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#uw TOUSEHDLD BEXPEIDITURES ON DURABLES
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A gtandy of the consymption m&.&m off the affiuent
goction wuld be incomplote without an investigation of
the darables purchesed by 1t as they foun ene of the most
striiing indicstors of thalr high level of Iiving. As
guch they hove been the subiect mabtbor of fnvestigation
by numoyouns researchers, A number of fa@:\wm' havae bean
found to be of dguificosboe in influencing the purchace of
curables, According to Schipper, ' the ¢ffect of veomt
&l aoretionary { licuid ) saving upon currmnt durchle
expenditures 46 positive indleating that housshoid's Mvg;m
saving in the recent past tends €0 promots current spending
or durzhles, d g ingoed effact of provious use of credé
in detasdning subsacqumit Behaviour in purchesing durahls
goods has been found by Ficker,? The mipply position, i.¢,

Y., sehipper, Consuper 01 sevaticnary Behaviour, Amsterdam i
Horth.bublid gidng Conpany, 1064,p.37.

zfzamazim ¢, turk, Cengumption Emmﬁ.as, WY, s Ja}m
idley & Sons, 1958, p.102, (Cited)
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aveilaldlity of Gurables in the market; is sleo an
important factor as has been pointed out by Burk.> Other
varizbles vhose influmce have been investigated are
annual fomily income, chonges in dncome over time,

trengl tory incoms, attitude towands instolment buying,
femdly sigs, recency of marriage ote.

In our present study the auwhasls was prinarily to
investigate into the factors doternining ths consumption
behaviour of the affluent group., As this group woe
- baing exposed to much an investigation for the first
tine great care had to be tsken while aliciding
information to énsure that thoir responsivenass ond
willingnezs o cooperate-: were not a&varmz} a}&?ﬁmter},
Data enn éispopable income ond aeset holdings in sl
formo were rooorded in & strustured fomn with Lumad rengeo
and the households had to merely indcete in whick renge
thelr disposalle income from all sources foll in, ond the
range in vwhich thedr currant net worth fell, Foi the some
reason no stock taking of the durables in the faddly's
possession was undertoken, As this vas a cross-soctional
study covezing =11 ampocts of consumpiion, it was
considered plagiate to lintt the study of Gursiles o
rocent purchages with wiich one could gspess the offsct

3!@@5 cid.
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of current income and fardly life cyele on shost run

‘)\ durnhle purchases, Uence tha houssholds vmm&;mﬁ o

) Mm regarding the durables purchased by
them within the year proseding the date of the incgutey. The
durables listed were 1 fumiturs, dlectrical epplicnces,
utengilyg, car, motar eycles, sosoters, cycles, freoze
( £ridge ), omaments, musical instruments, cny others, ond
houpe, The respondonts wers aleo m@xasm& to indicate
the mode of payieit ( cash / dnstalments ). ( Cxvepting for
two respondents’ o1l the other ressondents had pald in cash ).

out of the total doe ndred and olghtyfive ramondents
chly one hundrad ond twonitysis hod spent on Marghies during
the saia .gaezi:m& e folicwing tahle { 10,1 )} shows the
distrilution of expatditure oh durables socording to the
expenditure closoes,

The total mwomt spent by the 126 honscholds en
durables for the one yoar pariod was Bg. 19,90,296 giving
an average of Rg. 15,796, The Tolle 10.2 gives the brask.
up of the totel into verions itams s+ for the sawmic dlvidad
into throe brosd inome groups { T » 650 « 1850 Re, Agoradete
household exnonditure per month, IT Ra, 1650 « 3050 ond
III, over Rs. 3050 ) s

‘ Weo Fha oxXpes SRR
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Table 110,1: Distrihition of Mean Swpenditure on

inrables Por fousehold during ono Year
Prior to Date of Incuiry.

P
e e S - L

Durables

1 2 3 4

650 -~ 950 3 {(4) 1.7 Re, 8573
550 - 1250 13 {19) 38 5852
1250 « 1550 15 (30} 4,4 8454
1550 « 1850 20 {26) 5.6 5554
1850 - 2150 16 (20) 14,7 18258
2150 - 2450 8 (11 3.8 9872
2450 ~ 2750 10 (13 12,7 26326
2750 - 3050 16 {18} 26,5 32805
3050 - 3350 308 0.0 5087
3380 - 3650 5¢ 0 8.0 31954
3650 - 3950 5¢(8) 7.3 25062
3950 - 4250 5 (7 1.3 5621
over 4250 6 (9 9.4 31333

%zé? 120 (18
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Floures in breckets undar Col, Wo,2 of Houscinlds
indicate the Total Bumboy of lbusgehnlds under. asch
Bxpenditive Class
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Toble 10,2 Pattern of Usmenditure on Durables ( Per
\ Bougsshold~ )} for Three Droed Incoms Uyoups
during the Year Procading the Date of

Inzdizy
Group T “Group 11 ~ Group TIT
(- 53) (=50} £ - 28)
Commoddty (Bo, 650 1059) {Ra, 1550. 3050} (C.'wazr 2, 3050}
‘ Agg.tonthly B Ago.Monthly Fxp, Agg.tont thly Do
Tigeof Iieaﬂ Ko,of = Hean Uo. of  Hesn
Houge-  Velue  Fouse. Value Fouse-. Value
holdp in Rg, Tholds in Rg, bolls in Re,
puschasing purchasing “purchasing
Pamiture = 502 20 1034 9 2182
RNecteicsl I X
Appiiances 7 s 11 921 © 1673
Utenglle 19 ns 19 234 7 793
Cap - 6oo 5 26200 5 24040
Motor Cyele, ¢ — |
Sacaters 3 3333 2 CEL 3526
Fridge 4 3825 7 543 4 5075
Omeaments 11 2531 18 2628 7 2803
Cycles 3 2267 & g0 1 350
Musdosl ’
Ingtrments 3 1%0 2 %4 2 125
any othey 8 365 6 711 i 400
(m.ec. Bundrias)
louss & 35167 13 68769 5 62000

m-—-n-&mwuummn«u e _—_— ,h - s N e

Prom the Teble 10,2 it ip ocvident that not 31l the
rospondents under exch fncome group o in for the puvchase of
all the items listed, This &8 to bo aexpocted ns sond households
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are llkely to hove alzeasdy purchased ascme of the (tems,
while othars are yot &0 purchase or do not intend
purchaging the itas at all, This fact has ¢o be mme
in nind when we mcke gemarsligotions regarding the
preferencez of the threes incone groups.

The folleving table showa the itams ranked pocording
to the ordor of pmt?em%m shownn by the three locome groups
based on the totel mumber of houselolds going 4n fox the
puréhase of that item, . |

Table 110,33 Order of Preference in Durable Ituma
For the Three Incone Sroups

“

l" V\d
fre
WY L

‘)7/‘ \( F}\F \

Teemn A Cproup T “Croup 1T émm Ixi
{Rs, 550.1050) g, 1850..3050) (Ovar Ba, 30%0)

‘ ‘ Rank - Renik , Ranle
Famiture i  § 1
Slectrical appliencaes 5 5 2
Utensdls 2 2 3.8
Cars 10 f 123
Hotor Cycle/Seacter 9 - 9,5 6
reldge 7 6 a8
Omamants 3 3 3.5
Cycles 9 10 10,8
Musical Instruments 9 9,5 2
My others 4 ¢ 10,9

Houae 6 & 6
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From the Talhle 10,3 4% in clear that moet boussholda
go in for fumiture, utenisils, =nd ormements, Pumiture
vhich ocoupdes the firat place secms o have s high income
alasticity os 1t maintaing 1te renk avan at hioh inoome
level, Utencils alsd sea to bo an ftem of importance under
durzblen.h notzble featute is thak this effluemt cootion
places valua on oold in form of ommnents, Though somding
on omasnents may be vicwed gs a forn of conmicnous

conamption in westem countries, in India omanonds ave on
innlienable part of Indisn heritage for ths wonenfolk ond
possession of mid 48 atdll deaned .+ o sourde of financlal
somrity, In view of the fack that there wvers not adequata
number of observations under sny particular iten mich ag
famiture, car ete, the total durchie exponditure of esch
houselnld has heen concidored for detepnining the influence
of the two main variakles, l.e, fanlly 1ife cycle end agorecsots
4 expenditure { tskeh ag progy for income ),

T ta
v"t‘.

e
A v Fendly Life Cycle end Purchase of Durshles
M

In westem studles the owarship of durahlas has bomn
found %o De strondly influenced bw income and nat worth,
at the influence of othar, non.econemic factors such ag
housalvld sivm, ege of the head, haMtation, vaeried depending
on the naturs of the durables, Thus, Cramer found thst feomily
size influsnced ownotshp of washing machitne, sge ohd
hatitation had affect oh omership of totor cars, vhile
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hobitatlion ond fomily alze vere detemmining faetors in
ovneorsiip of {:ezavimm.é Horgan and others st the Michigen
Survey Research Centre analysod crocs.cection data (1953) ond
found family 1life cydle an important factar not only in the
purchase of durebles, ut sloo in deterining which durablien
would be purchaged, 3, % in particulay, accordiing to Fighsr,

young familles hefd a Sendency to be heavy purchasers of
durable coods even thoudh they may have o be dizsave to o oo,
wharens older femilies make relatively fow dursile gmmha%m.é

In the current study the fouily 1ife cycle was defined
as follows *

Beginning 11fe cycle - Debtusen 23 - 38 Years { sge of
oz of lousehold )

Zwmznding Stage w 35 « 45 Years
Contracting Stage w #5 « 60 Years

To kReep the influence of the variable income under control

the durable purchasers were divided into three income groups
baged on thelr agoregate monthly sxpenditure, nmmely Re,650.1850,
Rg, 18503050 and over R, 3959 and the meahs and mrﬁ,anc:aa

®Cited in Merguerite €. Burk, Consumption Seonomics, A Multie
dicainlinasy A;sgmach. Yew York : Joln Wiley & Song, Inc,,1968,
jo 100»

45, 5.Cramer, A &tatistical Model of the ﬁmsme of Mafor
Cmmner inrzgbles, Cegnbrim;ge 1 University Press, 31562,

%Mmd in R, Ferbey, Research on Houschold Behaviar. Hew “Sfoxk )
Macomillan, 1957,::. 128,




249

calculated soparately for the three life cyeles under ench
income clasz. The following kablo mumarises the figuros
on the au:abia exenditure,

Tahle :10,4s Dmpenditure on mm«as per lousshold
Accopding to Family Life Cvele and Incoma
{in 0Os Rs,)

Baginning Stage  Fapanding Stage Contracting Stage
Hean 8.0, Mo D,  Mpan ERN

Inoome u
. Groups

I 52 70.11 163,182 27,72 36,452 717,21 135,77
{11::39) {i=16) (11=17)

iz 50 24,75 25,302 140,35 253,446 344,24 550,125
{t3=9 ) (91 4) )

T

{2 ) {1 =8) {tt=14)

L W ... ) . o - . . [t e e

analysis of Varionce test was spplied to the three sub.
sanples in income groups T and XX soparately, taking iife
cycle sz the indepondent variabie, However no F.teghk was
appua& to the figuros relating %&m ircoma group IXIY since
for thig group thare waro m!.y two obsorvations in the
beginning life cycle, ﬁ’mca for thia grovp the bogluning
and empand’™: stages were combined, Keeping contraceing stege
gpart, =nd t-test wis spplicd to test the differense in ths
two means thus obtatned, The following table 10.5 2wwa the
remlts of the Futegt { Vide Appanndix Il for originnd dsts ),
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Tgble 110,53 Analysis of Variance Table { Low Income i.e.
Less Affluent) vwith respect to Family Life
Cy¢le and Expenditure on Durables

Sum of  Degrees of Mean ¥
Source of Variation Separes Fr:oeam Square obs
Betwveen Croups 23620, 28 2 11810, 14 ,
0,729
Within Groups 704242,07 49 16200,02
Total 817662,38 51

-&-~~~I~ﬁ“'Qﬂﬂﬂ”“”ﬂﬂﬂnﬂmﬂzﬂﬂﬂﬂ‘“’udn-

Table 310,6: analystie of Variance Tshle ( Middle Income
i.e, Moderately Affluant) with Respect to
Fagmily Life Cycle and Expenditurs on Durzbles

Sum of Degrees of Mean P

Source )on Vaviation Squares  Freedom Squares obg
Between Groups 844030, 38 2 422515.19
, 2.21
Wwithin Groups 8968314,62 47 190615, 20
Total 98312345,00 . 49

Total Velue of F {2,47,.05) = 3,105

2* =‘~ b IR . .. . ... .2 Rl - - 4“ -

The tests chowed that family life cycle as a varigble
was pot gonificant either for Group I or for CGrowp XX, The
following table gives for Group IIT the mean =nd stahdard
deviztion for the tuwo sub-sawples fommed, namely beginning +
expanding, and contracting stages,



Tebilo $10,7: MNoan ond Stendepd Devistion of Dupendi.
ture of Households on Durablas for
Crotp I azcording to Life Cycle (Y008 Re,)
i.e, {Highly Affluent)

B Hagn ' 2.0,
Dogianing + Tmpenddng 10 201,859 330,643
Contraoting 14 236,096 366,901

W WA N KR e MR G A M el wES W W e W W S 6 M A s e e N e e ek

The aclculated tevalue wag less thon T and henoe
not stonifieant, Nence within the high income qroup there
was no Amificant difference betwean tha combrocting sbage

and the earliar stage in the 1ife cyelw. regarding expenditure
on durables. ' '

Thus, ¢ peema that Fondly life cycle hos no  slonificont
influcnce on the oxpenditure on Surables with rempoct to
the affluant section. This may be partly due to the fach
that inataliment purchase is not ems\t:a poralar in our
country. { This is reflected alm in e ﬁmﬁ that except
for tvo cases 1) the durnble purchasen in the sanplo were
on ¢ash baslis J. Again this may be the remlt of the
wddely prevalemt custom in Indin thet young mayried
couplen receive substanédasl cifte of durshles from pavents,,
Incone and Durabiles Purchose | |

Having found that family 1ife cycls waa not dAgmificantly
asaociated with the purchase of durebhles in the affiuent



goction, analysls slong similar iincs wee undertaken with
rogerd to the variohle income { sgaregate owpenditure per
month as proxy ). Schipper has stated 1

‘In the ghort mun, incems 8 relstively unimporéont
in expleining durable expondituve bohaviour,,. The
fact that income 49 fiot a dominont factor in chort
run durshie awpenditure is not surprdsing. A laroe
nunber of agcldental faetors { such gy &l scounts,
gpecial cradit temms, bargein saleg, socidents cto,)
along with factors associated with pelativa need or
saturation with durables are more important in

detemining short mm durable espenditurs of house.
holdsn, *7 |

Indtan studies have, however, chown that in Indis
inome 48 2 sdopificant varlohle in &ha\pumham of
Guramae,

The following teble gives the means and standard deviations
of the outlay on this item in the throe income classes,

Table 310,85 Memn and Standard Devistion of Totsl

B ture on Durables in the Thres
Income Groups (°00 Ra,)

Income Troup f Meen Be Dy b
4 59.389 . 164,450 52
1z 229,648 447,495 g0

b $ ¢ 4 ~ 222,183 267,818 24

75chigpcr, Conzummer Yiasretionary Behavior, amaterdsm : MHorth
{oliand Publ.Co. » 1964,?; 33,

Brational Council of Aoplied Sconomic Research, Al India
Conmumer Exnenditure Survey, Vol.2, New Delld, 1967,p.65.




The lazst affluent group I.. has a mesn sypenditure
of only sbout Ra,60 per household en darables, wvhile
groups IT and ITL gpand more thaon three times this smount,
Since there were three sub.ssples analiysie of varisnce test
was applied to £ind out if the three sub.gomplas could be
deemed to have come from the same population or L£ there was
signi ficant alfference batween the subesumples in the
allocation on durables., If the caidulated F.vzlue was highar
than the critical value $¢ would maan that income was a
datermining factor having cigificant influsnce with regaxd
to axpenditure on durables,

The following table ghows the result of the Fu.test,

Tehle £10,9¢ M=lysie of Variance Tohle with respect to
Income Level and Expenditure on Durables

Soures of Sum of ' Deagrece of Honn ?obs
Varlience Sguares ‘Freadom Sguare ‘
Betwesn 261192, 10 2 430596,0% 4,825
Hithin 12837607.90 128 104290,78

Total 136584500,00 125

Table Veilue of ¥(2,123,.05) = 3,07
P{2,123,,01) = 4,78
The teat shows that income is ddonificont at 0,05 level
oniy, Accenting thet income wps a sionificdant detominant
of durzble purchases in this sffluent section, attampt was



made to identify the inceme classw which spent siontficently
more on this ttem. For thie purpose t-teat using pooled
veriance was done patrvlise for the three incoms gosups,
Betwvemn group I ond group I thers was significsnt
daifgerence ( t,, = 2,55, gréster than table value, t = 2,350
6t 0.01 level ). Similarly hetuweon goous T ond group IXIT the
difforence was statistically simificant { £y = 4.516,
greater table value, € = 2,375 at 0,01 lovel ). Zetwem
groups II ond IIT towever the t.yalue enizulated wne leen
than 1 2nd not gigndficant,

The zesults sagoest that dursbies £211 in the category
of those commadities which have a saturation level ( Type IXI ,
Po 157} . Tis peeme O mggeat that the éxiﬂumt sastion
- prefer to keep their major assets in liquid form rather than
in physical sessts or atlsast do not give undue imporbance
to phycical assets. In this context we may refor to sme of
the interesting rematks of Katona,” He stetes that top
asset holders are inflstion conscious and their investment
policy is deliberately dlrected towsxds the problen of
hedging against tnflation. At the ssne time they sre intexest

conscious, as well as bax consclous., They devots time and
energy to find ways and mems to minimige income and estate
taxss, In contrest to the middle incemo sover, the top sssat

9§.ﬁa~t¢nm The !lass Conmmption Sociaty, W.Y.s HeGraw
ﬁillf}} 19&1' ?0 2120 h
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holdors are concemmed with leaving an inheritance to their
children. Our findings are partly in sgrecnent with the

above remariks,

It is obvicus that with a limited cross.section dsts,
it is not posaible to make g grieater in.depth study of the
putchace of durables, which merits s study b Ltgalf,
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