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Importance of Household Buadget Studles

Historicolly the motivation for early budget stuiies
has been a concem to determine the living conditions of
the wdng ¢lass in order to enmure them atleast o
minimun level of Miving, The emtension of cuch studios to
higher income groups was a Dotursl consequience which geined
momenttn as a result of the realisstion of the multi.
pugrposs uses to vidch daty from such investigations can be
put to. The per caplta constnption cxpenditure 7 and the
quantity of goods ond services vhich fomilies are able to
enjoy wnder shy sconornie systan are important indicators
of the levels of living of the nation, It is in the
regpect thot a continucus sclentific study of family
Su&gat;a sasmmes importance. The need for eondueting such
garvey work on a continuing hasde has boen recogmized by
moat cotiatries snd In gimogst all countrics permsnent or



sunsl-peormanent mirveying orqonizstions hava been sek up
o gather soCio-oroncnic data mx:iaﬁ&aa&m.l

The importance of data on houschold consumption
has besn optly Mohelighted by Prals and Fouthakker
who have smslyzed the fooily lmdgets of 3690 housebolds,?
They list the following reasons t (1) these rescoxis
cast Yght on the conditions of 1ife of the nntion:
(11) they are ngeful for deternining weights An the
caleulation of index nunbers s {111} they are ugeful
for studying Seneumer bohavlour ond deriving laws
therafros econometydenlly ¢ {iv} they are ﬁwful for
mg:k‘et rosearch, ‘Family aapengﬁmm, income and saviag
data are as the hub of a whesl;which radiates a wide
variety of resesarch serving meny different purposes vital
to the health of the economy and the welfore of families, 'S
Current family exmpenditure dzta yield not only infomaption
on the extsting pattems of supenditure Wt ecpn serve for
ccmparioon ws.th dats from earlier stué%iezs. Ench

) x?‘ha ﬁat:ianai Sammle Survey (25) was eatammhec! oy

the Goverrment of India in 1950 under the Pepartment of
Boonemic Affalirs, for conducting surveys o s national basia,
The U35 has complated many rounds in the 1asﬁ threo detades
and provided valugble matarial for much of econometric
anzlyses done in India.

2.:?.&‘ Prals ond i, G, Mouthakkes, The Mzﬁgsis csf E‘amf.lx
Sudgets, with en Aonlication to Two Sritish Survevs conducted
in 193739 mﬁ thel v d@‘ﬂaileﬁ asult:n. Cembridge, 19‘35,59.3%’.

?‘Mra. Helen M, Lamale, Burceu af Lator Statistics, V.5,

Department of Labor, Specch on *Uses of Fanily Emm&itum
Data', 56th annual Hoeting, AHER, June, 1965, (Mimesgranh),




investigetions will indlcats whot improvements have
oscurred in the level of living, bhov any increase in

real inceme is reflected in the fanily's consumption
pattezmn { what porcentage of ths increase 1s alloeated
for physical comforts, basztc needs =nd vhat for lumuries
or stptus gymbols ). Lunzle clagsifies the uses of fanily
axpendlture mrvey dzgt:aﬁnta threa catcgories, as
informational, snalyticzl and operaticonsl, the clacsas
being not mutualiv emlugtvea* Statistical gunnaries from
consuner expenditiure survays provide information on
varied @esﬁims pertaining to consumptlon ~ud saving,
Such statisticn frequently £ind their way into test hooks
oh cunsmer eccnomics end are indisgpensable for fowlly
ﬂnaneial munml},iag; aaiytical use avises vhen
expenditure survey, data ave used with other econcmic

and damagraphic deba to desoribe ond eveluste the economic
status of varicus sections of thé pepulation, At the
micro-level ingdght gained by hone economists from such
adget studiesn w1l =14 them &9 analyze the problemz of
individual fonllies and thean get realistic coals for
improving thedr level ond monner of living, Lot of useful
litersture to housgwives has been compiled thanks to the

. avellability of such data.’

‘tsaaala. 1&&.

sﬁ‘mzy guldence &g vory cuch necded in Indias vhere a
large nunber of tha poorsr sectiong are subiect to dymante
socio-aconomic chonges through the cstabliisinment of new
industries in vhat was orlaineily an sgriculturs.orientosd
area or through migration o such areas.



In this connection the obasrvations made by Bush
with remact to the impommce of dget studles ave worth
noting, sccording to her, ' crods.sectional studles are
basie o d stox:lca;l changes =2nd to foreeasting future
changes, Frowlodge devoloped £ram such studies contributes
o the dopth and breadth of mderstanding necded to annlyze

types of macro.economit problems with conaumption anpects, ©

Heed for the Prosent Study

Consumption gstudies in India wers undertoken seriously
and on a large scale only sftor independence with the

implementation of five year g&maﬂ

The cunhacis hae booent
malnly on ascertaining the consuaption levals of the
majority of the population ond dealt ofton with the lowsr
income groups, bhile with respect to reglonal and
occupational dlfforances imporiant work has béen done Ty
different rescarchers muinly vith tha help of NSS daka,
the studies were limited in ooope 41 the songe thab they
covered industrial workers, midile class fandlios ond

@rilar econonically less sffluentisl aroups, g

among urbhan contres the studies done relgte o najor
clties in Indds, So far no fomily Wudget study hoo bhomn
done for g city like Barcda, degpite the fact that ¥ tho

Svarouerite ©,Burk, Consumption Sconomies : A MUltd-dlscle
plinary Approach, H,Y.: Joies WLLeY & SONS LBC,,1968,p. 171.

733 Dospription of Some Indian Sstudies may be found in

Chopter Thres, roview of literature.




urban configuration of Bayoda is one of the most important
industrial complexss snd educational centres, not only in
Cujarat Wt also &n the entire wvasterm yregion, 8 wm'
location of glent industries such as the Mnjarat Refinory,
Indlen Petro-Chemicals, Sujarat State Fertilizers, Peovy
Water Project on the cutshiyts of the city has given rise
to the developmont of various nenufacturing and sncillary
Andustriow in the city. The existence of the M5,
Univercity of Darods, the only University in Gujnrat State,
which still naintzins Snglish as the medium of instruction,
attrcts people £rom 3ll over India as well as abroad.
Bayodm, thus continues to atbtraot hidghly cualified people
£rom other states, giviag a comopolitan atmosphore o

the clty.

Since no Sanily udoget study has bemn condusted Yoy
Barodn Clty oo €ay, 1t was declidad &0 ocollect dota from
sampis houssholde redavding thelr demogrophic
characteristies ond expenditurs on vordons non-fond and
food 4reme. Ydmitations of time, finanve and work forme
imposed restrictions on the stope of the stady. It was
decided to confine the study to the affluent strofa - .

‘%amc’ia Mandcdral Corporation, N Bagie Pilan for Darods,

A Parspoective for Growth snd Stwucture, Vol,l,Bareds, '1‘9""5?‘;,
jo 3,6¢




of tho society. It 18 those stmate of the moclety vhich
seen o have hoon pffocted most by the rapidly groving
cley,

The Affiuvchtb hmag

N
AN \
This group albeft congtituting ohly & minute

£rackien of the total population { rouchly ¥t ) exarts
nevertheloss a dynzmic and pivotal role in the functioning
of our economy, This segnent which contains the m’&,ﬁ the
yﬁv&% gootor magnates iﬂﬂumms policy decdslions of
the govermment directly or ¢ndivectly, ond clong with the
public gector éiét:emina& the progroess ond welfaore nf the
econony. Thae consumption snd saving bohaviour of this

|\ group of ' top asset tolders ' exert n decisive influonce

on the production front ag well as on ths monckary and

flseal policios of tha government at all levela, 3 €Y08G-
gaction eaapiricsl study of the conzumption patteran of this
slonifionnt gpsup will yield valusble data ond remlts
which é@um be used for multifarious purposes apart from
itg contritution to the exlsting knowledgs of economic
laws ong principlas in the area of conswmption function,
A0 has bean gptly obsarved bY . Katena, ¢ these findings
are important bacnuse twlders of largs asssts though
relatively guall in puwber coptsol o substontial pert of
the nmﬁicn's werith, are much more active tmders than



other poople, -nd exert o great influcnce on the subtoome
of monstary policy thmugh thelir reactions 4o how
mcasires ahd regulations, 9

Gurprlisingly onough very little work has been done
in India foousging exdlusively on the concumption
behaviour of this important group of uppsr income
fadlies of the society, who ' sot as fore-runners of
chehges in demand and consumption, 110 54 15 well kanown
that thdis segnent has benefitiaed gmat:l? from the #ve
yaar plans, s gdditional intercsting featars of this
segrent, oc f£ar a8 Baruds City is concerned, ig o
cosmopoliten charactor, mentioned ahove, The presenk study
wag undertsken to £ill /& this gap in information in the
area of Iudget atudics, the relavance ond importanee of
which deserves better recognition.

Ag a distinet soolal group in the socisty, the
affluent segment is constantly faced with ¢he problem of
matntaining hich stondards of 1iving exmpocted of thom by
socioty. Both in thedr consumption snd ssving behaviour
striving for a better, varied ond hcher quslity of living

g%_oma Eatong, The Mpsy Conopmtion Sodeby, TWew Yok 3
MoGraw 11 Dook Coupony, 1964, £.213.
Opurtecy, op.cit., p.i09,

=}



13 ascired for. Bigelow'! has atutrably nichlighted wme
-of the characteristic festuras of the consumption
ohaviour of fendlien helonging to this group, Adcording
to him funilies in this group will spend enly a» musl)
percentage of their income on physical necessities,will
lay large emphasis on the attairment of intengible
slemonts of gecurity, individusl freeSom and self.ruspect
and will exhindt a wvide range of sovia)l contact vhere
both clothing and shelter will bs selectsd with due

regerd to social demand, Further individual members of
the family will be alloved considexable freodom in theiy
parsonxl expoises snd will bhe ghle to follow & wide range
of personal contacts. There will slm he adequate provision
for the care of health with envhagis on preventive rather
than remedial meagares. Allocstion to reserfes will slso
include sufficient outlsy to mest emargencies, In this
context it is interesting to note some of the obeervations
of Katdna:» |

Top asset holders are inflation songcicus. Thelir
investmont policy 458 conscioualy dlirected towsrds
the problem of hadoing sgainst infiation.

Top asset holders are intepsst.conscious.,

Top ascet holdsrs are tax.conscious. They devote tine
and snergy to finding invastments that serve to
ninimige income and entats taves.

Top asset holdars are concerned with lu‘airiﬁg an
inheritance to thelr children,.They are concemed 12
' with eptablishing and preserving a family fortune,

Hpovard Sigelov, Fanily Finsnce,Chicago:J,B,Lippincott, 1953,
12George Ketona, op.cit. pp.212-13,




Though these generslisstisng heve heen mads on the '
consumption zud saving hehaviaur of the m%erﬁean nopulation
similor troibts woy be observed in developing countrios

like Infia as regards the affiuwit group., It would be highly
interesting to £ind cut empiricslly how far the n€fluent
groun of our country coamares wth cimiler groups in advanged
countries, and to identify - videh is perhaopz more

important - the different factors vhich govern the
conaraption behaviour of this socis) gmup.' Data collected
through such studies would not only contrilnute towards

- gatdistying tha chjcctives of this study, Mt alao serve ag
source of suthoentie information for further research, Othar
posaible contritutions vwhich this study oan meke Tuwe alrsady
boen cutlined cariier.

General Shicetives of the Study

Thinking along these lines led to the formmlation of
the gemersl objoctives of tﬁe study as folldowa, The nain
ohjective war to investigate ompirieslly the empenditure
pattemn of o selocted gronn of Mok income houscholds in
Baroda City on the aslis of dats coliected through the
admindsbration of mn mte:Msw.mheéulmm%ummmm&m,
The data were to be amlyzed to plagent the broad spectpisn
of housahiold expondlture for variocus camoditiscs, food md
non-food, for this group,The suitakility of ths various
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nodela of consunption was to be tasted snd income clasticities
in regpect of gslected yroups of items were o bhe caleulated,

‘ wot| It vas decided to take income [ total expenditure ) as the
LA
& - principal aexplanntory variadle,

&
The specific objectives of the study were :

{1) to detenrine the pattern of éxpenditure of the group
a® a wiole { expressed in the fomn of parcentages of
total expenditure spant onh speelifle goods and
services ) onid pattems of difforent classes of the
group when the group is divided on the hagle of totel
expondi ture, -

{11) to fit ngel cur¥vas for food ond non-food expenditures
{ total as well as for specific items ) taking totnl
expenditure of the hougsshold, sfize of the hwuschold,
age of the head =nd woalth of the hougehold as
sxplonatory varioghles,

(411) to derive incane clasticities for food, €or nen-food
and for gpscific commodities or grouns theveof.

(iv) o Getapmine the nature of the degrea of gssociation -
hetucon the vardsbles, housebold aize, income { totel
expenditure ), zge of the bead, cucstionz) level of
the housevite, ocoupation, food hablt and reglon on
the one hand and concumpticon pattewn on the other hend,

Theoretical considerations and the empirical studies of
other researchers, which is the subject matter of chapters
two snd threes have influenced the fommlation of our hypotheses.
Thase have hech prassnted in o deserdptive form, oo that the
rationele behind cach of them £s cleer,
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g:’_y“poﬁhaaes to ha tostod

The gtudy attempts to answer the following quostions
with referenca to the consumption pattern of the afflusnt
agoup

{1 The ratio of axpenditure on n commodity €o totn)
sxpenditure 18 knowt as Engel ratio and is an important
indicator of consumption level. Mngel's law on food, namely
that propoiticnate smount gpent on food will decvease with
tizing {ncome hag bean found to be frue in 21} aspirienl
studies, This was expected to hold cood i our study tno.
Farthey 4t w11l be of intorest to zgsess to vhot extent the
non-

percesntage spant on food and;food items differs from those of
the lower income groups =

{2 vith thte urban afflient group one could oxpect a
higher rmuality of diet in the ghape of more constmption of
protedn snd vitamin . rich foods and less of ecaresls and
ﬁunsas. In tems of sconamic relationships 4t could bhe
hypothesized that with fncreasing income the pé@lmx&imate
amount spent on fiults, vegobables, milk, milk products, aﬁga
will increpse and corregpandingly there will he n decrense
in the consunption of co¥eals and pulses,

{3 As e natural corollary of hypothesis one the
proportionate smount soent on nonefood should show a risine
trend, The pertinent cuastion here {8 ¢ ovar whet iteng iz tho
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extra nllocation of money Pescurces snread 7 The hnueshold's
gyetam of values will 9f course influence the choice of
preferences, - one fomily mioht be interested in sorial 1ife,
cnothey in travel - but 3s income noves npwards, one may
reascnably expsck that with regpect to items of exponditure
related to social prestige there would be positive ssscciaztion
hetween income and their consumption, Such items of
exoenditure are firat =nd foremost housing { rent, utilities ),
then domestic servants and convevancs, It is possible that
clothing too flgures in this group.

Under the gassmption that total {ncome 1= zn indicator
of the ‘ma rani; of the fgmily, vhile por copita income i85
an indicator of its consunption level, 1t wag decidad o
test the hypothesip separately for three entooories of income
levels, GroumwsX, IT and IXX, within the pms;mﬁ sample of
affivent households. ( The gm:ipa may be fermmed s less affiuent,
moderataly affiuent snd highly affluent ), 4

(4) Hext to i‘ﬁm, fandly siza is an obvious candidate
for tnvestigation as a determinant of conwsmption exsonditure,
sspecially food. Ignoring individual varistions, ehdidren

are ¥nowt to congume loss food then sdultas and airllarly
wonen less i:‘nan‘ men, On the other hand, botdes thoungh
consming less, might be conswndng mora mpensive food, The
cost of an additional child to the family has bemt the focus
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of interest in some studicu. Sreenivesa Iyengax found
in his study thot fanily size had negative relationship
vlth nilke and milk products,!3.In the case of ttens
which are relative lumurice for the poorer sxwioc.economic
groups, the apsociation will be negative since with
incresving fanily size there will de s gwlichover from |
lusuries to noosssities. Since the affluent section,
howsver is not financlally constrained to feim?rfawlwm
over, it may be expected with this group that fomily
size will have positive influcace on tho consumption of
these gocds and sexvicaes.

{5) age of the head of the houschold is related to
the different shtages of the family 1ife cycle. Thus, it
iz a differential vhich affects the wenis.hieramhy of
houascholds for different types of goods and services.

In ths beginning of the 11fe cycle the demonds of schooling,
porsonal conforts ( honsshold dursbles ), ete, lay claim
to the fomily's rupes, while at later stages concem for
security, assets formation for the benefit of the
children etc., pradominates, flence the age of ﬂﬁ) head

of tha lousehold, tsken as sperational varlable for the
fanily life cycle, could be expected to have dlfferentiasl

134, sreentvasa Iyengar, L.E,Jain, ond T.K,Srinivassn,
'Zoonomies of Scale in Houschold Consmuption, A Case Study, !
The Indlan Scononie Joummal, Yol , 2V, No,4, Julp.Sept,, 1967,
Dpe 465477, :
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efiects on tha consunption pattern of the affluent house.
holds depending on the natude of the goods and services,

{6) The wealth of tha lousehold is a key faotor which
moulde the econonic hehaviour of the Mousehold a2nd has
profound influence on the lengetem coals of the family,
Wealth can have over-riding effact over the negstive
trangient effsnts gsl?igggme. The consideration of wealth
as a factor will teke caore of the ';mmmt income' status
of the family, As total expenditure has beon taken as nxowy
for income, some correlation is to be exported hetusen this
varizble and wealth of the hougehold, Hevertheless wealth
could be expected to have positive sigificant influence on
the conocumtion of itons which aan be texned as denoting
social prestije end involv:tng grester enmay of ssmenditures,
Betiy, e, conveyanca ate, '

{7) vIn postwar decades greater aktention bas besn pald
to the impact of varigbles such as region of origin, ethmic
hackaround ete. Ffor the curvent gtudy the variables proposed
to be investigated wore s

region of origin, dietary habits { vegatarian / none-
vegatarian), ofuoztional lovel of the housesife, =nd
cctupation of the hecd of the household,

Reglonal facktor has bhosn found to be 2 dAomificant factor

14

in food consumption,”” Ap our sample congisted of fanilies

"‘%vm&m ii.mpﬁa. Conmmption Pattorns in Indla, A Study
of Interregionsl Variations, Pombay: Tata MeGraw 11 Publ,; 1973,




15

from different regions of Indlg, with some, predominantly
rice-eaters and some, predominontly whest.eaters, the

- consumption of cereals tms choasn for agsessing the influence

T& o™ }3
1

*L
A

of the rogional €actor, It was expected that thisg variable
would have a riold Mwid on the consmywbion hohaviour of

the families snd migration to a vhent.cating area { Cofarat )
wuld have bad no sinificent influence on the conounption

of rice,

Honwvegotarisn €anilies are generally held to spend
more on food, due to zdditional exmpenditure on maat ate, A
more intaresting question in this contaxt is : doag the
consteaption of animel fond involve gmag&:&r expshditure on
other food items, soy frultes =nd vegetables, of}, milk,
etc. Are there any stonificant differsnces betvesn the
food consunption of nonevegetarisns and vegetariens, hasting
mezt, fowl, =nd £figh ?

Witk regard to educationsl level of housewdfe ono
may argue that Muéewwas;* vwho hows graduated, tﬁat iz
received formal education ave spt ¢o dimplay an enlightened
attitude towards the nutritional aspect aof food consumption,
If that were the case thén gradfupbs housewlves should
consume significontly more proteln and vitonin rich feods,
while hougewives with lass education including illiterate
- housewives might be expacted to snend more on cariohydrates
( ceresls and pulses ).
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Cecupation has been found to ke a si;:mificanﬁ factoy
by Balvir sinch. 15 in discussing the possible 1q£1uanca
of this variable on conaumption, one has to weigh the
effoct of two faeokn, nemaly that the heads of the housshoida
under investigation bzlong to the vhite collar category, -

- being mainly engineers, Mucinsmmen, iawyere snd seeondly
éhm; thay bhelong to o highly affluént urban group, It Lo
however 1ikely that self.anmloved professionale ( doctors,
lowyers, =nd businogssen ) mnamk themselves to be socially

higher than the eaployed persons, If that were trye then
householdy of szif.cnnloyed profesusionals would spend more
on rent, clothing, conveyencs ( items indicating cocial

‘statis }. The hypothesis thet ocoupation i3 o detemminant
of eansﬁnptim of éattam non=food items ham t’hémfam to
he tesheﬂ; A similor arguaent could spply to food ;t&ems
o { sedentary nature of oocupation, oler¥s scte,, ond
occupation invelving hgh pressure wvork dempnding lot of
energy J.

Soheane of tho Work

The reaults of our servey aiv presented in this work ia
eleven chapters in all, of vhich the first four ave of sn

introductory nature, the remaining constituting our findings
15 Balyiy Siagh, A -

L Enle of Ocoupational Pactors in Household Conmemption, ®
Indiezn Teoncrde Review, Vol.3 (Hew Series), 1968, po, 85»11?3.
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and conclusions. After justifying the nsed for sueh a

study and gpaclfying our obiectives and hypothesss in

e!z@ta: ans, we briefly comment in ctia;#ts.‘ tvo o mme
theorutical aspacts pertinmmt o our study followad by »
review of carlier studies in the sext chapter. Chepter four
concemnes dtself sdth the design of our stufy describing the
saopling frane and tsonicue sdopted, concepta used end
mothods of shalyses employed, e coismence presmtation of
our f£indings in chapter five wlth & descyiption of the
socdosstonamis snd demograpiia backqground chafecteristios of
the ameple housstolds, The next chapter hrings out the
conmmption pattem of a typical wfflumnt housetiold in the
form of Engel ratios on Aifferent gqoods end services, Chapter
seven 1n devoted to the ealysis of the influsnce of regional,
mocial and ocoupationsl factors on masumiion on selacted
fo0d and nonefood itens, The velationship betvews commodity
@M«megn and income levels foms tha sibjact makter of
chepter eight, In chapter nine we deal with the deteminants
of conaummption exponditure of the afflumt growp with the
help of ”momtxw modale, snd estinates of marginegl
propmatties to conmme mnd incoms elastinities datived
tharefrom. Chapter ten relates to the purchase of durables
1y the swmple housebolds within ofie yeer prior tn the dste of
the inquiry. The #ins) chopter mnbodios the summary of our
remilts with some recomendstions for further resecrch in

. this area and sdth the afflusat group,

i
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