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ANALYSIS OF HOUSEHOLD CONSUMPTION PATTERNS IN
PAKISTAN

Introduction

In a deVéiéping cauntfy»iiké'Pakistgu, witﬁ the growth of income,
consumptioﬁjbétt%pns are expéctéd to undergd‘é Significant chéﬁéé'bVer time.
Therefore, a knowledge of éhaﬂgéé'in conﬂumptionvpattern is a préérequisite
to plan output in order to avoid shortages Gf.BkCQSS Capacity in'produccionf
ConseQuently,‘theiéjié a-ﬁead‘ﬁo explore determinants of conéuﬁﬁtibn
pattérns and to éééimate various parameters in the consumption functions for

various commodities,

More than one hundred'yéars ago, kngel lf?1_7_foundbthat With*an
increase in incpmeL the probortion of gxpenditﬁre decreasesbon focd, remains
constant on clothing, fuel and lighting and increascs on miscellaneous items.
A number of other studies, both for developed'and‘developing“countries, have

confirmed Engel's conclusions. For ¢xample, see Aziz-ur-Rehman /-1 [, -

Bussink Lj§;7, Gustay Ranis [fi7m7; Islamv£f§_7l Khaqﬁfl, 12;7, Crammer

/57, Houthakkarvlf7_7; Humphery Zfﬁw];,Stqne /14 / and Sinha / 20 /.

| We may notehthat income, though Lhé most'important»factbr,'is not tﬁe
only factor which afféct'the conpumption pﬁtterns§ The‘otherfvariabies
include the distribution of incomgs level and distrisution'of assets? size
and compositidn'of'househoi@sy number of earners per héﬁéehold, prices,
structural, éebéfaphical, viiﬁ#rin differences ete. ﬁéwevef,'most of the
'studies‘exci;&é othervvariables and-focqs on‘just‘incomg.gnd household size.
Sinha and Hay's study_[i?0;7 of the Indianvi;dustfialqworkers is the only
exception which considcr;.fouftéen explanafdfy vériableslwﬂiéhvémOﬁg others
include income, household size, numba: ofbeafnéts-per fgmily; permanence of
employment and urban residence, sex, reiigidn, ebC, Moweﬁef; for each

product they found income and household size to be the only sighificant



variables. ¥Yor Pakistan, data on other variables are not available, and as
such we are constrained to analyse consumption patterns in terms of only

these ' two variables. However, since Sinha and Hay / 20 / have found other

i

variables to be insignificant, exclusion of these variables are not expected

!
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to affect the results siguifiﬁdntly.

‘ Growfh of‘fhE‘economy generally, ié acéompahied by an increase in
industrialization and urbauization.. Consumptiéﬂ“pattern of rural areas show
markad differenccs_from those of urban aveas und as such\cGnsugption patiern
of-a country wi;l be significantly affected by changes in the degree of
urbanization in é“éountry} ‘Thérmfor@” wer shail gstiﬂmt;.consumption func-

tions for hoth the urban and the rural arveas in the present study.

There have been some studies on the consumption pattern of Pakistan,

viQ; AziZwumeehméﬂ”s~L 1;79;BUSSiuk'z;4;7, Gustav Ranis.L717%7 and.Khan
1712;71'H6wevef9 theso studiee aru‘ouﬁdated as they pertaiu to.the early
Slxties and as such there 1s a need of a.study for a more recent year. Lven
moxe importantly eariier.studie8<uscd elther per capita income or expendi-
ture-as the‘explgnaﬁory variableés and we have explajned variations in con-
sumption in termé ofrexpehdiiura and hoﬁsehold size. .
i
Thé siudy is organizedrin the following way: ¥n the first secfions

methodology and data.problems are discussed, In gection II, we present
resﬂlts éﬁd compatre them with thosé of fhé‘carlief studies. Iu‘thé third

section, we present policy implications and demand projections. Finally, in
g A

the fourth section, we present the conclusions.
» .
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1, dethodologieal and Vata Problems

In this sguﬁylwe uétlméte“relationahips betwééﬁbcoﬁsdﬂbtidﬁ'exbendi%.
ture on a product to total expenditure, household size éﬁ&*ﬁﬁmbeffof
carners, It can be arguudlphaguwé éhéuld usce jdncome instead of total
expenditure as one of:the explanatdry variableS.._Howaver) incqme.dAta
genarally suffers from measufement errorg and therelore, total expgﬁdfﬁﬁré
will veiflect chanpges in peorwancot inéému better than does the curre;t

{incouie;

a8 regards houseuold size and number of carncrs, unfortunately we care-
not introduce them simultanccusly in the relationship because of:high
nulticollinearity betweon them . 8ince houschold size is expected to

affect consumption directly, we have dropped the number of earners variable

Yo hdve estinated Lwo ﬁunctionai forms, viz. linuarldnd log-lincar fernm,.
toianaine consumption behavioﬁr. Ihvdtdeﬁ to see which fqrmvis proferable
we used Box - Cox text, i.c. residual suam of squares. of which form &re
m%qimum after adjusting the depéndeut variable for dlffgr@ncss in the uuit
of wecasurement . 4§inue logwlinear form turned out to be better,lthiﬂ has

been used in the present stady.

In order co tuet the homogeniety of consumption pattern for rural and
urban areas aud to test for stability of thw parameters, we have used

"covariance Analysis®,

Data Problems
We have used “Household Income und kxpenditure Survey" data- for
analysing the COnsumption behaviour, Although the stﬁdy is primafilyﬂrelam

!

1
We have used Farrar and Glauber test to detact multicollinearity.
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ted to 1471-72, the latest yesr for which these data are available, in
order to test stability of consumption behaviour over time we have used

data of past three years as well, viz. 1968/6%, 1969/70 and 1970/71.

[V

Sﬁfvey.reports provide data by incomu groups. Since the number of
households'in éach group is not the same, QLS estimates will be biased.
Therefbré; we uséd GLS., To test for stability of consumption behaviour, we
ﬁave pooled crossfseqti§p data of differen; time periods (1968/6%, 1969/70,
1970/719 1971/72). We have deflated data for differcot years by Gonsumer
Pr£ce:£ndex (CPi) in order to rule out the effect of changes iu prices. of
different coﬁsumption items and to see whether consumption expenditure on
any cdmmodity'group-has‘chaugud ovurtimé in real tefhé of.noc in response
to changeé in.real total expenditure of houSuhold.. The”datd'used in;tﬁe

study are at constant pyices of 1971-72,

Consuner Price Index (CPI) raquired for coversion are available only
for four broad expenditure groups, viz. total food, clothing and footwear,

housing, miscellancous and also general price index for consumers.

- These price indices are néither available for all occupafional groups .
combined (Industvial, Clerical workers and Goverﬁmeni employeesj fbf.the
years prior to 1969-70, nor for all subwfood'gruups; iike cereals, pulsges
and others, for all three previous years. To construct combined CPI (for
‘all'oécupation;i groups) wsz have galculated welghts ﬁo:_these:occupationaL
groups using data for the years following 196%-70. Applying these weights
we construct consumer price indices for the four broad expenditure groups
(food, clothing énd footwear, housing and miscellaneous) and the'genefal

Pt

consumer price index.



We have conatructgﬁ:C?i for,diffepent submfogd grbupslﬁor'all the
thre; years 1963/6% to 1970/71) by uﬁing survey‘data. Each.subwfoﬁd‘group
includes expenditure on different #tems e.g, cereals include wheat, ricé and
"other" and ”others“:include-maizé, barley and millet. But the weights of
ﬁhgse_items in "others" are.nof known 80 we have used price‘and‘quantity
information of wheat and rice fo construct price index for cereals. ' ‘Because
of?thévnon—availability of weights of different products in the “others” the
results may be biased. tliowever, the blas is not»expected‘to-be large, |
bécuuse percentage of expenditure of various products in this éroup is
quiée low.

1. Resulis )

We have distinguishgd five broad commodity grouﬁé; viz. foéd;'élgfhing
and féoﬁwear, fﬁel and lighting, housing and miscellaneous. Food is |
furfhgr sub-divided into se§eﬁ groups, viz, cefeals, pulses milk and milk
'praduéts; veggtables? meat, fish, poultry, edible oil, and tea. Food is sub-
divided;inigroups because approximaﬁely 30% to 607 of total expenditure‘is
spent on 1t in urban apq rural sectors respectively, wvhile percentagé of
‘total expenditure spent on any other commodlty group does. not exceed 22%

and 19% in either urban or rural areas, as may be scen from table 1.



Percentage Distribution of Expenditure on
Commodity Groups

Zage vf total expenditufgﬁ

Commodity Groups Urban Rural
Cereals (Y,) 12.36 20.8
Pulses (YZ} : 1.41 1.9
Milk and milk products (Y3) £.65 15,18
Vegetables (Y4) 3.93 3,80
Meat, fish, poultry (YS) 4,94 3.22
Edible oil (Y,) 4.07 1.64
Tea (V) 136 1,27
‘ Sub-total: 36,75 P 48,02
Total food expenditure (Y,) 46.40 : 57.34
Clothing (Y,) o © ©9.53 10.97
Fuel and lighting (¥ ) | | 5.1 5.36 ..
Housing (¥;;) E 12.80 6.55
Miscellanepus}(le) ‘ B . 21.99 _ 49,15

Tatal: 97.93 - 99.43

Note:These totals do not-add upto LO0 percent because faxcs, remittances to
household members Lliving away. and persoudl effects are not, included
here, : : ' '

“As mentioned.abo?ej‘péfdeﬁﬁége'ofHQXpeﬁdipﬁféjspent on foo&‘is véry'high
in rural areas as compared to urban %teés;  F6r.other.¢6mm6dify BrOUPés.Viﬁ;
clothing, fuel and lightiag and wiscellaneous, the difference in.ufbaﬁ and
rural areas is not very large, Howevefu expenditure -on housing in urbaﬂ
areas exceed signifiéahtly that in the nurallgiéﬁé; i;eQ-lz;SZ in urban areas
compatéd t@ 6.58% in rural arcas, which is almost double the_expeuditurgain
rural areas., lWithin thg subjgrsupﬂ of ﬁopd,:expendituxempatterns,diEfer
significantly in case of cereals milk and milk products and edible oil. This
may be due to the differcnces in income levuels or preferences in the two. years.
A priori we expect that both expenditure snnd houschold size elasticities
éhpuld be between zero and one for the necessities, éxpenditure elasticity
should be at least equal to unity and houschold siée clasticity should range

between zero and one for the comforts and expenditure elasticity should exceed
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unity and house hold size wlasticity should be negative for the luxuries.
In the following analysis, theseé a priori considerations should be borue in

cmind.,

Urban Consumption Poetterns
Detailed estimates of urban consumption functions are reported in
tabIe_I in Appendix, but”thé‘elasticity eétimates obtained from both linear

and log-~linear relations dre reported in ﬁablg I1 below: -

‘Table 1L

Elasticity Hstimates for Urban Areas (1971-72)

Lincar Form ' ) Log=Linear Form
o B (Expenditure &, (Housenoid B (Expenditure E,(Houcehold
Commodity Groups C Elasticity) size Elac-— ‘Tlasticity) " sizc Elas~
S - . ticdty) . tdcity)
Cereals 0.072% . 1,033% 0.16%  Q.E57%
Pulses S 0.016% S 1.059% o 0.129% 0.¢57%
Milk & wmilk products  8.458% (.983% 0.608% 0.(55%
Vegetables B S 0.316% 0.903% 0.425% 0.773%
Heat,  fish, poultry 1.236% 0. 08% 1,048% : 0.¢23%
Edible oil . 20,2104% 1,044 0.332% © 0,(53%
Tea © - 0.662% 0.639% 0.737% 0. E61%
Total food expenditure.0,51% 0,703% 0.651% 76,033
Clothing 0.523% 0.6:11% 0.787% G.177%
Fuel and lighting 0.424% 0.627% 0.603% 0.281%
Housing , f1o6l6x ~0.975% 1.425% ~CL{66%
Miscellancous 2.053% ~l.bex L4t ~0.(742

“.*Estimatéd‘coefficieuts are sigﬂificant at 0.05% & at 0.01%.

Estimates of consumption functions for both iinear and log~linear

'
N

‘relation are statistically significant. Since. log--Tinany valatdionship turns
. - e ,,”’ . .

. out to be more appropriate for aunalysing consumption behaviour of urban house-

holds, we have discussed only log-linear estimates in detail.

Table II shows that elastiéifiééﬁqf food,'fqeLtéﬁd lighting’dnd ¢l thing

- are less than unity for both expenditure and household size, the elasticities



of housing and miscellancous exceed unity for total expenditure and are
negative for changes in the household size. It may further be noted th.t
expenditure elasticity for all thé food products is not necessarily bel w
unity. ¥or meat; fish and poultry, it exceeds unity., Moreover, importunt
to note is that cxpenditure clasticities for fuel andilighting and clotiing
falls short of unity, which is cqptradictqry to Engel's law. Thpugh fov
housing and miscellanaousz egpenditure elasticities do exceed unity but the
expenditure elasticities are quite high. Hj?het housjng elasticity may be
due to shift from low rent houses to high rent hnu es and expenclture on
furniture and fixture due to demonstration effects in consumption. As
regérds the very higher elastiéifies of wiscellaneous goods, it is due o

the fact that the group includes wostly luxury goods,

We may note that in all those cases whére'expenditure elagticities

are low, the houschold size elasticities are quite high. On the other

hand, household elasticities are quite low. even ncgalee, 1n case of

.

luxury goods for which expenditure elasticities are;Quite high.

Kurnal Consumption Patltenns

- Detailed estimates of rural consumption functions are reported in

table IT of Appendix  and the elasticity estimates from linear and log-

linear forms are reported in table IIT below.

21n "miscellaneous" following expenditures are included: Expenditure
on personal care, medical care, education, goods and services relating to
recreation and reading, telegraphic and telephone, postage, stationary,
domestic help, gifts and charity, goods and services relating to travelllng
transportation, laundry and cleaning and other items.

3Test for heiercoscedasticity for each and every commodity group (for
both urban and rural arcas) shows that X, causes the problem for vegetables
and for rural arcas only. So rural LOﬁbémPthh function for vegetables is
estimated after wmaking requirasd transformationm.



~ Table III

Elasticity Estimates for Rural Areas

(1971-72)

_Limear Yorm

Log~Linear Yorm

El(total ex— Ev(housen B, (total ex- E?(houscﬂ _
pendicurd T hold size penditure “hold size

Commodity Groups Blasticity Elasticeity  Elasticity Elasticity
Cereals (.353% 0.667% 0.569% 0.327%
Pulses C 0. 230% 0.738% 0.374%% 0.5
Milk and milk products 0.519% "1.042% C 0. 49k 1.197#%
Vegetables . 0.121%% 1.129%% 0.356%% 0.622%
Heat, fish, pouliry 1.661% 5. 203%% 1.182% 0.1675
Edible oil : 0,668% -0, 58%% 0.552 SNURATEY
Tea , _ 1. 080% ~0.,0871 0.835%%. 0,353
Total food expenditure 0.583% {,565% 0.705% 0.376%
Clothing o 0.8343% 0.1452% 0.844% ~0.,04
Fuel and lighting Q.549% U.l74 0.64% 0.06
Housing 2.,625% -2 ,864%% 1.267% ~3,581
Miscellaneous 1.8341% 1.471%

L, B2R ~0.211

significant

at 6,057 and at 0.01%.
significant at 0.05% but not at 0.01%

*_, T
Goefficients are
*Coefficients are

The coefficients are hipghly significant for most of the commodity groups.
As in the urban sector, log-linear rvelation turns out to be better for rural .

sector as well. Therefore, we focus on log-linear relation only.

Both ﬁﬁe mxpénditufe aﬁd tousehold size elasticities of food, fuel aﬁd
lighting are less tﬁan unitys while the expenditure elasticity»of clpthing
is unity the household size elasticity is negative. Expenditure elasticity‘
of housing and miscellaneous exceeds unity Lut the houéehold:size elasticity

is negative.

As was the case in urban areas, expenditure elasticity for meat, fish,
poultry exce&ds,unity. These producté are cousideééd éuperibr and that is
reflected in higher expenditure elasiicity. Household éize elasticitles, as
in the urban areas, are hiéher for food than for tie other goods. There are

two products for which estimates of household size tiasticity deserve atten-

"tion.



Household sice elasticity for milk and milk products exceed unity but
it is negative for edible oils. This i simply due to the preference of
rural households for Desi-ghee and butter, which are milk products and are

also domestically available in rural areas..

Dighenences <n Unban~Rurnal Consumpiion
Patlenns 1971-72

Coqspmpfidn hehavipuy of an urban household is expectad to be
Jééﬁé%ﬂgrably differenp‘EréﬁiCUnsuMbtian behaviour of a rural household as
iucd@é{lgvei_andﬂneeﬁs are diffetent in the two areas and there also'exist
cqnsiagraﬁie,téstes structural and cultural differences betﬁeen the two
areas. When wezéOMPQre the'élasficity ecstimates of.the tﬁo areas, althoﬁgh
the eiqéticity eétiﬁates tor u@égséities and 1uiﬁries remain in.the required
raﬁé?iéxéept for édibl@ oil and elothing, there is no general cbrrespondence
eithcf‘iu terms af aﬂsoiutﬂ maguitude:of alasticities 6r:iﬂ:their rapking
for différgut commnodity groups. _Toltest whethex ;he_@bnsﬁmbtiénvbehayiaur
of'ruréizénd urgéﬂwéﬁéé$J§r§.similét.oy not, we have used covariance
analysis; Covariance analysis reported din Appendix table III shows that
except fo€ cereals andvédible oils differences in elasticities for rural
‘and urban areas are not étatistical]y significant. 1In case of cereals; the
differences may arise due Ebéthé differences in preferences. On the.average

cereals account for 36,27 of total food cxpenditure in rural areas and foy

25.5% of total food expenditure im the urban areags. Moreover, whilé maize9
millet  and barléy Afé consumed 1n-91gﬁif1can£ amount in rural areas, consum-
ption af theséqﬁraducgs is negligible ih'gﬂe ﬁrban_areas. The negative
hoqsehold”size'élasticitf for edible dils in the rural areas as explained in

the previvus section is due to the differences in tastes of the two areas.
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In view of the results discussed above, we come to the conclusion
that slopes are homogeneous for all comuoldity groups except for cereals and
edible oils, wHowafef; there are signlficant differences in the intercepts
in case of all prodpgts eﬁcept for total Yood and pulsés. (See Appendix

“table IV). Therefore, pooling of urban-rural data to get consumption
functions. (for all commodity groups) for Pakistan would leadvto misleading
conclucions and to inaccurate demend projections,
Test for Stablidity (n Consumpilon Behaviour
(1o6e/69 -~ 1971-7%)
In order to project dewand for various products and to formulate
-pulicies, on the basis of consuﬁption behaviour of households, we have to
examine stability Qf the consunption funuyions. Results for both rural and
urban areas are reported in Appendix from table V to table VITL.

For urban areas tﬁe estimates of slopes do not show any significant

~change over Lilme except in case of cereals, tea and miscellaneous .
Similarly, for rurul areaé3 génerally slopes do not change except Tor cloth-
ing, but the intercepts for ﬁost of the products show gignificant chahges

over time.

While slopes are stable, the intercepts do shbﬁ significant changes.
fhere ar; shifts dn the consumption fwmicticns in alwost 211 the commodity
groups. However, because it is difficuli to determine changes in inter-~
cepts, wa made no attempt tb:predict shifts it the cqnsgmption functions for

different products.

’Com}owws on with othern Studies

Since none of the past studies undertaken in Pakistan have included

household size as an explanatory variable in addition to income or total

4The dummy is significaat only for 1970-71 in case of cereals and for
1968/69 in cagse of miscellaneous group. As regards tea, dummy variables are
significant for all the years,



expenditure, our estimates ar: not quite comparable with these studies.
Therefore, it is wore meaningiul to compare results with those for othes

developing and developed countries, which are reported in table IV.

Ihterécountry comparisen of elasticdties should be taken with suke
reservations because of differences in tastes, and geographical, climatic
and cultural conditions. Moreover, eiascicitieﬂiarenn§t available fox 511
comparable commodity groups, wspecially for aub-food items. Only for
"Nairobi', elasticitics are available for wost of the comparable gqmmodjty

.

waticiries are available (din most

(il

1.

7
)

groups. While for other countries,
cases) for only four broad categories, viz, food, clothing, housing and

miscellaneous.,

The comparisoﬁ reveals that elasticities, fox almost all commodivy
groups répurted in this study are not substaﬂtially different from thoss.
fo:»othef cduntrie; excépt for clething and housing. Whilﬂ in wost of Qhe
other'dduhtties expenditure eiastieity For clothingméxcéedélﬁnityhﬁﬁa flf
houéiﬁg it is lesé fhun or equal £o unity, in Pakistanylthe expenditure
elasticity is lesé than ;r equal to unity for clothing and greater than

unity for housing. This is the wajor difference and explains the major

differences in tastes.

111. Pokicy Implications and Demand Projections
Analysis of consumer behavicur is important to wake future policies
concerning production aud trade policy. The analysie also provides

information on consumer's responsiveness to chadnges in income, prices;

household size and in other foctors affocting consuider behaviour,



Table o P

Llasticity Estimates
: E 3 q . 5_ . e -._,.?;.... [ _7 [ SOU—— ® . '3
Rural Pakistan  Urban Fakistan NATROBI Urban Rural U.5.A, Swituzer- Sweden Germany

Commodity (wv7i-ve 2 e-72) S _Malawi - Malawi . FeRA e e e ———
Croups. i s £ Fo % I - T - Bp B B By b = 52
Cercals.  0.569 0.327 0,16 0.86 0,227  0.525 0.445 0.98% - - - - - - - - -
Pulses. 0.%7 0. 546 0.13 0.96 0.022 1.312 =~ - - - - - - - - ~ -
Milk & 0.49 1197 0.61 C.86  0.49% 0,516 1.009 1.060 - - - - . _ - i _
Milk Prod. :

Vegetables.O, 356 O.h22 €43 0.77% 0.563 0,512 0,788 0,703 - - - - -~ - - - -
Meat,rish, 1.182 0.16% 1,088 0.623 0497  0.b9y - - - - -~ - - - . _ _ ~
Poultry.

Zdivle 0i1.0.552 -0, 40 0.3232 0.85 -~ . - - ~ - - ) . - _ _ _ ~
Tea. 0.855  0.355  0.737  0.561 0,287 0,587 - - - - - - - - - - -
Total fcod.0,705 0. 376 G A5 O.M3 0485 0.357 0,766 0,367 0,705 2.4k 0,712 0,158 046 0,397  0.631 0,311 0.5%7 0. 261
Clothing. 0.944 -0, 0k Q.7¢7 0,28 1,64h ~0.285 0.683 0.57k 0.846 1,017 1.4735 0 016 1,445 0,044 1,119 0,003 1.498 0.061
Tuel & 0. 64 0.06 0.607% 0.28 - - - - - - - - - - - - - -
Lighting,

Housing.  1.27 ~0.58 1429 -0.67  1.076 -0.231 - - - - 0.839 -0.111-0.824 ~0.1%7 0,803 -0.098 0.913 ~0. 154
Miscellan- 1,47 -0, 211 1.41 ~0.L7 - - - - - - 1561 ~0.241 1.879 -0.629 1,446 -0.269  1.604 -0. 358
COUS . - .

Sources:

Comparable estimgtes are
For Col. 1 consult table

Iror Col. 2 consult tabﬁé

For
For
Yor

Col. 3 consult / 15
Col, 4 & 5 , consult

not available.
IT of this study.
I of this study.

/

/S 9/

Cols.6 &« 9, consvlt / & /

e e o



Demand for wilk and milk products in rural areas is quite high
CDme;ed to-demand in urban aveas vhich is largely due o vefy Lkigh consucwmp-
tion ﬁf butier aad désimghuu? while reverse ig the.cnsu for edible oil.

Per c?pita consﬁmpLiuﬁ of basic ugcessities is higher in rural areas, viz.
wheat, rice, milk aud milk producis while on the other hand consgmption of
edible oills and meat,iﬁish, poulity is bigher in urban areas, Lt shows

that demand pressure on basic necessities is relatively higher in rural,
areas, Comsequently. in planning the producticn and supply of these pro-

ducts,

, we have to consider the urbawizaticon and ils effect on demand for

different products. : :

bemaﬁd for various prodocts have bheen projected corresponding to two
alternativevassumptions. In the first iustance, we assume that withvthe
growth in population, number of households increases but the size of housc-
holad reﬁaius the same. Altervatively, we assume that number of tﬁe
househoédu remains Lhe same, but size of households changes. Of course,
neither.gssumptiun is completely realistic and correct projection will be

sowewhere in the wmiddle.

Corresponding to these two agsumptions, we have following two

relativnships:

[wel
i
RN
-t
ol

i 21 “1i"c
Where K
Di = Projected demand growth rate for ith conwmodity group
?' = Population growth ryate
e ;= Expenditure elasticity for ith commodity group
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e, Household size clasticity for ith comwmodity group
TR ‘ .

“g@1s,crthh rate of aggregate private consumption expenditure
The projections of consumption made in this study are gn the basis
of following dmplicit assumptions:

1) Relative prices remain constant’
. 2) Saving patterns do not change over time
3) Other factors, llke education, number of earners per
housenold, tastes, etc. are assumed to be eltheyr
relatively unlwportant or their relationship with the
variables. being studied remains the same. B

. Using the tw&;réiationships reperted above, we have projectgd QBmand
using‘alteruative'gfdwth vatus for private consumptiénﬁexpenditure taking
population.growth rates equal te 4,304 and 2.80% fot urban énd:rural areas
respectively. The cdnsumptién growth rate, realised during 1969/70 B
197?/733 equalling to 4.7% may bé‘use§Zur_alternatively; we may a%#ume
private consumption expenditure to grow at a rate of .20 as assuﬁe& in
the Fifth Five Year Plan. However, marginal saving rates assumed 1in the
Fifth Plan arve unrealistic. Therefore, we have estimated consumplion
growth rates corresponding to two differeue G.il.P. growth rates and their
marginal rates of saviogs, d.e. G.H.P. growth rates of 5% and 7.2% and
that of MPS as 15, 20 and 25 parcent. Corresponding to these growth rates

of G.N.P, and MPS, we have sir growih rates of private consumption expendi-

tures, viz. 5.34, 4.07, 2,74, 7.55, 0.25 and 4.9 percent

Projected demand growth rates veported in tables V tu VIL correspond
to the assumptiocn that size of the household remains the same while those
reported in tables VIII to ¥, corresponding to the assumption that number

of the households rvemains the same. It may be scen from these tables that

- - :
)g is assumed to be same for rural and urban aress. As disaggregated
data of private consumption expenditure, for the two areas, are not availa-
ble,
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smaller fhé‘pgpﬁlagion'gréwth rate relative to the consumption growth rate,
the'mére SQnsitiyg are the demand growth ratesg to differenees in clasticity
estimates‘for different Eﬁmmodity groups and vice-versa. In all these
caseg,,ﬁrban deﬁﬁﬂd growth rates are highe; for all commodity groups exgept
for cerééis; Thié.might-ﬁé due fo higher bopulation growth rate in urban
areas.which also incluﬁes ;ﬁérease in urbanization. If we assume that the
difquence inburban aqdﬁ£urq1‘populati0u gfowth rates is equal to the raotco
of u;banizéfionvand:calculate ﬂgmandvgrowth rates for urban areas assuming

gsame population growth rate iu urban and rural areas, viz. 2,864, the deman

grbwth‘rqtes are nore sengltiQQ to differences in elasticity estimates in
urban and fﬁral’areasn R§ralldemand gfowthirates.would be higher relative
ts urban demand 3rpwth rates fﬁr all commoditng%oups except for mi}k and
millk pyoducﬁé, vegetables and housing,; because in rural areas, expenditure
elasticities are higher as compared to thé.exﬁenditure eiasticities»in
urban arcas for all cbmﬁodity groups,excépt for milk and milk pioductg,

vegatables, housing.
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Table V

Projected Growth Rates of Consumer Demand (Dj)

P =43 R = 2,85

u r
Set-I
Commodity 8o = ho7 - 8o = 6.2 .
Groups Rural Urhan Weighted® - Rural Urban Weighted

s -

— 0 ) By e
Cereals 5.53 5.112 5,53 6.39 5.352 5,89
Pulses L.62 b .97 4,802 5.18 5.16  5.17
Milk & Milk Products 5.16 7.218 6.106 5.9 8.13 65,93
Vepatables b %7 6.36 5.65 5.07 6.995  6.25
Meat, fish, poultry 8.4h2 9.29 9.,02¢ 10.19 10.86  10.66
Bdible 0il 5.45 5.92 5.81 6,28 642 Ga38
Tea 6.79 ARy 7% 8.0k 8.93 8e6
Total food 6.17 72 6.88 723 8.396 7.88%
Clothing : 750 8,06 7.73 3.7 9.2k 9017
fuel & Lighting 5.87 7.19 £.65 . 6.83 8410 7.58
Housing , 8.82 11.08 10.52 10472 13,22  12.6
Miscellaneeus 9.77 10.99 10,24 11.98 13,10  12.69

i, D V> o T S

*To pet weighted demand prowth rates, we have used the wéigﬁts of the
relevant commodity in urban and rural family budget.

'

Projected Growth Rates of Consumer Demand

Table VI

(8et I. GNP growth rate = 9%, 11P$S=0.15, MPS=0.20 MP$:=0,25
8,=5.3M, g, =4.07, g_ = 2.7 )

= ——

gc:h.br

£ o e L by N S ——

Bo=2,74

Rural Urban Weighted Rural Urban Weighted Rural Urban Weight

et

Commodity Be =5,30

groups

Cereals 5.8 5.21 5.569 5.18
Pulses L.86  5.05 b, gho 38
Milk & Milk Products 5.48  7.61 6.46 L 8%
Vegetables L6  6.63 5.9 4.3
Meat, fish,poultry 9.17  9.96 9.%2% 7.67
Tdible oil 5.81 6,13 6.056 5.11
Tea ' 7.32 8,30 7928 626
Total good exp. 6.63  7.84 7.7 5.7%
Clothing 7.%6  8.56 6.276  6.70
Tuel & Lighting 6.28  7.58 7.047 5.49
Aousing 9.6% 11.99  11.403 8,02
Miscellaneous 10.72  11.89  11.45Y .85

5.01
L, 8o
6..84
6.09
8.63
5.711
736
7.0
7.586

6.8

1018
10.10

5.099
L,6h3
5.77

5.396

8.342
5.572
T hLok2
6.4h7
7194
6.261
9,654,
9.638

b Lo
3 .89
4,20
3,84
6.10
L.37
519
h.79
5.5
8,61

- 6433

6.89

4,8  L.,60
L1 4,32
6.03 5.0k
5055 4,87
723 6.09
5.27 5.00
6,38 5.913
6.1 5.55
(.52 6.06
6.01 5.bk
8,20 7.793
8e22 7.7
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Tz=bhle VII

FProjected Growth Rates of Consumer Demand

. —— .

S L © GNP srowth rete = 7.2 (Fifth Flen)
| iP5 =0.15 MES = 0.20 ¥PS = 0.25
Coxmidity Greups oo =7.551 o s = 6.25. ~ =Ly
2 - : “c °c i
Rurfl Urbon Rurel  Urban eight zd Rurzl Urban  ‘Weighted
Cereals 74715 5.57 0. 6.357 5.42 5.36°  .5.91 5.06% 5.1k 5.4
Pulscs 5.63 5‘33' 5.Lg3 5.2 5.17 5,19 L 6% I, 90 4. 85
Milk % Milk Prod. . 6.56.  8.95 | 7.539 5.92  8.16 6.95 -5.26 7.35 B2z
5.55  7.57  6.793 5.09 7,02 6.27 460 6ot 5.7z
; 1173 1227  12.17 10.25  10.91 10.712 . - 8.65 9.5 ' 9.25
7,03 5.87 . F.59 6.21 6.k 6.4 5.57 5.95 . 5.89
0u17  9.93  9.65 .08 £.97 . 8,637 £.95 7.97  7.38
$.18  9.28 8.3 7,97 843 7.92 6.32 . 7,55 7hoq
0.9 T a3 | 0.7 596 9.28  G.06 A6 B2 Thoq
9,69 8.91 8.l C.26  8.13 .57 .00 732 | 6i78

‘tr
.

n
Y
o
¢
-
W4
A
Ut
-

-

Dol
~J)

10.78 13,29 12.663%
1501 1462 12,05 13,17 12,76

10.79
10,83

O WO O
L]
O £
= .
.Y
—
L
N
(@)Y

A

-\
!
‘.
\O
~J

riscellsneous

o
e,
N
HA,\
.
L2
\S
~3

b/
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Toahle XITT

Projected (rowth Rates of Consumer Demand (Di)

b s e

gq = 602

——m UMD Ao e et e e

Urban  Woighted

Rural - Urban Veighted Rural
S Cerenls L 2.61 - . b.s0 L, oh e

rulses o 552 .
Milk & Milk prod. 573 o659
Vegcetables %45 s 5.9
iHéat, fich,poultry 6.0k S L6k

Fdible oil 1.45 5,28
Tea hoob 5.92
Totnl food L.,z9 - .- L,9%

Clothing 235
Mol & Lighting %.18 b,

Housing k29 5,82
Miscellaneous 6.7%1 - 6.30

R LI R O

. 2“74 r

L ;60

4,09 3,88 boog9 ¢ LS
612 6,46 ) SIS
ek 3.99 . 6.0k ook
7.16 7,81 gl ¢a79

b : 2.28 5.78 b,y
%.55 6,19 7.0% Ga21
Lo 5. b4 5,97 h.Y
4,25 Loy bai - TLB
a7 &,k 4,96, - 1,13
.94 - 6.19 5,96 6,02

6.3 8052 Salip 0,06

Teble IX

© Projected Growlh-Rates o Consumer Demand

Set TI

GNP srowth rate = 5%

TPS = 0.15 MRS = 0.2 f‘TEE%“2”U?é?““' -
. . Be = 5,34 8c = 4,07 . Bc 2etdt .
Commodity groups Tural Urban  Hoithted Rural Urban Weighted nl nh“ﬁ?%}m
- S— ORI 1.1
Cereals 5.97 W60 4,28 3.25  h,h 0 3,80 2,459 1190 3.3
Pulses %.56 4,88 4 2k 3,08 L.71  5.,9% 2.59 1.5 5,60
Milk & Milk Prod. G0k 6,98 Glhy S.h2 6.2 5078 Lo77  3.59  5.05
Vegetables %.68  5.67 4.89 3.25  5.12° L.38 2.75 0 .55 3,85
Ment, fish,poultry £.79 8,37 V.86 5.29 6,98  6.47 2.72  35.59 5,03
Bdible oil 1.80  5.49  L4.oh4 1,70 5,07 hL.16 037 1.6% 565
Tea .47 0 6Lk 6.0k hobil 5,46 - 5.06 4.3 ckali7 b 03
Total food b.84 5,35 5.13 3,94 4,52 Loy %.07 4,66 5,3
Clothing .96 SJhz L9 2,76 bk o 3,71 .50 5,58 2.57
Fuel & liphting %59 L.hs 4,09 2.78  F.68 0 3,31 1,93 2.68 2,49
Housing He Lo7s  L.8% 5.5  2.91  3.06 1,01 1.81 1,21
Miseellancous 7e25 V.21 .22 5.38  s.k2 0 5,40 354 %D 3,50

e e ———
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Table %

- Projected Growih Rates of Congsumer’ Demand

T C.H.P, Cruvth Rate = 7,24

s o5 T Wps= 0.2 HPS= 0.25
8o = 7.551 Vg, = 6,25 g =49

i . . N ; PR T s B T ST R T TR A TS < NN
Commodity Groups = Rural Urban Weiphted Rural Urban Weighted Rural Urban Waighted

Cereals w0 5.23 a:9e  S.1e 4,49 4,75 4,62 3,72 4.53 4.1
Pulacs 45.39 5.16° 4.7 3.9 4.99 4,47 3.39 4.82 4,13
Milk & milk Prod. 7.12 ©.32 7.47 6.49 7.53 .07 . 5.42 671 6.23
Vegetable 4.47 6,02 5078 4,00 0. 06 520 30520 BL4S 4072
Heat,fish,poultry 9.40 10.u5 10.2b 7.67 v.e7 B.65 0 6.27 7.85 7.38
Edible oil 3,020 6,23 b4y 2.51 $.79 4.09 1,56 5,35 4.4u
Tea 7.32 8,03 7.76. 6.23 7.07. 6.75 5.10 6.07  5.90
Total food 6.4  5.79 w.6n 5:48' 5.04% 5,74 - 4.53 5,06 6.B3
Clothing o 6.04 Y;LG .60  4052 6,14 5.57 .Evﬁé 5.08 4,421
Fuel & lighting V 5!(1 ,%278 H.4h :"“Aﬁljl 4,99 4.4¢ 3.3 4.18 35.82
ﬁousiug  ; S 7.9  7,¢9 7,90 6,26 6,03 6.09 4.55 4,10 4,21
Miscellaneous 10.5  10.32 16,39 5.5%  6.49 'Equ 6.60 6.59 6.59

When we incérporate hnusghoiﬂlsize ¢lasticity in addition to the
expenditure elasticity, the demand growth rates become vory sensitive to
differences in consumption growth rmﬁégand deulation prowth rate. if popula~
tion growth is higher. relative fo consﬁmption growth rate, demand for basic
necessitiés would increase at a higher cate, If consumption growth rate is
higher, then the demand for meat, fish, poultry and wmiscellaneous items Jucrease

at a higher rate. .
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~Moreover, urban demand growth rates are higher for all commodites
except fg; hqusing and ﬁiscellaue&uﬁﬁiwith diflevent population growth
rates. 'Bgt if we assume thé “a@e‘pﬁpulétion growth rates foriboth rural
anq”grban.areas, thgn‘the tural.déﬁdﬁh;growth rates are not ﬁéééssarily
.highgt, Iﬁlis,,therefqre, obvioué that in order to plah 6u£pﬁ£"population
growth rates, consumption growth raﬁe: the difference between.thé two
growth rates, and consumet’s responsivenasskto these changes should be

taken into consideration.

These demand projections are subjectad to a number of factors
ignored in the cross-snction analysis and these ave importaut factors

affecting consumption behaviour overtime, Honetization, redistribution of
C - P »

¢

income, sources of increcased iuncowme. and changes in price levels affect
consumplion behaviour quite significanily and these factors are ignorad
in cross—-section analysds. ‘towever, Jespite these limitations demand

projéctions are quite helpful for making future production and developm:nt
q P v : i :

plans,

V. CONCLUSTONS
CAnalysis of wrpan and ruval coasumption patterns showg that expedi-
ture elasticities for necessitices, viz., cereals, pulses,vmilk agd‘milk
products and others, arve lower and househonld size elasticities #¥é highar
and for luxury items, viz. housing., and miscellancous apd others éxﬁendi—
:ture elasticities are higher and houscehold size elasticities are lowes. In

some cases houschold slze elasticities are even negative. It is impo:tint

‘to note that in case of clothing, housivg and fuel and lighting, Euge<'s

law is contradicted by Pakistani data.

o ?The assumjp.tion of consgtant price level ds extremely restrictive as
Anflation rate, iu Paklsian, in 1970 was 7.03, in 1972 it was 9.03 and in
75 it was 23,134, :




Cuonsumptionr behaviour

separately as the covariance

our in urban and rural areas.

coefficients of expenditures

significantly different from

1f arban and rural households are analysed

snalysis suggest different consumption behivi-

Although for most of the commodity groups,

and houschold size for urban areas are not

those for rural areas, but differences in

intercepts are highly significant for slwost =11 commodity groups.

o4 .

Similarly, slopes are stable overtime in both rural and urban areas but

intercepts in consumption furccions shift overtime,

Projected demand growth cates, oun the basgis of sume aggregate

consumption growth rate and Jdiftercent popnlation growth rates in urban

and rural areas slow that these ale wore 36081

Live to differences in =xpen-

diture elasticities when conzumgiion growth rate is higher than population

growth rate and demand growih rates become more seunsitive to differences in

houschold size el:sticities wieu population growth rate is higher than

consumption growti. vate,

These demard growth rates, de2spite some limitations mentioned above,

are helpful in wmakiug futore production plans and other policies for tha

growth of the cconomy. And for this purpose the differences in consumption

arowth rate and population growth rates and also the consumer responsive-

ness to changes in these and other factors should be taken into counsider-

ation,

A ROR R o
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Appendix A
Table 1

N COQISUMPTION TUNCTTON:

(1971=1972) .

ES)

g P21

GO T T

Tinctioral Form T Iinecr Form 7 N IT Tog ugﬁﬁ o -
Corrodity Groups B o B By B s B A B o
1. Ce-cals 5,738 0.0091 7.818 1,352 0.16 0.86
t (=2.728) (5.320) (22.704)  (15.8%) (4.97) (12.73)
7% (0.9926) (0.9956)
2. Pulses -C,59¢8 00009 0.80 QO.SB 0129 ' 0.96
t (~1.615) (2.339) (12.099)  (~h.6L) o (1.87) (6.67)
7 - (0.9731) (0.9810)
3¢ Milk & [ilk -15.04 0.044 : 5.17 -1.67% 0.608 0.855
products £, (~4,54) (13.44) (7.37) (~12.91) (12.44) (8.36)
R (0.9666) {0.9968)
L, Vegetables -~3.099 0.01% 2.153 ~1.21 Ok3 0,773
' £ (=3.541) (14.62) (12.406)  (~6.35) (5:97) (Ze152)
R (0.9915) - (0.9886) | N
5. ieat,fish, ~5.623 0.0617 0.24 -4.50 1,048 0.623
Poultry t (=3.49) (38.93) (0.7%) (-20.28) (12.53) (3.564)
i (0.9966) (0.9947)
6. Tdivle ~3,781  0.0088 2,604 ~0.76L 0,332 0.853
oil (=4.57)  (10.764) (45.86) (-5.89) (6.79) 2.3h)
R (0.9913) (0.9939) |
7. Tea ~1.52 0.009 C0.5h2 . -3.18 0.7k 0,561
t  (=3.80) (23.84)° (6.84)  (-33.33) (17.501) (6.38)
R (0.9938) (0.9976)
8o Totnl food ~3€,.52 0,249 20,694 0.59 "9.651 0.43
expenditure t (=4.39) (30.381) (12.545) (16.28) (57.7%) (15.23)
R® (0.9967) (0.9996)
9. Clothing -8.02 0,06 3.52 -1.57 - 0.787 0.28
t o (=1.78k)  (13.553)  (3.95)  (-1h.87) ~(19.782)  (3.33)
S (0.9810) (0.9974) |
10« Fuel and ~C.Shh 0,022 1.6 —1;08 | 0.603 02671
Lighting (~1.04)  (24.83) (10.89) = (~12.73) (18.77) (419)
R® (0.995%) (0.9974)
11. Housing 16,65 0.211 -7.60 3,41 1,43 ~0.666
( 1.86)  (23.85) (=b.27)  (-18.12) (20.14) (b oh9)
R (0.9883) . (0.9948)
120 Misc. 32,562 O.h622 -19.6hk2  -3.887 1Ll -0.0712
£ (1541 (20.787) (-4.384%)  (~332.153) (31.778)  (=0.8022)
R - (0.9847) (0.9986) B
d4.f = 10 ' ' T
T Qi = c¢onstant, B 11 = coefficient of X, , B ,. = crefficient of &

)



Appa ndix A

Table IT

RUEAL  CONSUMPTION FUNCTIONS

( 1971 - 72 )

Tunctional Form

Form I (Linear)

Form II (Log-Linear)

N

N

3; 0005 — 2023

CommédifjvéroupS'fBOi"'-w Bii . _ 32i'~ 01 "B%i _ .B%%fu
Cerecals. . »0;9996'T000755 5.709- . 0.233 0.5569 0,327
. t. (=0.232) (6.265) (5.275)  (1.22) ( 8.122) ( 2.88% )
RS 0.9766 | 0.9955
Pulses. 0.1062 0.00458 0.5824 ~1.477 0.374 C.546
t (0.245) (2.8813) (5.352) ( 3.487 ) ( 2.414 ) 2,179 )
RS 0.96L0 0.9748
Mik & Milk -20.325 0.0788  5.512 -1,257 0.49 1,197
Products. t ( 4.105)(5.854) (5.244) ( 2,517 ) ( 2.692 ) 4,065 )
RS 0.9748 0.9882
. 4
Vegetables -0,787 . 0,049 1. 404 0,143 0.356 0.622
t ( 7.49 ) (2.235) (2.736) (1.053) ( 2.516 ) 3.466 )
R° 0.99 0.9955
Meat ,Fish, 0.323  0.0602 ~-1.202 L, 783 1.182 C.1675
Poultry. B (0.1654)(11.327) ( 2.451 ) ( 38.402 ) ( 5.667 ) (0.497)
. - g° 0.9676 | 0.9860 |
Edible 0il. 4,075 0.0125  -0.L47 ~0.7996 0.552 ~0.40
t (3.018) (3.408) (2 .321 ) ( 0.64%41 ) ( 1.214 ) ( 2,544 )
RS 0.6637 0.4739 -
Tea. 0,022 0.01399 -0,046 -4 ,083 - 0.835 0.3532
t (0.0248) (5.876 ) ( 0.2112) ( 4.31)  ( 2.40h4 ) (0.629)
32 0.9171 - 0.9443
Total food -20.234 0.336 . 13,405 0,403 0.705 0.376
expenditure. t( -4 .246 )(25.801) (11.162) (4,94) (23.611) ( 7779
R° 0.9977 0.5994
Clothing. - 0.300%3  0,0926 . 0.556 -1.828 ~0.94k -0.0379
t (0.126) (1h.249) (1.09%) ( 72.423 ) 770.473) ( 0.26 )
R® 0.9874 0.9949
Fuel % —_ i
L et i e 3.55 0.0295  0.336 -1.G32 0.6401 0,0602
SRS (3.7M1) (11.4B2) (1.621)  (<B.006)  ( 6.786 ) ( 0.3945 )
R® 0.9825 0.9896 |
Housinga 19.21 0.1706 =7.66 -3,19 1.267 ~0.581
t (1.513 ) (4.942) ( 2.405 ) ( 4,198 ) (4.554%) ( -1.291 )
RS 0.7769 0.95%3
Miscellan- ~3,11 0.362 ~E.45 -2,923% 1.471 -~0.211
cous. t (=0.289) (12.374)( -2.391 ) (-10.825) (11.081 ) (-0.985)
R° 0.9738 ‘ S 0,9948
dof. = 10 -
BOi = constant,' B?i = ccefficient of X1 s B2i4 = C}»fficinf of',X2 o
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Table III

ESTIMATION FOR DIFFELGNCES JITH DUMAY VARTIARLAES (URBAN-RURAL 1971-72)
' ( TOG -LINEAR FORM )

- Commodity  BOi

31i‘31>' 311(X2)

(.3

(dif%erentiall(d

11(D.X_ )

2i(D3X2)

us .

Groups ifferential - (différential-
B L N infercepts)  slope(X,) sLope (X)
(1) @ (3 O ¢ ) . O
E*cgréalsﬂ S1.352 0.6 0.857 -1;1191* 0.4088, | - =053
C L (7.101) (5.3653) (1337h2)  (-5.0003) . (h,969) . (-3.82)
" pulses. -0.8521  0.13 0.957 “0.625 ol T 0.1
(=4.951) (1.9%2) (7.052) (-1.282) ( 1.36%) (=1.36)
COMilk & ~1.673 0.6084 o°855 004221‘ -0,1{82-» 03421 |
Milk Prod. (-10.373) (9.9972) ( €.7202) (0.9244) (<0.704k4) (1.2084)
7f§egetab1eo -1.209 025 0.773 - 1,067 0.074 0.151
: (-8.523)  (10.002) (5.67) (=2.121) (0.L427) (0.54)
;g eat, fish -4.497 | 1.0521  0.6107 -0,288 0.1294 - L33
fPoultry. (-22.488) (13.945) (3.874)  (-0.5058) (0.6215) (=1.263)
Diible Oil. -0.764  0.3321  0.852)  -0.0%61 0.2198 -1.2527,
(-2.22)  (2.5597) (3.14487 (-0.0371) = (0.614) - (-2.075) .
=3.72 0.737  0.5612  -0.365 0.0981 0.20817
(-1b.023)  (7.364) (2.685)  (~0.438) (0.355) (<0.4471)
" Total Food 0.5788 0.651 © 0.433%  -0.185 0.0548 " -0.0576 *
;ebipthing. -1.5214  0.799  0.208 ~0.3065 0.1435 —0s2kh
"3 (=13.527) (18.828) (2.319)  (~0.9627) (1.243) (-1.2338)
CPuel & -1.083 0.6026  0.2811  0.0512 0.0%76 ~0.221
~ Lighting. "(-11.853) (17.478) (3.902)  (0.798) ~ (0.395) (=1.3776)
Houslng.  -3.507  1.h29  -0.6658 0.2172 ~0.1673 0.0852
2N (~16.067)  (15.61) (-3.482)  (0.316h) (-0.6397) (0.2001)
S * -3.887 1.41 0.0742  =0.04 - Z0.065 0.1k
Miscellane~( 30 502)  (29.202)(0.740)  (<0.101) (-0.49)  (-0.674)

Dummy coefficient significunt at 5%.
D = =D = - Se e
; D2 3 1 for Rural Sector
D,=D, =D =0 for Urban Sector.



Appendix A

Table IV

. TEST FOR DIFFERENTIAL INTERCEPTS (. URBAN-RURAL 1971-72)

( LOG-LINEAR FORM )

Commodity B0 0i D B1i (L) Bai (X))
Groups - (differential ’ o
' . intercepts)
(1) (27 (3) )
Cereals 1.21 »O°?673* | 0,988 0.851
’ - (10.026). . (8.22° (ha36hi ) (70.300)
Pulses. 0,920k -0.0701 011632 0.8863
SR T (=5.66) o (-0.37) ( 2.8k ) ( 7.9321 )
Milk & Milk. S1.6667  0.357 L, . 0.564 0,99
Products. - - (10.403) - (13.326) (9.834) =~ (9.052 )
Vegstables. ' . -0.663 _ ~0.97 . 0.536 0:134
' (=1.361) " (=11.733) ( 3.076) { 0.3994 )
Meat, Fish, -hhop - -0.3%15 T 1.1942 0.4063
Peultry, - (-21.766)  (<9.777k) (15.086) (2.8662)
- Edible 0il -2.118  0.1157 0.8793 ~0.329
(~1.71) ( 0.549 5 - (-1.983.) (-0.387)
Tea. 5.7k ~0.1915, 0.7599 0.4982
(-15.47) (~4.678) (8.784) (3.00)
Total Food 0.566 0.0087 0.652 0443
expenditure. (16.288) (1.477 ) (52.445) (18.54%7)
Clothing. ~1.6041 0.050% 0.82 0.193
(-16.372) ( 3.0321) (23.362) (2.853)
Fuel & Lighting. ~1.065 0.12 0.639 0.15%
(~10.007%) ( 6.63 ) (16.781) ( 2.088 )
Housing. -2.33 -0.bg99 1,447 -0.755
(-14.284) (~12.642 ) (17.302 ) ( L.ope2 )
Miscellaneous. -3,90 0.0785 1,424 -0.115
( 33.5027) ( 3.983 ) (34.097) (<1.432)

1

-}
o

Dummy coefficisnts ar

For Rural Sector,

O For Urban Sector.

2 significant at 5% ond 1%.



. *Table v

AT FOR DTFFLDENCES OVEP-TTWR ( 1068 /60..1071/72 ) WITH TIIMMY VADT. RLTS

URBAN AREAS
 efepenti . ) differential Slope(X,) differential Slope ( X.)
Comiodity B, ~ di‘ferentiol lntngthb By Th, D D¢ 1 B,(X,) D, Dy *T,
Groups. 1 L, 3 . _ -~ . . ) . .
r 1971-72 197071 196;-70 1968-69 1971-72  1970-71  1969-70 1968-60 1971-72  1970-71 1969-70 1968-69
) (2 (Ey Ty (5 (6) (77 (&7 (T9y iy (11 SED G
Cereals, : " 1.352 0.54 0.2302 0,211 . 0.1601 -0.132, -0.01981 0.0134 0.8564 0.138 ~0.0571 ~0. 1491
. (17.298)  (4.573) (2.093) (1.871) (5. 43) (~2.,971) (~0.485) (0.2954) (13.898) (1.514) (~0.66) ( -1.499)
Pulses. 0,85 0.287 0.174 0.22 0.129 ~0.0342 0,014 -0,0166 0.958  -0.061 ~0.01k ~0.0315
T A =6.00) 1Lk ) (0.925) ( 1.161) ( 2.59)  (-0.457)(~0.1995)(~0.217)(9.201) (-0.394) ( -0.092) ( ~0.187 )
Milk & Milk — -1.675  -0.0303 ~0. 141 ~0.06 0,609 0.0396 0.0121  .0,047 0.8541  -0,117 0,065 0,181
Products. ( -ih.56) (-0,178) (~0.872) .. ( -0.354)" " (140%6) - (07608) (0.201)  (10.705)(9.43) ¢=0.87%% ) o051 ) 0 (1le3s) T
Vegetables,  -1.21 . ci.A70 o 1.09€2 0,781 0kt -0.758 -0.612  -0.501 0.773 1,695 TS aees
( =2.%2 ) ( 1.0094) (0.8029)  (0.558 )~ (2.73)  (=1.379) (-1.21) (=0.891)(0.832) ( 1.h92 )  (1.31h ) ( 0.991)
Meat ,fish, ~hoh97 . 0.0796 0,234 0.0613 1.052 0.0544  ~0.006 0.019 0.611 ~0,2302 ~0.091 ~0.152
Poultry. - (-29.506) (0.346 ) (1,091) (0.209 )  (18.295)  (0.6301) (-0.0692)(0.215)(5.09)  (-1.292) ( -0.535 ) . ( =0.78k )
Edible oil. -0.763  0.5110 0.33%6 0.1262 0,332 -0,0995 -0.043 0,004  0.853 0,036 -0,052 -0.131
‘ (—4m92)_,(“a.1792_ ( 1.536) (1 0.5633 ) (5.67) (-1.132)(~0.528) (0.04k) (6.97) ( 0.1975 )  ( -0.302 ). ( ~0.661 )
Tea. -%,72 0. 6h41 6.7522 io..,tm7 0.737  -0.218, 20.18,4 .;6'4247* 056 - C.,37 Y 0.188 5,573 .
(2he534) (2,84 ) (3,432 ) ( 1.90L ) (12.89) (~2.5U33(=2.263)  (~2.81) (4i69) (2.09) ( 1.12 ) ( 2.971)
Total frod -~ 0.588 ° 0.1103 0,12 ~0,011 0,651 20,0299 -0.029  .0.01 0.433 0,022 - 0.02h ~0.025
exponditure. (13.251) ( 1.643) (1890 . (-017) . (38.829) ( '1.186) (-1.243) (0.385)(12.371)(0.43)  (0.h93) (. -0.45)
Contdeoscncocoancansne P/2.



-~ D -

(5)

(77 (27 (3 ) (&) 7 (8 (9 (0) 1) (12 (13 )
Clothing. ;1°57 -0.0462 -0.3%4  -0,57 0.787 . 0,215 . 0.0964 - 0,181 0.277 -0.715 ~-0.11 0.271
( -2.72) (-0.053)  (~0,411) (<0.68)  (3.62) . (0.657)  (0.32 )  (0.541) (0.,609) (-1.06) (-0.165) (~0.37)
Fuel & -1.08% ~0.065  0.0078 0.0318  0.603 0.0245  -0.002 -0.033  0.281 0,061 ~0.023 0.048
Lighting. (-14.271) -(—05566) ( 0.072) (0.289)  (20.958) ( 0.568)  (-0.0492)(-0.74) (4.674) (~0.685) (-0.28) (0.49%1)
Heusing. -3 41 C0.0943 ~0,11 0.0813 1.429 -0.081 -0.068  ~0.09% -0.67 0,21 0.26 O 0.22h
(~15.52)  (-0.285) (~0.341) (0.26) (17.245)  (~0.651) (~0.591) (~0.73) (-3.85) (0.8001) (1.064) ( 0.801 )
Miscellan~ ~%,89 0.774 0.054 0.ChE 1. 406 ~0.0059  ~0.011. -~0.1Ch .,  -0.074 ~ 0,016 0.019 0.3%1
COUSH (—_58o0'94) ( 0.213) ( 0.37) (OnB"l)‘ (36.464)  (-0.102) (-0.198) (-1.752) ( -0.921 ) ( 0.1%1) (0165 ) ( 2.38 )
D.F = 40.
* ¢ Slope diiferentials sigaificant at 0,05% and at 0.01%.

ok : Slope differentials significant - at 0.05% only,



= dummy coefficients signifieant at 0.05 % and at 0.01%

i

14

only.

Table VI
TEST Fb DIFFERINTIAL THTERCESTS OV;R—TIME 11968/69 - 1971/72)
é::Bxhi\;: ARLAS ( 10G . TORM )
diffefe_ntiél inte cepts pooled . pboled
Cormodity Bo ,151 R Dy " B{(Xl)- ;BQ_,(XZ)
Groups. = 1971-72- 1970-71  1969-70 1968-69 ;1968469 C1968/69 -
S - L 1971572 197172
D PR ) N ) I ) &) (&) )
Cereals 1,567 0.032. . 0,211 0.032 . ' 0.9254 10,846
‘ - (B761) (2.8 (1.858 ) (2.83)* - (6.85). {21.0.1)
Pilses ~  -0.72 ¢ -0.0096  0.071  0.073 0.1tk 0,93
(-10.565) (<0.62)  Les31)*  (h.663)*  (4.399) (16.761)
Milk & “1.752 0,005 0.0361 <0.016  10.617 0.867
Milk Prod. (28.08) = (0.36 ) (2,532 )* (~1.16 ) (25.993) (17.13 )
Vegétables° ~1453 0. 114 0.081 0,068 50.551 'f0.3972*
g (-3.76)  (1.03%)  (0.728) (0.617) -~ (2.99) (1.01)
Meat,fish, -4.38 . -0.0082  0.0b5 .  -0.095  1.064 . ¢ 10,506
Poultry, = (-56.027) (-0.461)  (2.483)*  (-5.302)* (35,387) = ( 7.92)
Edible 6il. -0,511  0.0086  0.0043 1=0.076 0.297 - . 0.822
o (=6.209)  (0.h57) - (0.227)  (=h.02 )* (9.433 ) (12,234 )
Tea. =335 0,068 0.,0503 - 0.0068 ¢ 1.592 10.806
e (3831 (2,297 )% (24327 )% (0.323)  (16.901) (10.781 )
Total food -0.646  -0.02  ~0.00k - 0,002  0.639 .. Ok
~expenditure (27.107) (-3.703)* (-0.635) - (0.319) '~ (70.13k) -+ . (22.597)
Clothing. ~1.788 | 20.053  0.0154 -0.0201 0.9k ~0.0095
ST (=66 ) (-0.806)  (0.23 ) (-0.301)  (8.23h ) (~0.0399
ffﬁél f -1,052 no.ozﬁ, -0.04% . -0.0705 015691 e o.é§1 '
(lighwing. (-27.902) (-3.597)* (h.95)%  (-8.151)* (4.65) ¢ (8,8)
Housing. = =3.37°  -0,007h  -0.0lb 0,054 1,372 . -0.50k
- c€=30.895) (-0.298)  (~A.751)%  (-2.16h ) (3z.914) 0 (=5.67)
‘Miscella- -3.876  0.0297  0.0292 -0.0121  1.3853. 0.0
‘neous (-70.84) (2.3 (2.227)**  (-0.965) (66.209) " (=0.308)



Appendix A

TEST FOR DIFFARLHCES OVER-TIME ( 1968/69 ~ 1971/72 ) WITH DUMMY VARLABLES.

RURAL AREAS
differcntial intercepts » | - differential S;obe(x) 5iffe;gntigl 81lope (k)
Commodity Groups. B D, | D, D . 31 (X)1 Dy, . D5 D6 (X ) D? EJ'- Ho - ; D9
19571-72  (1970-71)  (1969-70) (1968-69) ".1971-72 .. (1970-71) (1969-70)  (1968- 69) 1971-72 (1970-71) (1869~ 70) (1968
(1) @ (3) &) (5 ©) ) ® . (9% b (0 () . (i3
sercals. G.233 03373 . 017 097 C.569 015 0,255 036 033 G5 0371 ¢ 0.122
(0.6323) (0.6243) (1.25) (a. 9025) (h.222) (~0.603) (~G.6%9)  (-0.659)  (1.k98)  (0,498) (1.01) - (0.35¢C.
Pulscs. m1,&71‘ 0.402 0.157 O. 092 0.373 . G153 =C,053 00674 0455 | 0.262  0.087 ¢ —0.2700
(-k.02)  (0.747) (0. 274> (0.168)  + (2.77) (-0.804)  (~0.243) , (0.33)  (2.53) (0.887) (0.237)  (-0.6%)
Milk & Milk ~1.252 0.123% ;" 0.193 ~0.239 0.491 . 0.0576 0115 04156 1.196 - =C.19% o, é98 o3
Products. (~2.8%5) (0.1894) (0.2802)  (-C.362) (3.034)  (0.251)  (-0.441)  (0.632)  (1.574) (-o 533)(0 676){_ (~0.767
Vegetables,s 0.14% ~0.452 0,127 +0.305  0.356 ¢ G127, - -0.0971 0,074 o622 0. 1822 0,484 | 0.1z
(1.99) (~0.£25) (+0.1651)  (=0.414)  (2.31) (0.498) (=c.33) © (0.268) 1 (1.791)  (~0.45) (0.373) . (-0.27"
Mcat, fish, 4,78 +0.035 . 0.599 031 1.18 ~0.034 -0.165 0,125 . 0,17 ©.1198 0.4807 0.2t
Poultry, (~7.06)  (0.0356 ) (0.567) * ( =0. 30H) . (ho76) o ( -0.0971) ~ (-¢ 41) (o.32h)  (0.431) :(b 215)(0.266) (~0.4Ct
Edible 4 4] ~0.%01 - 1.05 E'1.,8.27“ 1.3aa 0.551 -0. 328' -0 604 x'}“_o;6é ~0.397 3 0.351. 0.73 L 0.9hE
(-75.57)  (0.508) (0.833) ©  (0.6281)  (1.071) (-0.45)  (-0. ??5) (~0.79) 0.476) © (0.303) (0. 519) - (0.72k;
Tea. -4.09 0.896 1.31 -0.499 . 0.837 ~0.252 ~C 396 S 0.262  0.35 1 0.27 ,0.502:' ~0455%
(-5.98)  (0.893) (1.225)  (~0,484);  (3.34) (-0i71) - (-o 98) - (0.684)  (0.865) - (0.473) (C.734). (~0.8¢
Total food 0.402 0.223 0.38 0,103 0.706 -0.077 mo 186 - 0.055 0,376 0.107  0.234 ~0.10
expenditure. (2.45)  (0.924) (1.481)  (-0.42) (11.734) (-0.896)  (=1.496) (0.599) (3.87)  (0.791) '§o;h24)‘ (=047
Clothing. ~1.83 - 0.6804 0,61 &0}765 094k ~-0.25 ~0.0571 ~0.26 ~0.038 0.395 0.073 ~0a34
{~7.76)  (1.97) (0.438) (2.171)  (10.947) (=2.014) ** (~0.37 (-1.98)**  (0.271) (2.04)** 0.31) (1.y



R A = S S e A I - W - D R - N

Fueal & -1.031 0.0262 © 0.934 0.542% © 0.64 - 0,342 . ~0.33  _0.2hv
Tighting- (~2.65%) (1.622)  (475k) (0.9%2) (h.hos) (1,692 1(1.43)  *(~1.136)

Housinge C=35.19 -0.0825 ~1.27 0.019 1.27 0.0123% i gﬁqggq' - G.028

(~2.89) (0.051)  (-0.795) (0.011h) (3.13)  (0.0215) (0.626) (-0.046)

Miscollunce. ~5.925 ~1.10 ~0. 891 -0.82 1Lh 0.729 0.525 0.152
(-6.99) (-1.73)  (~0.93) (-~5.98)  (7.15) 5) (0.977)  (G.48h)

oty v T ALY € e o o VA T 6 o S TN i ¢ W L S T e 18 e T i = T S WA { Za T mm e 8 S 3 4 L rians s i b 1 ot s e 5 s o e [ —r .
e At A DT YN ¥  d - = T AL T e G 4 ew & 4 i e w4 T bt S

D. I'e = 57

* = Slope differential »ignificent at
s 1 ¥} 1 1"

0.0%6 and &t 0.01%
G.0

L05% only.

(20)

P G

(1) - (12

——— i e

0.0602 0.572° 0476
(0:2615)  (1.79)* + (1.224)

0,58 0.058 . -odz
(~0.89) (0.042) © (0.38)%

"'(.) «,21 /[ _‘O o
(-0.56L) (1.2

S A AL |k AT AN e B2 7 Y K e R 2+

57 056

z1) (éo;995)yl

B Ty s

0.06%
(0.06)

"'O o Crl' (,:

- (=0,0%0G"

- e




Appendix A

Table VILI

TEST FOR DIFFAEENTT AL INIERCEPTS OVER - TIME ( 1968/69 ~ 1971/72 )

RURAL ARLAS

- ( TOG - FORM )

Dummy ceefficients significant at O’.O,‘i% (‘-nly:°

differential inrtercepts Pooled Pooled
Commodity B 01iD4 1D, 2iD B (X)) B, ()
Groups 197902 197071 1966-70 196869 1568769“ : 1966769
— 19(q/’2 1971/72
(1) (2 (3 Ch ) 5 ) (6 ) (7.
Cereals. 0,63 -0.0212 ~-0.018 ~0.016 0.45 SRINS
(3.36) (~1.01) (-0.88)  (-0.801) ( 6.43 ) he1s )
Pulsoes. ~1.3 0.018 0.022 0,086 0.32 0622
(~6.83)  ( 0.855 ) ( 1.05 ) 4,096 ) (b ) ( 5.321 )
Milk & Milk =1.38 0.11 0,065 , 0.057, L 0.552 1,077
Products. (-5.91) ( 4.024 ) ( 2.501 ) (2.61) ( 6.36.) ( 7455
Vegetables. ~1.083 ~0.0757 . -0.089%, -0.12 0.451 0471
(~b.48) (-2, 764 ) (-2.332)  (-4.508) (4,998 ) (3,182 )
Meat ,Fish, -4.63h 0.057 0.0R5 ~0.072 1.132 0,274
Poultry. (~13.703) ( 1.345 ) ( 0.657 ) (-1.93) ( 8.98 ) ( 1.129 )
Edible Oil. 0.342 ~0.0u7 0,16 4, ~0.38%, 0,193 0.055
(4,884 ) (=1.221) (-2.06)  (-4.95) ¢ 0.738 ) ( 0.127 )
Teas ~% .66 ~0.008 0.028 ~0.015 C 07351 0.42
(-10.384)  (-0.193) (0.71) (~0.374) ¢ 5.596 ) 197 )
‘Total Food 052 ~0.006 0.007 0,014 0.67 0.4,
expenditure. (6.065)  (~0.628) (~0.71)  (1.4€) (21.101) ( 84204 )
Clothing. =1.42 0.028, , +0.0196  ~0.0181 0.7961 0;185
(-10.982) (1.91) (1.372)  (~1.27) (16.558) S (2,334 )
Fuel & -0.h4 0. 0672, -0,009 ~0.0442 . 0.411 O 0.b3
Lighting. (~2.172) (2,93) (~0.4C12) (~1.981) ( 5441 ) ( 3.472 )
Housing. ~3,597 0,044 091,  =0.029% 1.371 o =067
(-6.497)  (0.66) (1.81) (~0.479) ( 6.642 ) 0 -1.97 )
Miscellan- ~4.59 0.011 -0.018  ~0,054 1.689 0,51
eous o (-15.329) (0.32) ( ~0.54 ) (=1.627) (15,135) C(=2.753 )
D.F = 43 : :
* Dummy coefficients significant at 0.0%% and 0.071%. j
EXS '
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