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Importance of gfeusebold Budget studies

Historically the motivation for early budget studies 
lias been a concern to determine the living conditions of 
the ’working class in order to ensure then atleast a

\minimum level of living* fh© ©jtfecrtsioa of ouch studio® to 
Mgher income groups was a natural conseeponce which gained 
momentum as a result of the realisation of the multi­
purpose use® to which data from such investigations can be 
put to. ®h© per capita consumption ©spend! ture 0 end the 
quantity ©f goods end. services which fceutlles are eM© to 
enjoy under any economic system are important indicators 
of the level® of living of the nation* It is in this 
respect that a continuous scientific study of family 
budgets assumes importance* She need for conducting such 
survey' work on a continuing bad® has been recognised by 
most countries and i-n1. almost all countries permanent or
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gu^st-pezmeaent surveying orgsniaaations have been set up 
to gather socioeconomic data periodically.1

Th© importune© of data ©n household consumption
has been aptly high-lighted by Praia and ?butha!dcer

who have analysed the family budgets of 3Sm households*
They list the following reasons * Ci) these records

cast light on th© conditions of life of the nation;
Cii) they are useful for determining weights in th©

calculation of index numbers ; Uiii they are useful

for studying ooneumor behaviour and deriving laws

therefrom ©eonomefcrieally ; Civ) they are useful for

maxfcet research. ‘Family esponditur©, income and saving
■from.

data are as the hub of a wfceel^wbich radiates m. wide 
variety of research serving many different purposes vital

3to the health of the economy and th© welfare of families* * 

Current family expenditure data yield not only information 
on the existing patterns of expenditure but es» serve for 

cctaparisca with data from earlier studies, such

%h« National Sample Survey VSSS} ms established by 
th© Government of India in 19SQ under th© Pepartmenfe of 
Bconcmic affairs, for conducting surveys on a national basis. 
The siss has cos^l«t®3 many zounds in the last three decades 
and provided valuable material for mush of econometric 
analyses dan© in India.

23#<F.Prais m& £l»s.Bbutftai&er* The Analyst© of Family 
Qudoafcs, with m Application to Two British Surveys conducts 
in 1937—39 and their detailed Besalta. Cambridge, l3S5,p.3£f.

^*r®. Helen K„hartal©, Bureau of Labor Statistics, V.s. 
Bspaztraent of Labor. %eech ©a ‘Uses ©£ hastily Sspandltur© 
i>ata‘, 56th Annual Meeting* mm, >Jhne, 1965, (Mimeograph).
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investigations will indicate what is^roveiBGnts have

occurred is the level, of living,, how any increase in

tea1 income is reflected in the family*s consumption
pattens i what percentage of the increase is allocated

for physical comforts, basic needs and trihajfc for lumrtee
or status symbols ) • hemal® classifies the uses of family

expenditure survey <S«ta into three categories, as
informational, analytical ana operational, the classes
being not mutually exclusive.4 Statistical summaries from

consumer expenditure surveys previa® information on

varies qjuesticns pertaining to consumption ana saving*
Such, statistics frequently find their way into text boohs

on consumer economics end ere indispensable for family
financial counselling* .analytical use arises when

expand! tore survey,, d&ta are used with other economic

and demographic data to describe and evaluate the economic
status of various sections of th# population, at the

micro-level insight gained by ham© ©conceal sts frees such
budget studies will aid then to analyse the problems of

individual families and then set realistic goals tor

improving their level and manner of living,, tot of useful
literature to housewives has been compiled thanlcs to the

savailability of such data.

SFamily guidance is very much needed in India where a 
large number of the poorer sections are subject to dynamic 
socio-economic changes through the establishment of new 
industries in what was originally an agriculture-oriented 
area or through migration to such areas.
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In tMs connection the observations made by Sutfe 
•with reapaet to the importance of budget staaS.es at© worth 
noting, According to bar# * cross-sectional studies ana 
basic to historical changes and to forecasting future 
changes, Knowledge developed fnn such studies contributes 
to the dopth and breadth of understanding needed to analyse 
types of macfo.©ecmef»le problems with consumption aspects, *

«eed for the Present Study

Consumption studies in India were undertaken seriously
and on a large scale only after independence with the

*1implementation of five year plane* The emphasis has been 
mainly on ascertaining the consumption levels of the 
majority of the population and dealt often wifch the lover 
income groups, while with aspect to regional end 
occupational differences important t»fk has been dose In­
different researchers mainly with the help of uss data#
the studies were limited in scope la the sense that they 
covered industrial workers, middle class families and
similar economicsXiy less sftfluenfciei groups. 1

‘*nong urban centres the studies done rotate to major 
cities in India, So far no family budget study ha© been 
done for a city like Sereda, despite the fact that * the

<—..wunw mtin III I »«iri i» mmi w*rMarguerite e.Burlc, Consumption Sconccdce s & Multi-died* 
olinary reproach, ff. Y,»’ 1«Tolmrr®^',*& ’sons Inc., S9sCp* IH-
M Usseription of Some Indian studies may be found in 

Chapter Three, review of literature.
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urban configuration of Baroda is one of the most important 

industrial complexes ami educational centres, not only in
aGujarat but also in th© entire western region, * The

location of giant industries such as the Oijfarat ftefinory,
\

Indian Petro-Chemicale, Qujerat state Fertilisers, Heavy 

Water Project cn the ©utsSdlrts of the city has given rise 

to the develoment of various manufacturing ana ancillary 

industries in the city* The existence of the M*s,

Mni varsity of Daroda, the only university in Gujarat State, 

which still maintains tanglish as the medium of last ruction, 

attracts people from all over India as xmtl as abroad, 

Baroda, thus continues to attract highly qualified people 

from other states, giving a cosmopolitan atmosphere to 

the city.

since no fsnily budget study ha© been am®voted for
Safcde City so far, it %ms decided to collet data frets

safsple heuseholdc regarding their demographic

characteristics and expenditure on various noiwfood and

food items, limitations of time, finance and uoslt force

impoaad restrictions tm the scope of the study. It was
decided to confine the study to the affluent strata

' %aroda .Municipal Corporation, a Sasic Flan for Oarode, 
A Ferspactlva for Growth and Structure, Vol,l,9amSe,i97$,
p* 16.
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of the society;, it is those strait® of the society tMcfe 

sees to have been affected most % thu rapidly gtoting 

city.

_1 i The Affluent ts«3^p

/l^V A This group albeit conefcitufcing only « minute 

fraction of ths total population < roughly js$ > esaarts 
nevertheless a dynamic ana pivotal ml® in the functioning 

of our economy* This segment mfcieh contains the bulh of the 

private sector magnates influences policy decisions of 

the government directly or indirectly, and along «ith the 

public sector determines the progress and• welfare of fch© 

economy. The consumption end saving behaviour of this

(
group of * top asset l»lders * exert a decisive influence 

on the production front as well as on fch© monetary and 

_r_ fiscal policies of the government at all level a, a cross- 

sect!on empirical study of the consumption pattern of this 

significant gmup will yield valuable data and as suits 

ishieh could be usd for multifarious purposes apart from 

Its contribution to the assisting hnowlcdgo of economic 

lews and principles In the area of consssnption function. 

ao has been aptly observed fey • Catena, * these findings

are important because holders of large assets though 

relatively small in number control a, substantial part of 

the nation*© wealth, are much more active traders than



otlier people, and exert a great influence on the outcome 

of monetary policy through their reactions to time 

measures ana regulations,

Surprisingly enough very little wotk has been done- 

An India Reusing ©ssclaalvely on the consumption 

behaviour of this important group of upper income 

families of the society, who • act as forerunners of 
changes in demand and consumption, * *10 It is well ifcnovn 

that this segment has l*aa©fit#e& greatly from the five 

year plans. An additional interesting feature of this 
segnent,'as far as Batoda City is concerned, is its 

cosmopolitan character, mentioned above, The present study 

was undertaken to fill this gap In information in the 

area of budget studios, the relevance and importance of 

which deserves better recognition.

As a distinct social group in the society, the 

affluent segment is constantly faced with the problem of 

maintaining high standards of living ejected of thorn hy 
society. Seth in their consumption end saving behaviour 

striving for a bettor, varied and higher quality of living
mr0mmi*m0m*?+mmrmm* n uw«M«iw*tu»i fair* ,^'i«.o<wiwpjwwi*iaw<r-^M>,'i' »»M«ittrtiV*onBi »seri;ww>n#>i^wyBnwu»iniii>

n^©eorgo Katana, ihe f-fesa Consumption Society, Sow '/otfc s 
MeGrai# Hill Soak Company*1"' Iflfe*.' p.2t3^

ift
* Onritev op.eit., p.109.
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is aspired for. Sigelow1* ha# atotrsbly highlighted some 
-of the characteristic features of the consumption 
behaviour of families belonging to this group. According 
to his families in this group will spend only a mail 
percentage |>€ thair income on physical necessities,will 
lay large emphasis on the attainment of intangible 
elements of security, individual freedom and 
and win eaAitdt a wide range of social contact where 
both clothing and shelter will bo selected with duo 
regard to social demand* Further individual mosbora of 
tho family will bo allowed considerable freedom in their 
personal expense* and Mill be akdt to follow © wide range 
of personal contacts, inhere will also be adequate provision - 
for tho care of health with emphasis on preventive rather 
then remedial measures. Allocation to reserfes will also 
include stiff intent outlay to meet emergencies. In this 
contest it is interesting to note acne of tho observations 
of Katana;

Step asset holders are inflation conscious. Their 
investment policy is consciouely directed towards 
the ptob3.es of hedging against inflation.
Top asset holders are interest-conscious. •
Top asset holders are ten-conscious. They devote time 
and energy to finding investments that serve to minimise income and estate tares.
Top asset holders are concerned with leaving m inheritance to their children..They are concerned 19 ' with establishing end preserving a family fortunes*

^Reward tlgslow, Family Finance.chicag&a*T. B.&ippineott, 1953.
12Qeorge Katona, op.cit. pp, 212-13,
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though these generalisations havo been made on th® 

consorrjption and saving behaviour of the American population 

similar traits may be observed in developing countries 
lit® India as regards the affluent group* it taoUId be highly 

interesting to find out aapirieally how far th© affluent 

group of our country cempareii with similar groups in advanced 

countries, and to identify - which is perhaps more 
important i the different factors which govern the 
consumption behaviour of this social group. &afc& collected 

through such studies would not only contribute towards 

• satisfying the objectives of this study, but also serve as 
source of authentic infosraation for further research, other 

possible contrlbutiona which this study can make have already- 

been outlined earlier.

General Objectives of the Study

thinking along these lines led to the formulation of 
the general objectives of the study as fellows. The main 

objective was to investigate empirically the espm&itur© 

pattern of sx selected group of high income households in 

Bamda City on the basis of date collected through, the 

admtni ©tration of m intervi €&?- ocheftul ©~curw^iestion»ai re,
“She data were to be abaiysed -to present the broad spectrum 

of bouseibold expenditure for various eosmdlties, food ana 

non-food, for tMs group,The suitability of the various
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models of consumption m© to be tasted and income elasticities 
in respect of selected groups of items wse to be calculated.
It was decided to take income C total e^enditttre ) as. the 
principal explanatory variable.

The pacific objectives of the sfcu% were :
Ci) to determine the pattern of ©spanditur© of the group 

as a whole I expressed in the form of percentages of 
total esspeaditure spent on specific goods and 
services ) and pattern© of different classes of the 
group when the group is divided on the basic of total 
©spend! turn.

(ii) to fit sngoi carves for food and non-food easpendtturea 
i total as well as for specific items ) taking total ' 
expenditure of the f^usshold, sdso of the household, 
age of the head end wealth of the household as 
cap!cantor^ variables.

(ili) to derive income elasticities for food, for non-food 
and for specific coasnodities or groups thereof.

(iv) to determine the nature of the degree of association ' 
between the variable©, household sise, income ( total 
©spend! ture l, ego of the head, educational level of 
the houaewi4©, occupation# food habit and region on 
the one hand and consumption pattern on the other hand.

Theoretical considerations and the empirical studies of 
other researchers, yhieh is the subject matter of chapter© 
two and three have influenced the formulation of our hypotheses. 
These have been presented in a descriptive form, so that the 
rationale behind each of them is clear.
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tfepothege© to be tested

The stu<Iy attempts to answer the following questions 
with reference to the consumption pattern of the affluent 

group *
<1) The ratio of expenditure on a commodity to total 

esspenditur© is Tmo-m as shgm ratio and is aft important 
indicator of consumption M, Kigali9 0 law on food, namely 
that proportionate amount spent on food will decrease with 

rising income has bean found to he true in all osplrieal 
studies, This ms suspected to hold seed In out study too, 

further it will he of interest to assess to what extent the
rton-

percentage spent on food and/food, items differ© faero those-of 
the lower income groups V

(2* «ifch this urban affluent group on© could <@s$>©et a 

higher quality of diet in the shape of more ccnsumpfeion of 
protein and vitamin « rich foods and less of cereals and 
pulses, In tens© of economic relationships it could he 

hypothesised that with increasing income the proporfeionato 

amount s^snt on fruits, vegetables# mill?, milk products, eggs 
will increase a»€ correspondingly there will he a decrease 
in the consumption of cereal© and pulses.

(3) h» a natural corollary of ? hypothesis one the 
proportionate mount spent on non-food should show a rising 
trend, The pertinent question here- Is * over what items is the
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extra allocation of money resources spread ? ’fh© household's 
system of values vjttl ©S course influxes® the choice of 

preferences* - one family might be interested in social life, 
another in travel - hut as income moves upwards, on© may 

reaflanably espeefc that with respect to items of ©s^endltur© 
related to social prestige them %mv&6, ha positive association 

between income and their consumption. Such items of 
©spenditur© am first and foremost housing ( rant, utilities ), 

then domestic servants and conveyance, it is possible that 
clothing too figures in this group.

Ohdar the assumption that total income is m indicator
i

of the social rash of the family, while per capita Income is 

m indicator of its consumption level, it t-ias decided to 

test the hypothesis separately for three categories of income 

levels, Groups!, 12 and ill, within the present sample of 

effluent households. ( The groups may he termed § less affluent, 

moderately affluent and highly affluent ).

C4) next to itteptn®, family sis© is m obvious candidate 

for investigation an a determinant of consumption expenditure, 

©specially food. Ignoring individual variations, children 

ace imom to consume lees food then edults and similarly 

wemm less than man, Or* the other hand, babies though 

consuming less, might ba consuming more mspm^m food. The 

cost of an additional child to the family has 'hem the focus
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of interest in some studies* Sreenivasa Iyengar found 
in hi® «ta% that family Mm had negative relationship
with milk and milk products*13 In the case of f tests

\

which are relative luxuries for the poorer eaeio^econoraic 
groups, the aasaelafeion will be negative since with 
increasing family size there will be a switchover from
lumirles to necessities. Since the affluent section,

ahowever, ire not financially constrained to follow^ switch* 
over, it may fee expected with this group that family 
size will have positive influence m the consumption of 
these goods and services.

<SJ ngG of the head of the household is related to 
fch© different stages of the family life cycle, Thus, it 
is q differential which affects the wants-Merarehy of 
households for different types of goods end services.
In the beginning of the life cycle the demands of schooling, 
personal comforts ( household durables ), etc, ley claim 
to the family*s rupee, vnile at later stages concern for 
security, assets formation for the benefit of the 
children etc, predominates. Hence th© age of the head 
of the household, taken as operational variable for th© 
family life cycle, could be exacted to have differential 

1%.Sreenivasa Iyengar, &,R#Jaln, and T,R„ srlnivasan, 
•Bconcssies of Scale in Household Consumption, ?* Case Study, * 
the Indian jSeonomic Journal,, Vbl.KV, So, 4, July-Spot., 1967, 
pp, 465»4?7, '
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©ffecfca on tho consumption pattern of the affluent house* 
holds depending on the nature of the goods and services*

<65 Th© wealth of the household is a heir factor which
mould® the economic behaviour of the household and has
profound influence on the long*teen goals of the family*
Wealth can. have over-riding effect over the negative

current
transient effect© ©^income. The consideration of wealth 
as a factor will take'car© of the * permanent inewae* statu© 
of the family. As total expenditure ha© boon tafcen as prosy 
for income, mmm correlation i© to he expected between this 
variable and wealth of the household, Nevertheless wealth 
could he expected to hava positive significant influence on 
the consumption of items t&iich can he termed as denoting 
social presfc Ige end involving greater outlay of expenditure,
.©,g, rent, conveyance etc,

i

(?) In postwar decades greater attention bae bean -paid ' 
to the impact of variables such as region of origin, ethnic 
background etc, tor the current study the variables proposed 
to he investigated wore s

region of origin, dietary habits i vegetarian / non- 
vegetari an), educational level of th© housewife, and 
occupation of the head of the- household.

Regional factor has been found to he a significant factor
in food consumption.14 A© our ©ample consisted of families

l%evGndra B, Gupta, Consumption Pattern© in India, a Study 
of Interregional Variations, Bombay* Tata MeOraw -^ill Publ,, 1973,
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from different regions of Indie, with am@t predominantly 

riee-eaters and some, predominantly whesh»eater0, the 
■ coo sumption of cereals ms eboam for assessing the influence 
of the regional factor* 1% was expected that this variable 

would have a rigid hole on the consumption behaviour of 
the famine© an# migration to a t^cat-eating area ( Oijarat ) 

would have bad no significant influence on the consumption 

of rice,

non-vegetarian families ere generally held to spend 

more on food, <3*1© to additional ©standiturn on meat etc, h 
more Interesting question in this context is * doog? the 

c<m sumption of animal food involve greater espmdZtnve on 
other food item®, say fruits and vegetables* oil, milh, 

etc* Are there any significant difference® between the 

food consumption of non-vegetarians and vegetarian®, barring 

moat, fowl* and fil^h ?

with regard to education®! level of housewife one 

may argue that housewives? who have graduated, that is 

received formal education are- apt to display an enlightened 

attitude towards the nutritional aspect of food eon sumption* 
If that were the case then graduate housewives should

1 consume significantly more protein end vitamin rich food©*
<y 1

| while housewives with less education including illiterate 
'.,.J housewives might be expected to ®send more on carbohydrate®

( cereal© and pulses ),
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occupation has been found to he a significant factor
■iC% Oalvir Singh. * Xn discussing th© posable influence 

of tMs variable on consumption, one has to weigh the 
effect of two facto, namely that the heads of the households 
under investigation belong to the white collar category, 
being mainly engineers, liasdnesaraen, lawyers and secondly 
that they belong to a Mghly affluent urban group, it is 
however likely that self-employesl professionals < doctors, 
lasers, and businessman > consider themselves to be socially 

. higher than the employed persons. If that were true then 
households of self-csiployod professionals would somS more 
on rent, clothing, conveyance < items indicating social 
status h Hie hypothesis that occupation is a determinant 
of consumption of certain non-food items has therefore to 
be tested, & similar argument could apply to food items 
too ( sedentary nature of occupation, clerks etc,, and 
occupation involving high pressure wo‘rk demanding lot of 
energy ),

scheme of the t*orf;
t%® results of our survey are presented in this work in 

eleven chapters in all, of which the first four are of an 
introductory nature, the remaining constituting our findings

liatv!* Si'*$hr

of Operational Factors in household Consumption, * Indian Seonegaie Review, V©1,3 <R«*? Series), i§S8,. pp, 88-110.
1



and concluidons. aftor justifying tlso »s*& for sael* * 
study «ad spading our objective* an# bypotbssae in 
cfcsptor one# w* briefly asoasnt in ettsptor tun on mm» 
theoretical nonets ptrtSfiMt to. on* study foUesud ty m 
xmtmt of earlier studios in tbo nw& ^Sieptor* chapter four 
eonowns itself *lth tfcs design of our study dtsedbing tbs 
•sapling trass end tscAsriUsw adopted, concepts used and 
method* of «nalysss supioyod* **» deummm presentation of 
our findings in chapter fife *dth & description of the 
oodto»ooooaraict end demographic background character* sties of 
the ampin household**, the nssfe chapter bring* out the 
oanaoaption pattern of * typical effluent household in the 
focn of iShgeil ratios on difftMit good* and. serelces,. Chapter 
nwo is denoted to the analysis of the influence of regional# 
sodal and ©cautioned factors on consumption on selected 
food and norwfood iteas* ffcs relation ehip between cxamnsdit^

1P(HX^SUrvBBfCHijUs ?SrM3 JJRl'OCJRWP JtlWWsWL 0 ^EfJB® «*»•§ !05fi^Iw>w3P

chapter eight* in chapter nine w» deal with the determinant« 
of cwmauoptioo o^pandltutrs of the attaint group with tbs 
help of «ooi>oiB«teio wodeie# and estimate* of margined

]

propensities to eaa*#ae and income elasticities defivsd 
ths*e£«xa* Chapter ton relate* to tbs purdmso of durable* 
by the semple household# within one year prior to the date of 
the inquiry. 2he finot, chapter embodies tbs summary of our 
results with some mosemmSatlmm for fnct3a* research in 
tlds area and tdkfc the affluent group*


