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PREFACE

Kerala 1s a consumer state and the consumption pattern of the people
has undergone considerable change In recent years consequent on the large
remittances received from Gulf Countries. As such it is interesting to study-
the recent trend in the consumption pattern n Kerala Vis-a-vis all India.
Household Consumer Expenditure Surveys provide valuable data for assessing
the i1mpact of Socio-economic pohcnes on. the condmons and levels of living
of the people. " e

In response to users' demand for time series data, 1he National Sample

Survey Organisation (N.S.S.0) carries out household consumer expenditure
surveys once In five years starting from 1972-73. In addmon to the quin-
quennial surveys, National Sample Survey Orgamsatloﬂ' also conducts from
1988-89, Consumer Expenditure Surveys in every round of * the Socxo -economic
survey based on very small sample in order to maintain continuity of survey
data on household consumer expenditure. The household consumer expenditure

surveys of National San’ple Survey Organlsatlon have generated a stream '

of statistics on consumption habits at national a.nd state levels. An atterrpt
is made n this working paper to examine the r&cemc trends in the consumption
pattern in India and Kerala State separately and. éfmpare the . two based
on 27th, 32nd, 38th and 43rd rounds of the qulnquenmal su‘veys. The data
available from the annual survey on consumer atpendlture are. not analysed

as it 1s based on thin sarrple size.

~ This paper was prepared by Sn.CAppukuttan Pillai, Jomnt Director
and SriN.Rajendra Prasad, Research Officer, N.S.S. division in the Directo-

rate.

I hope this paper will be useful tothosevbho are Interested in the

areas of consumer studies.

Dr.M.Kuttappan

Thiruvananthapuram,

15-1-1996. Director






Kerala and India

INTRODUCTION

1.1 The importance of studies on consumer behaviour in the formulation of
plans for national or regienalldevelopment has been emphasised by many
planners. Planned development-is expected to raise the real income of
individuals. This, in turn, will increase and alter consumer demand and
unless provision is made for meeting this, prices may misbehave and cause
serious difficulties. Hence consumption studies are important as they
provide the necessary statistical base to enable the planners to make pro-
jections about demand for commodities when prices and income distribution
change. Consumption sfhdies'also help us to ascertain whether the bene-
fits of development “reach’ the people belonging to different regions and

socio—economic groups

7 With a view to studying the patterns in consumer expenditure of the
different income groups, data, on _consumer expenditure are being collected
in every round of the National Sample Survey separately for rural and
urban households. Estimates of monthly per capita expenditure of the
different classes' are prepared to throw light on the pattern of expendi-
ture on food items and non food items by the classes. These studies also
enable us to meesure the capacity of the households to spend. Time
series analysis of the estimates of the different rounds of the survey
" 'would reveal the'changes in the consumption pattern due to availability,
substitﬁtion and social mobility. The quinquennial surveys viz. the 25th,
27th, 32nd and ‘38th rounds of the National Sample Survey were conducted
with a larger “sample to ‘study the consumption expenditure of the house-
holds. In this study an attempt is made to study the pattern of expendi-
ture of the households from the 25th round 'of NSS (1970-71) and also to

measure the changes in the various items of consumption over the period.

It is worthwhile to note that there is considerable difference in the
consumption pattern vis-a-vis the items of the consumption basket of the
people of Kerala from those of the people.of other states due to various
reasons. The high 1itefacy rate, the hygenie awareness, social and cul-

tural practices and to a certain ekteut the higher wage rates prevailing

Refer : P.C.Mahalanobis - The approach of operational Research to planning
in India. Sankhya 1955, 16.3.
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in the state have caused the people of Kerala to have a peculiar pattern
of consumplion of both food and non-food items. The present study con-
firms this conception. High expenditure on non-food items cutting across
different income groups is a distinct feature of the consumption pattern
in Kerala. The large remittance following the exodus of Keralites to the
Gulf countries from the middle seventies onwards has been another source

of significant influence on the consumption patter.

CHAPTER - II.

2.1 Objectives of the Study
This study has the following objectives :
(1) to collect the details of goods and services consumed by the

sample households on food and non-food items for rural and urban areas
separately.

(11) to cohpare the per capita expenditure of fural and urban areas
and also to compare the state average expenditure with all India average
per capita consumer expenditure.

A &mcepta and Deﬁn:ltions
The concepts and definitions followed in the various consumer expen-

diture enquiries rema:lned almost unchanged. Some of these concepts and

definitiona are given below H

e v (2T

(1) Householda : A household 13 a group of persons normally living
together and taking food from a common kitchen.

~

(2) ‘Household Helher : Any person who is a normal resident of the
sample household is considered a mehber of the household, Hounehaid

& T

members are grouped :lnto three categories v:l.z. adult male, adult female

and children below 15 years of age. :
(3) Household Consumer Expenditure : Consumer expenditure comprises

all expenditures incurred by the household, exclusively on domestic

account, including consumption out of home grown produce or transfer
excluded from consuner expeuditure. While conaumption out of transfer
receipts is inc?}uded, transfer payments of all kinds (loans, gifts, both
monetary and kind) are excluded. Capital expenditures are excluded while
current expenditure on durable items ‘like repairs and maintenance are



sumed during the period of reference viz: last 30 days represent the con-
sumer expenditure on food items. For semi durable and durable gé%ds, the
actual expenditure incurred iowards purchase of these articles acquired
during the reference period is considered as the consumer expenditure of

the articles.

2.3 Reference Period : Reference period for collection of data on all

items of consumer expenditure is the previous 30 days. In addition, for
items of clothing and foot wear durable goods and some items of miscella-
neous goods and services, data have been collected for a reference period

of the preceding 365 days also.

2.4 Sampling Design : In all the rounds the sampling design used was a

stratified two stage sample. The first stage units were villages in the
rural sector and blocks in the urban sector and the second stage units

were households.

2.5 Sampling of Households (Rural) : All the households of a sample

village were arranged into the following means of livelihood classes (1)

self employed in non-agriculture (2) rural labourers and (3) others. From

the above groups a fixed number of sample households were selected.

2.6 Sampling of Households (Urban) : In a sample block, the sampling

frame was prepared by arranging the households into 4 classes on the basis

of their nature of employment. (Self employed, not self-employed) and
their per capita expenditure level. From these a fixed number of sample

house- holds were selected.

c e
It may be noted that the stratification on the basis of the monthly

per capita expenditure has undergone changes through the various rounds

as the ﬁonthly income of the households increased during the same period.

CHAPTER - III

HIGHLIGHTS \'

3.1 Consumer expenditure of a hosehold is the value of goods and services
consumed by the sample household on food and non-food items. The consumer
expenditure is presented for rural and urban areas separa— tely. Tables I
& II present the results of the value of consumption of broad groups of
items per person for the period of 30 days separately for Kerala and
India. The total household expenditure is composed of expenditure of the

households ‘on broad ﬁéroups' of° ° consumer items.



nroupg are 1 (1) cerva' . ) gr. (3) corvat
. !se products (5) milk and milk p ducts (6) = !bls
auwd rish (8) vegetables (9) fruits and nuts (10) sugar (.
spices (13) beverages and refreshments (14) pan, tobacco &
(15) fuel and light (16) clothing (17) foot wear (18) miscellar goods
and services. The results are also presented for (a) food total (1) non-

food total and (c) total consumer expenditure.

At the outset it may be noted that the percapita income which was
Rs.594 and Rs.633 at current prices for Kerala and India respectively in
1970-71 increased to Rs.1447 and Rs.1627 respectively in 1980-81 and they
were Rs.2598 and Rs.3284 in 1987-88. While the state percapita income
registered a growth of 337% the national income recorded a growth of 419%
during the period from 1970-71 to 1987-88.

3.2 Tables III & IV reveal that the consumption pattern of the rural
households and the urban households was not similar. The Vériations also

showed a fluctuating trend through the various rounds.

3.3 Consumer price can be taken as a broad indicator of inflationary
trend in the economy, as the increase in retail prices of essential commo-
dities will show an upward trend in the consumer price index. Table V
presents the average retail prices of essential commd&ities from the 25th
round to 46th round viz. from 1970 to 1991.

In the familar usual pattern the consumpiioh'bf cefgalé in the state
as also in India was consistaﬁtly higher in the‘rﬁral'households'than in
the urban households, while the consumption of other food items 1ike
pulses, milk and milk pfoducts, meat, egg and fiéh, fruits and beverages
etc. were relatively highér'in the urban households. The reason is self
explanatory as the rural households require moré calorie to cope with
their activity status, viz. manual and unskilled labour. The earning
member of thg urban households might be engaged in the organised sector
and semi organised sector where hard human labour is not much required.
Also the spending capacity of the urban households was also on the higher
side and therefore they consume better quality of food articles which was
also the reason for higher expenditure for food items by the urban
households. ‘

Foot note : It is because of this rise in the per capita income, changes
have been made in the monthly percapita expenditur; class.
(Details are shown in the Appendix. I). The first group was
0-8 in 1970-71 and it was less than 65 in 1987-88.
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25th 27th . 32nd 38th  43rd 6th*
round L
I S 3 i 5 T, 2
Food Totals R 2536 . 29.71 4542  89.54 126,71 16573

(70.31) (71.41) (64.35)‘ (61.56) (59.92) (53.28)

U 3017 3779  50.97 10473 151.97 - I33.ub
63.34) (64 85 (50.61) (5824) (57.08)  (49.66)

Non Food R 10,76 1248 29.3% ~ 5590  8h76 9612
Totals _ (29.69) (29.59) (39.65)  (39.74) (40.06)  (36.72)

U 17.46 20,48 33.13 75038 . 114.26 115,92
(36.66) (35.15  (39.39) (41.76) (4292) (50.34)

Total Consum- R 36.12 4219 74,76 14544 21147  261.85

ption Expen- (100.00) (100.00) (100.00) (100.00)(100.00) (100.00)
diture,

U 47.63 5327 84,10 179.81 266,22  369.36

100.00) (100.00) (100.00) (100.00)(100.00) (100.00)

(The figures in brackets indicate % to total consuinption expenditure)

* The figures from the Annual Survey.

The above tadle shows that in the rural and urbaﬁ sectors the value
of total consumption expenditure steadily increased through the various
rounds of the survey. Waile the total consurﬁ:tlon expenditure in the rural
sector during 25th round per persén for 30 day‘; was Rs,36.12 't was Rs, 14544
during the 38th round and Rs 261,86 durlng the 46th round, Thls shows an
ncrease of 625% during the 46th round over the "25th round The total
consumption expenditure n the urban sector durmg the 25th round was
Rs.47.63 and 1t was Rs. 369.36 during’ the y6th round wmch showed an. Increase
of about 675% during the 46th round over the 25th_4 round, The share of
food totals on the total consumption expenditure n the rural sector during
the 25th round was 70.31% and during the 46th round it decreased to 63.28%.
The share of food totals over the total corls_t{rm?uo? expendlture in the urban
sector during the same period was co Tparatwely lower than that in the
rural sector. It was 63.34% during the 26th round and it sharply came down
to 49.66% during the 46th round. Sinc: the lncon:; of thé rural households
s less than the income of the urban households .r'l'also sinc2 there 15 a
considerab > difference between the rural and urba | ‘ouseholds n the Living

standards, the expenditure or food iters is generally { ore n the rural sector.
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urﬁan households n the coné“‘ mp”tzon of non- food totafs, it rose to about
13 75% durmg the l46th round It 5 a common knowledge that while the
"'r’uh'?ml households spend a ma;or share of their anome for food the urban
howgéﬁo ds sgend l‘ﬁgre for non-food items because of the living conditions
with Eet'ter faCllltleS on educat1on, health, employmént housing etc. available
“in the urban areas, ~ The expendlture on hotlksmg, education, transportatron,

health, and other SeerCES like house malntenanc , purchase ‘of consumer

durables are §enErally more in t__he urban sector

1In “flie rural se‘if’tft‘_s:;r"'ér‘rito’n “the food iterms the share of Ee?eals was

e

¥1.36% n the 25th round, 391 n the 38th round and 29.29% in the 46th

round. It 15 lnterestlng fb‘ note that the sh'ﬁre of careal consumptnon decre- 355
‘ased In the 46'h round I'n the urban sector the share of cereals in the 25th

..QGth round. W;th regard to pulses, In rural hous"&olds the share ‘was 2%
~in the 25th round 26% in 38th round and it todched the ﬁ"éﬁest share of

e

3.3% in the 46th round- In the urban sector, “the share of pufses in the food
tota}s was 25% in the 2'53.h round, 2 9% in the '3'3?\‘?06nd and 3.1% in the

46th round ::‘t—‘-‘f_ 2 TR T
: il
.he share of mllk and rmlk products in the urban sector In the 25th

“round was 8.6% and 1t was again 8.6% in the 38th round, 10.7% in the 43rd

round and 10.9% in the 46th round.

In the rural sector the sharé of milk and milk products was 6.3% In

' the 25th round, 6.7% in the '38th round, 7.6% in the 43rd round and 8.8%

in the 46th round indicating a consistant higner level of consumption of

milk and milk products in the urban sector than in the rural sector.

@
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CHAPTER IV

Comparison of State Vaiue of Consu mption with All India Consumption

n the rural sector the value of consumption of cereals at the state
level and all India level showed some difference in all the rounds. The value
of consumption of cereals consnstently_decreaséd thrdugh the 25th round
to 46th round. The difference was Rs.3.49 more at the All India rural sector
during the 25th round and Rs.5 in the 32nd round and then the difference
narfowed down to Rs.1.12 in the 38th and 1.05 in the 46th round. In the
urban sector the differencz was Rs.1.92 more . at All India level in the 25th
round and 1t was Rs.1.23 in the 46th round. There was not much difference
in the consumption pattern of gram in the rural sector. but there was some
differenc> in the 25th, 27th and 32nd rounds, and thereafter the difference
was very sinall. In the case of coreal substitutes the valus of consumpt ion
in the state was higher than the all India pattern both in the rural and urdban
sectors.. In the case of edible oil, the value of consumption was higher at
the all India level than at the State level both in the rural and urban sectors.
The value. of. consumption patterns showed a different trend in _the case
of meat and meat products. In the rural sector the consumption was higher
at the All India level whereas in the urban sector the value of consumption
was more In the state than at the all India level. The valu= of consumption
of vegetables in the state was lower than that at the All India level in both
the rural and urban households® throughout the rounds. Consunption of sugar
also showed the same trend. The value of consumption showed an opposite
trend in all the surveys ie. the consumption was relatively hizner in the
state in all the rounds of the surveys.. In the case of value of consumption
of food totals, n the rural and urban sectors Upto 32nd round the All India
fizures were higher while from 38th round to 46th round the. state fijures
were mJner In the case of non food totals,Athe state frrures were higher
throughout the rounds n the rufral sector whlle in the urban sector upto
32nd round the Al: India flgures were hlgher and 1:hereafter the state figures
were hlgher. In rezard to the ‘valus of total consumption expendxture In
the rural sector the state regﬁtered hgher expendtture in_all the rounds
except nn the 27th round and n the case of urban sector the all lndla figures
were higher durig the 25th, 27th and 32qd rounds and in the later rounds
the state fizure vere mgher. The impact of the Gulf reinittance nad a
direct >earing o ne value of consumptlon This is highly pronounced from
he 32nd rounds wards.

_

£
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Limitations: One of the serious linutations of the N.S.S data 5 that

the sample size 1s toq small. In the N.S.S _the details of a particular para- .

meter are being collected from a maximum of 5000 households out of 55

lakh househo ds of Kerala. Hence the precision of the estimate IS likely
to be affected This s quite evident from the results of the central sample

and state samniple of the various rounds of the survey.

/

CHAPTER V

Summary of Findings

In the rural sector, monthly percapita consumer expenditure (MPCE)
of the state was consistently above the national MPTE except for the year
72-73. During the year 70-71 the state average was higher by 2% The
same was 4% lower than the All India average during the year 72-73. During
" the 10 year period from 77-78 to 87-88 the MPCE of Kerala tmproved steadily
over all India 2y 8%, 29% and 33% respectivzly during the three quinquennial
surveys  The annual survey of 90-91 showed the state MPCE to be higher
by 30% of all India MPCE. i |

This pronounced pattern of higher state MPCE compared tp‘al!-lndla
1s not ev:cllentl In urban sector. ‘I‘he state MPCE in urban sector was lower
than all-India MPCE until the year 77-78. For the first time in 1983, the
state MPCE was higher by 8% compared to all-India and it continues to
be ajove the all-India average during the years 87-88 and 90-91 by 6% and
13% respectively.

~To study the rural urban difference in MPTE, the excess of urban
MP7E and rural MPZE as percentage of rural MPZE was workad out for
both all-India and Xerala

Excess urban MPCE over Rural MPCE (as %)

720-71 _ 72-73 77-78 1983 87-88  90-91
! g2 L L 5 5 & 6~ 7
All India 50 43 40 48 58 62

Kerala 32 38 12 24 26 42

The tasle confirms the higher consumption expenditure of the urbani
tes. The noticeadle features are : (1) In the case of all-India the perce}ltage
points declined from 50 in 1970-71 to 40 in 1977-78 and.the pattern reversed
thereafter in 1'983, in 87-88 and in 90-91 and the difference increased fromn

8 to 52
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A umllar pattern yrevalled Ln the state but the dlfference s cons-

;o{.\-‘

pbcously narrower durmg the perlod 77-78 to 90 91. During 1970-71 & 72-73
the all-India and state eXCess of urban MPCF_ over roral moved In the oppos:te
'dlrectlon The decline durmg the penod 72 73 to 77-78 was very sharp n
the case of Kerala State :

'\.-L-
3

The pattern of excess urban MPCE was further exammed over the:

subsct of food and non-food iteins separately.  The MPCE on food iteins

In_ucban sector .was higher by 31% over rufal'MPCE during the ye:r 70-71

at all-india ievel - ; *ﬁ?ﬁ*ﬁﬁ
' e ;:’g’z,

Excess urban MPCE on food items over rural MPCE fas

S TSN v YD R T SR 1 % R
S R e SR e o T e e
1 India 31 27 30 u a2 38 39
Keraia 19 27 12 17 20 11
This has dechined margmaliv  to 229 durife ihés vea shown
an swreasing trend  therealier, vi call-Inahe levell  the s} afa ¥ pent
1.39 rupee for _every one rupee spent hv tura! consumiers du £ Yedr
90-91,
The above diffcicnce 15 noticeably absent mn the case o o FIEEES
on foad 1te s as could by ween fron the Sasle,
i e Case of noh fodd itenis the position is simdar to ‘oot peng
" Excess of urban MPCE on non-food ite 11 as % of over rural
MPCE in the non-food items
Year & 70-71 72-73 77-78 1983 87-88 90-91
) - 2 3 4 5 6 7
All India 102 87 ke D bl 7 ’
Kerala _ 62 Ui {3 e ‘
SRR S --%‘éav‘s‘r—'s'e*' EL z

| Durmg the year 70—71 MPCE n non -food Jtenris in urban sector was
Rs.18.81 agamst Rs 9.33 for rural sector 1e. nearly 10296 ﬁﬁﬁre as is shown
in the tuole. ‘l'he dlfferencg narrowed dow*n 10 57% in 7#?-78 but aiter that
it has gone up consndergly tg 105% er L méfmy&ﬁa‘rﬂ in Kerala 1S
also sgmnlar but jess pronouﬁce 2 AR

E b \"‘ % ! T

m;‘-urg
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Appendx. I

The Monthly Percapita Expenditure Groups

25th 27th 32nd 43rd 45th 47th Round
Round Round Round Round Round 87-88 (Rural)
1971
I 2 3 G 5 6
0-8 0-13 0-10 65 Same as 65
8 -11 13-15 10-15 65-80 43rd 65-80
11-13 15-18 15-20 80-95 Round 80-95
13-15 18-21 20-30 95-110 95-110
15-18 21-24 30-35 110-125 110-125
18-21 24-28 35-40 125-140 125-140
21-24 28-34 40-50 140-160 140-160
24-28 34-43 50-60 -~ 160-180 160-180
28-34 43-55 60-70 °  180-215 180-215
34-43 55-75 70-80 215-280 215-280
43-55 75-100 80-100 280-385 280-385
55-75 100-150  100-150 385 & above 385 & above

75 & above 150-200 150-200

200 & 200-300
above

300 & above
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APPENDIX 11
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Movement of Prices over the Various Roﬁhds"ﬂt;f'rthe Survey % l.li-

%
"-i-‘g..

The consumer price is an indicator of the inflationary trend in the
economy. The changes in the prices particularly ;of the mass consumption

ttems have a direct bearing on the consumption ﬁdftern. This will worst

ffect the jow ncome groups A- the prices of essential commoditics 80
up end i the ncoue of the hous-noids does not move in accordance with
pt ces, 1he purchasing power of the iiousechoids will naturally decrease and
they swit¢h <ver to low priced food articles or they prefer to reduce the

quantity of such tems. If on th~ other hanc. rhe per cap.ta income Increases

on a higher scale than the p-r-es of the ¢ mincditics, the hiuseholds will
switch over tc oetter quality " 5 and aiso they will move tc¢ ghu Income
gioup w!th attendart change .. .he consumption pattern. AS u.cse changes

are cc 'lex and nterrelated wih criss cross substitution and income impacts
i* s not the intention of this study which 1s in the form of a comparative

overview of the NSS Rounds on consusmer expenditure to bring under its

scope a close analysis of the inmpact of price movements ~° = _jsumption
However, sorme importar 5 11 itok place on the - o front during
the period of the various INi: @ouids die ST iy p!resentea JUx Tap: -.ng-"’ndata
on price movements of various . mmodities with the data on the hange

in the relative share of these c¢. imodities i~ the total nsumption for

infermation without makmg any ana'yve .

Table v gives the prices of essentia! conmdtins from 25th round
tc 46th round (1970 to 1991). The table shows tha: i« price of rice which
was Rs.l.45 per Kg. during the 25th round -"\rmased‘ll'wpe tumes during 43rd
round and during the 46th round it rose by 282%. -lDu. g the period there
was a sharp decrease n the share of consumption of _ereals out of the total
food consumption from #1.4% i the 25th round to 29.3% in the 46th round
in the rural sector. In the urban sector also the trend was similar ‘that
the consumption of cereals came down from the level of 33.6% in the 25th
round to 241% in the 46th round. The prices of pulses increased by 400
to 900% while the consusmption increased by 50% in rural and by about
25% in the urtzan sector. The price of edible oil like coconut oil and ground
nut oil showed an increase of almost 700% during the period. While the
value of consusmsption increased by almost 10 times in the rural sector

and about 800% in the urban sector. While the price of mulk increased oy

R
s 0. ¢



about 355% from 25th round to 46th round the value of consumption increas-
ed by about %00% in the rural sector and by about 700% in the urban
sector. In respect of sugar the price increased by 360% during the pericd

the value of consumption increased by 540% in the rural sector and by 500% -

in the urban sector.
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