in 1955 with ths distributinn darivod from 1973/74,
If tho =ctual porcentaga of consumare in 2 low . incom2 group is highor than

R m Ll ] - . - _ L L e .l
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Tho results of this analysis ara presantsd in Tabls B indicating tha
changas batwaan 1955 to 1973/74 and Tahle 9 indicating tHa chargos batwaon

1964/65 to 1973/74, Tha following broad tand:neics amarge from the analysis:

(1) Botwoon 1955 to 1973/74, thors has been soms improvemsnt in tha
incoma lmﬁuls im rural afaas, gspacially in tho - tuwo bottom axponditure
grmups. In 1955, atout 36% o0f tho population bolongad to tha first two
amoups {monthly pur capita oxponditre less than Rse11) 2nd tho corresponding
puTeIntage was pardueld fa abaut half this lowvol {n 1973/74. The roduction
in thass tun groups had influsnoad an dpward movomant in tho parcuntaga of

population balonging to aly ths subsuguant sxeonditurs QICUnS,

(2) As compap’ to tho substantial roduction in the parcantage of
rural population bilonging o the “ipst two g9roups durting 1955 g 1973/74,
the changas in urban 1raas WIT3 only marginal, Horpe tho Upward movamont from
tha low incoma Lredps was lass significant than tha dounward movament from tho

upper incoms groups,

(3) Botwson 1964/65 o 1973/74 tha changos in tha propottion of

housgo-holds balonging to difforant incomi groups in béth tha urban and ryral
Araas did not indicats any dafinito pattarn, How&vor_it is possitle to

infar that the proportion of low income heusanolds in rural ariag has slighte
ly incroaszds fop oxampla, during 1964/65 23% of tha population had por
capitarmonthly axpoandituns gblou Rs. 18, th.tb9~1973/74 distfibutimn ad just-
2d for prics changes hﬁs a4 eorrasponding poreontago of 2744, indigating

soma ineraass in tho poreuntags of low ineomo posulation, At tha samo tima,
distribution of houssholds in the urban arias indisatas a vary slight improvoe-
mant in urban incnm& diztribution, Thus, thouch tho data fPor tha rural and.
.urban arsas dé not ghow any major ehangas in incoma distrinution during

1964/65 tn 19?3/?4, tharz is o elarr uvidenco that tha ineoma distribution
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TABLE 8 1 OISTRIBUTION OF 19585 ACTUAL 5"™pLI HOUSEHOLOS
AND 1973/74 DISTRIBUTION ADJUSTED FOR PRICE
CHANGES BETWEZX 1955 AND 1973/74

EXPENDITURE GROUF Aural Aroas tirban Areas
. ‘ 1955 Actual Distribution Bistribution
(¢, Distribu— Darivad From 1955 Actual  Dorivad From
tion 1973/74 Distribution  1973/74
(Par Cont) (Par Cant) (Par Cant)  {Por Cant)
;! , 20,3 5.5 . 5,1 2.0
8-11 17,5 13,0 - 0.6 3.0
1413 10.9 11.0 7.7 u-g
13-15 A7 12,0 646 8.5
15w18 5.8 14,5 10,5 1140
18-21 940 1.0 e.4 10,5
21-24 742 B,5 7.5 10.0
2428 5.3 7.5 7.8 8.5
2834 4.6 8.0 9.8 '9.5
34-43 2.8 3.5 8.9 BJ5
4355 1.6 3.0 ) 744 5,5

£5 & Abovs 22 2.5 10,7 7.0
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TABLE 9 : DISTRIBUTION OF 1964/65 ACTUAL $MlpLE HOUSEHOLDS
AND 1573/74 DISTRIBUTION ADJUSTED FOR PRICE CHANGES
BETWEEN 1964/65 AND 1973/74,

Exponditurs Group ﬂﬁﬂLﬁgﬁg _ | , Urban Arcag

1964/65 Distribution 1964/65 Distribution

L Actual Darivad From Actual Darivad From
(&) Distrpibution  2973/74 Distribution  1973/74

(Por Cant) (Par Cant) {Pur Cant) (Por Cant)

-8 1.0 1.3 0.5 0.4
811 3.0 440 1.4 14
11-13 5,5 4,7 1.9 1.0
13715 Hab B.4 3,3 : 3.5
45-18 .s.o ' 10,8 645 7.5
18=21 14,5 12.2 741 Tab
21-24 11.0 11.2 Ted 9.5
24~28 10.5 12,2 9.9 8.5
2834 14,5 1341 1465 12.0
3443 10.5 10.8 12.4 17.0
4355 | 05 a7 11.5 11.5
5575 445 3.9 11.6 9.5

76 & Abovu _ 3.0 ' 2.7 14,6 ' 11,0
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in rurm)l 2peas has nat iwproved, aﬁd at tho sams the distribution in
urban arsas has not deteriorated.
Changas in élasticitias
The changes in commodity composition and price levels has an impact on
the expenditure elasticity and quantity aelasticity., Since the difference
betwesn thess two elasticitiss can be interpreted as a msasure of the quality

eiasticity, it is also pessible to analyza the chages in juality alasticity%/

In order to obtain the axpenditure and quantity slasticitiss in dif- .
farent expsnditure proups the relationship bstwsen expenditurs (and quantity)

pn cereals and total expenditure was sstimated using the functional form 2/

logn=8+0+c log x
Py

vhere g = psr capita expenditure on cereals or quantity consumed, and

X = par capita total expenditura, From-the astimated sxpsnditure and guanti.

ty elasticities for different expenditurs groups, the slasticities corres-
panding to the bob*om quartila, top'quartila and the total sampls wera obtained,
The results of this analysis, summarized in Table 10, indicate the following

broad changes in the alasticities,

From 1961/62 ta 1973/74, for all consumers in rural areas, thera had bsen
a decling in the expsenditure elasticity and guantity elasticity. Howsver,
sinca_thardeclina in guantity zlasticity wes mﬁch hiéhor than the daclinse in
axpenditure elast;city,_thara was an lncresse én tha‘quality vlasticity,
Among the consumap; balonging to ths top quartils, the declines in expenditure
elasticity and quantity elasticities were morz or lsss the same, so that the

gquality aslastiecity remained the same, At the sames time, for the consumers

belonging to the bottom quartilas, thare was an incraasa in expoenditure

i/ Expanditure elasticity = quality alasticity + quantity slasticity,

2/ This functional form is chosan mainly bacayse of its suitability for
determining the alasticitiss at diffsrent total axpemditurs levals (ses
JaWe Mellor, ™Agricultural Prico Policy and Incame Distribution in Low
. Income Countrias".). Whan g corresponds to per capita wxpendituro, the function
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alastictty and a fall in quantity elasticity rosulting in an increase
in quality olasticity.

In the urban arsas, from 1961/62 to 1973/74, both the oxpanditure olas-
ticity and guantity alasticity had incroasod, Howswor,tho increaso in ax=
panditurc slasticity was highor than ths ineroaso in guantity elasticity
rasulting an incraoasa in guality olasticity . Uhilo the axpandituye olasti-
city imoramsad during 1961/62 to 1964/85 and during 1364/65 to 1973/74,
the guantity olasticity incroasod during 1461/62 to 1964/68, but doolined
during 1964/65 to 1973/74, For tha consumsrs balonging to tho bottom
quartilo, from 1961/62 to 1973/74, tho oxpanditurc olusticity and guanti-
ty slastioity had incroasad during both tho subpordods, but tho qua;ity
olasticity doclinad during 1961/62 te 1954/65., Tha daclino in quality elase
ticity during 1961/62 tc 1964/65 was mors than offsat by ths incroasd
during 1964/65 tc 1973/74., All the alaéticitias for tha urhan consumers
bolonging to tho top quartilo had increased from 1961/62 to 1973/74,
but tho changos from 1961/62 to 1964/65 and from 1964/65 to 1973/74 wore in
the oppasita dirsction.

Consistongy gf Changss in Consumption Lovals
with changes in Incomg and Pricas

It was pointad cut that tha oross sogtion data analysed hara indicates

a fall in par eapita consumption of caz%ls. Sinoa coroal pricus and consu-
mor incomos ara two important variabloas influcneing tH; par capit& coﬁsump—
tion of corcals, it was considered appropriats to apalyss the influenes of
thusa two variablas on tha consumption lauals.r Tha analysis was carriod out
from two angloss
(1) To astimato tho prico olasticity consistont with changes in quanti-
tiss consumod ond insome lovels, For this purposa, it wes aseumed
that changoes in corial consumption was influ:nced only by price
and.incmma changas.*l/ Whan anfincoma alasticity is asaumad_tha

prica olasticity can ba datarminad, | -
_1/'In this 0283, changas in QU1ntity ﬂﬂnsumad S

loq = sy By + pp INB
, /[y and /\ p corrospond to ohasgos in quantlty, incoms and pricass
corraspond to incoma and ptinq olasticiti Bas
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(2) to ostimats tho oxtont to which changoe in incomc and pricc lavols
cin uxplain thas changes]in tha guantitics consémod, In this caso,
tho incomo and prics olasticitics weps assumad at gortain lovols and
the asxtant of changos in consumption duas to tha changos 1n pricas and
income wops astimatod, Tho diffopzncs batwian tha obsarvad gonsumption.
lovel and tha astimatod consumption laval sould ba attributed to éthar
variablos such as ohangus in ralitive pricas of othor commoriitias,

income distribution and consumar prafiponca,.

As notoed zariioxn, bobwaon 1961/62 and 1973/74, tha por capita manthly

coneumetion in urban apsas doclined from 12,47 kos to 11,32 Kgs and in
rural arcas Prom 17.53 kgs tc 15.09 kos, During the samo parlod tha

prico por kilogram of coraals inoroasad from Rs. (.57 to Rs. 1,68 im
urban aroas , and it incroasod from As, 0.48 to As, 1,52 in rural aro2s,
In order to eompar: tha changus in par capita sxpenditures and the relative
prices of coroals, tho sxpondibuzis in 4373/74 whe sxprasasd in 1961/62 prico
1ovals using ths consumsr prisc indax for urban and rural arvzas, Similarly
tho exponditurs on corcals in 1973/74 was brought down te tho 1961/62 prica
1svals using tha food price indax A+ 1Hd analysis loads to tha following
conglusions? )

1, To the axtant changsg in consumar axpandituras basad on NSS data

rofloct tho shangss in consumur incoma butwoan 1961/62 to 1973/74,

tha peal ineoma daelinad by 9,74 in usban apcag and 13.3% in

_1/ In a strict sansy, changas in ceral prico indox shauld have boon
usad, Houwsvor, sinco carpsal prico inrdox was not ayailabls for urban and
rural arcas ssparatoly and sines thy corsals acceuntad for a major portion
af food itoms, food priecs indox was usad,
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AV

rural arcas .
2. Compared to the incrsase in general price levels, the resal price
. of sareals increasad by 7.1% in urban araas and by 106% in rural
areas.
3. Tho reportad f1ll in per capita consumption in urban areas
(-9.2%) is consistaent with an incoma elasticity of .21 and a price
alasticity‘gf of - 1,0.
4, Tha fall in por capita consumption in rural aroas was 13.9%.
Whan ths incomo alasticity of 0.41 is wusad, tha impliod prics olasti-
.city corraspacnding to tho fall in corcal consumption in rural

argas was -~ (0,80,

_1/ It should bo poimted out that this result is not consistent with
the growth in par capita national inecome, Ths diffaronea could be on acoount
of the methodology usod in determining the pzr eapita national incoma at
constant prices or hacauss of the daflator usad in the analysis, Srinivasan
and othars considar that ths diffarenca is on account of the daflators
usad, Commanting on the ostimatss of consumption at current pricas from
NSS and nationazl accounts, they chserva:" whils the astimatzs of consumption
at currant pricass derivsd from National Incoma and NS§ data are in closs
agranmaent for thoe paried 1954-55 to 1963-64, tho csstimataos of raal consump=- .
tion diffor suhstantially, This 4s-esantially a2 rafloction of tho diffor-
ancas in tha doflaters ussd to adjust curront prics consumption for prica
changes, Tho National Incomo daflater implizs a much slowor incroasa in.
pricas up to 1960-61 tham thu index applicd to tho NSS sorios. Tho lattor
is in principle suparior bocausd it approximates mors closuly to an index of
consumst pricus®, '

2/ Tho price slasticity was dorivod from ths changss in consumption
lovols, incomo luvols and pries loavols using an incoma olasticity of 421
which corrosponds to tha avorags gquantity olasticitios during 1961/62 and
1973/74,
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5, Sinco both the prics clasticitins impliod in 3 and 4 abova
arc somawhat highar than apgiori axpacted lowvels, tha changas in
consumption lovols consistzat with a prico slasticity of - 3 1n
urban arsas and G .5 &n rtural arias wara ustimﬁtad:l/ﬂccording
te this estimeto, tho shangas in ineoms and price lavals during
1961/62 to 1973/74 can uxplain about half the fall in consumption
in urbﬁn ap:ag 2nd ashout 3/4 of tho 211 in rural agoas,

Tho data usad in arriving at tha sbavs conclusions appaar in Appondix

Tabla 13 and th: rasults svs brisfly prosapted in Tabic 11,

Appoundix Tablu 13 also givss bBroakeup of tha pariod 1961/62 to 1973/74
into tuwo sub-periods 1961/52 to 1964/65 nnd 1664/65 to 1973/7?. In gonoral
ths onnclusions chtainzd for the tetal poricd wars alse trua for tha two
sub~poriods, Howover, in tha urban arsas, only 2 vary small proposrtion
of tho fall in consuimption 1avols botwsen 1961/52 and 1964/65 can bo axplainod
through pricse and incomo chanéas. At tho sama tima, it appoiars that a major
porticn of thu fall in consumption lavoels im rural aroas betwooen 1961/62 and
1964/65 can bo oxplzinad by thuss two variablos, Batwoon 1964/65 and 1973/&4,
the ehangos in pricu and incumus ean axplaln ahout~50% of tho fall in con-

sumpticn lavols in both urdan and rural 1r:as,

1/ For axampla, ths National Council of Appliod Economic Rossarch
nad obtainud & priecz uslasticity of - .34 far ‘oodgrains in India. Con-
sidoring tha fagy that prics slasticity in rural 2roas is liksly to ba

highor than thd,arzas and that tho ostimstoed guantity alasticitios in
Tabls 10 =2r2 closse to ~ .3 ond — .5, thasc Yuvols arc uscd,
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TABLE 11: SUMMARY OF CHANGES IN INCQME, PRICE AND CONSUMPTION

DURING 1961/62 TO 1973/74

Chango in consumor axpondituro
Change in corzal consumpticon
Incroase in corsal prico
Incraasas in CWP.I.

Incraasa in Food Pricoe Indax

Incraasa in Food Prics Rulative
tno Goneral Prico

Quantity Elasticity

Prica Elasticity oconsistant with
(1), (2), (6), and (7)

Fall —consumption consistont with
(1), (2), (6), (7) and price
2lasticity -3 in urban arsas and
~.5 in rural arsas

10.Percontage changa in carzal consumption

oxplainad by (9)

Urban Aroas

-9 7%
~9,2%
195%
154%

172%

7.1%

21

""1 .00

-4,24

43,54 -

Rural Apcag

-13.3%
-13.9%
210%
1824

21244

10,.6%

o 41

-3.80

~10,8%

77.7%
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Cpnelusigns and Poligy Ihglicatimgs

While drawing conclusions from this study, it should ba amphasgisad
that tho data usod in the analysis and the partial naturs of tho nanalysis
introducas a numbsaxr of limitations. It is possibls to quastion the vali-
dity af conclusions ha2sod on comparisons of data From a2 faw 2nd peinte,
Though such pomparisons eanmot bo usad to analyss tho undarlying tronds in
consumption patiern, tha rationalo usad in tha study assumas that so long
ag the pariods 2o not unusual, thoss comparisnns can previda samd indica-
tinne of thae chango oV Ir tha inturwval. Tha data from NS5 dsod in this
analysis is an impnriant sourcs of ovidsines for anilysing tha structumal
cahaﬁgas in\aonsumption pattomn, Howovar, this data along will noithar
noovidas sny conclusiva asvidanecwe on tha factors influonocing the changoe, nor
load to a sot of wviablc policy nption; to affsct Purther: chanéas in tho
structurs, particularly thosa affacting tho consumption lovals of lote
-incomo consumors, At the same timoy tho findings from this study ean bo
usad in conjunction withh a numbar of cthor avidences on produsctivity,
amploymont, and incomos tn suggest policy maasurss to incraasa tho food
intaks of consumers balonging to low-~incoms groups.

Tha main conclusicns of this study aro. listod bolows

Batwoon 1964/62 to 1973/74, tha par capita consumption of coroals
doclinad by 43,9% in rtural arpzas and by 9.2% in urban aroas, In rural
aroas, the cnnsumptioﬁ lovzls of coraals in tho bottom gquartils romainod
mora or. loss constant, but the top quaEtila had mado substantial roductions,
In urban arcas, thers wopa roductions in 2ll quartilas. Among the indi-
ddual eommoditics, thero was an ineraasa in ths par capita consumption of
whoat and bajra in both rural and urban aroas in all quartilos, oxcopt
for thq top quartilo in urban arcas, Tho data from 1964/65 consumption

survdy alss confipms thoe doclining tendancy in por eapita consumpticn,.
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a fastor rato than the incroass in genaoral pricas. Howsver, tho rato
of incroaso of prices in urban arscas romained below tha rata in rural
aroas, Botweon the bottom and top guartils; tha prico of ail goroals
‘for consumors in tho top quartilas was above the price for consumors in
tho bottom quartilc, Tho urban-rural price ratio in tho top quartile
wvas highar than tho corrassponding ratio in tho bottom quartilc, ‘Tha
guartile prico ratio incroased in both the urban and rural arsas,

Among tho individual commoditizs, bajra and whaat had rolativoly lowsr

rats of incrzaso in pricas in both tha urban and rural araas,

Although the total eonsumar axpenditura at current prices had gond
up in both urban and rural-arsas, whon allowancos wara mads fer price
incroasas, thors was a fall of 13,3% iﬁ par capita expondituras im
rural aroas and 9.7% in par capita oxpenditurss in urban arcas, 1t
was obsorved that tha oxponditure proporticn on =2ll coarcals went up
from 37.,6% in 1955 to 43.47% during 1973/74 in rural aroas, and from 22,5%
in 1955 to 26,8% during 1973/74 in urban ar:as, Botwain 1961/62 to
19?3/?4, in both urban and rural arcas, tho oxponditurs proportiocns on

rice romained mor? or loss stablo but the oxponditur: propcitions on

whaat had gono up substantizlly.

In ths rural areas, thora had hazn somas improvamonts in the incomo
lovols of tha poor batwosn 1955 and 1964/65, but thors was no approe
ciablo chango botwaan 1964/65 and 1973/74, In urban aroas, thora had

boan only marginal changes during both tha abova pariods,

Botwoon 4961/62 and 1973/74 in rural areas tharc had boon a daclino in
both oxpanditure qlasticity and guantity olasticity, but an incroasc in
quality olasticity of coreals, While tha quality slasticity .

romainad mors or less constant for tho top quaztilo, thoaroe had beon an
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all thoe slasticitices incroased,

Tho changas in income and price lovels during 1961/62 to 1913/74 can
axplain about helf the fall in por capita consumption of carcals in urban

apoas and about 3/4 of tho fall in rural arcas.

The above Pindings can be usad to draw tho folloming broad policy im=

plications:
The changas in incoms and pricos during 1961/62 to 1973/74 oxplains

a major portion of tho changas in consumption lovals of coroals during
this pariod. Whethor or not thesa yapiablos can oxplain tho reported fall
in por capita consumption in tho subsaguent ysars, dospita incroassd agrie
cuitural production, nceds careful analysis Ay . An analysis of tho cone
sumor survey data from the 32nd poeugyd Sovoning 1977/78 would probably provide

an answor to this guastion,

Tho changa in income distribution indicatas no dzclino in the por-
contage of low incomo consumars, espocially in rural aroas botwaon 1964/65
to 1973/74, Data for individual statos analyzod alscwhere indicatos that
tho situation is no difforont ovan in a stato 1iko Punjab whore substantial
agricultural growth has taken place during this Poriod—z/. Thorqfora it
is important to analyzo whéthar tha obsarved abscnca of rpoduction in incomo
incgqualitios is on acecount of tha inability of achioving distributive
justice through growth-oriontad policias or bacauaa_of tho possibility
that tho process of raising incoma lgvals of low incomo consumars through

growth linkagas of agricultural davolopmont may involve a'long gastation

1/ For a discussion of the naturc of fall in par capita consumption
in tho subsaguant yzars sco, Sarma 3.5 and Roye S, MBohavior of Foodgrain
Producticn and Consumption in India, 1960=1977 {mimao)

Sn5 Ahluwalia M.S. Rural Povarty in Indias 1956/57 to 1973/74,
World Bank Staff Working Papor No. 279: 1978.



.pariod_‘!/ * fonsidering tho high income olasticity of foodgragns for louw
incomao consdmars, both from tho point of viow of incroeasing the consumption
lavels of the poor and from tho point of raising tha affactive damamd NACAs8-
sary for achicving sustained agricultural devalapmant, it is important to
obtain a satisfactory answar to this quéstiun. An answsr to this question
will =2lso suqggest whothoer an agricultural dovalopment stratagy can ba reliod

upon as an affoctive measure for alloviating poverty or not.

Tha tondency among bath urban and rural consum:rs belonging to tha
low incoma group® tn incroasa tha shara of coar-sd grains in the total
coraal consumption raisas the intorasting possibility of improving the
nutrition lovals of tho low-income consumars. Howsvar, cne could rais3 an
objsection to this on the ground that tha choices undar poverty conditiom:

should not bo takon as a basis for wolfard programmas,

The obsaopved canstant lovals of por capita consumption of low=incoms
consumors in urban arasas, inspite of a doacline in por capita consumpticn
in all othar catogorias, can ba intirpratod as a measura of tha succoss of
public distribution of foodgrains in urabn arcas, Tho subsidizad public
distributicn was mainly rasponsibla for tho rolativaly slow growth in
consumar pricaos For'tha law income consumoes in urban arzas, and this

slow growth could holp tham to maintéin thair consumption lavals at the

sarliar lzvals,

Sao Mallo® J.W., Tha Now Economics of Growths R stratagy for
India and tho Dovaloping World, Ithaca, Cornall Univarsity Pross, 1976.
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APPENDIX TABLE 12: Consumar Pries of Ceraals for Consumoers
Bolonging to tho Bottom and Top Quartilas

Consumoar Prices

Urban aroas . Rural araas
bottom | Top Quartile bottom Top fuartilo )
Quartila Quartilo Prics Ratip Quartils Quartilc Pgrice Ratio
1961/62 : (paiso/Kg) (Porcont) ~ {Paisa/Kg) (Par cent)
Rica 63 73 116 54 60 111
Whaat a7 56 119 46 47 102
Jowar 41 45 110 36 38 106
Bajra 46 54 117 38 . 43 113
Othor corcals 39 45 115 38 39 103
Total corzals 54 | 64 118 50 52 | 104
1954/65
Rico 79 89 | 113 72 84 117
Whaat - 5§ 69 125 59 70 118
Jowar 65 65 100 55 59 107
Bajra 61 76 124 57 60 105
Other corcals 56 60 107 82 62 119
Total coreals 65 78 120 64 74 116
1973/74
Rica 170 231~ 136 165 201 130
Wheat 124 152 123 B LT 142 108
Jovarp 126 145 115 112 137 122
Bajra 117 129 140 104 111 106
Othor cofoals 113 124 112

Total corsals 132 182 142 133 163 122
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