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It is possible to obtuin a series of uygregute privaie consumption expenditure based on NSS data
‘his series does not vary materiolly from the series obwined from

Jor the prriod 195354 o 196364
official Al

nutional income siatistics.

The series und its commudity components huve been deflated to find the chunges in levels und cost of
living over ihe period. The commodity items huve been groiped both in truditiondl cutegories und under
assentiad amd non-cssentiud distinguished on the busis of cross-section expenditure fla.uin'll'ﬂ

[Thu paper wax presenied at the tenth general confe

of the

for Re.
.mvrll in Income und Wealth, Maynooih, Ireland, August 1967, and is being published with the Associa-

tion's concurrence.)

IT s possible 1o estimate private
consumplion eapenditure in Indis from
o eatirely independent bodies  of
satislics.  First, it can be denived from
tho official national income estimates
based mainly on production and income
dus by uking out government
consumption and capital [ormation.
Second, it can be obtained by blowing
up the Nationmal Sample Survey {NSS)
aotmatw  of per  capin  private
consumption cxpendilure,  Either way,
ihe ostimates obiined arc at current
prica, and it is not easy lo deflaie the
srics 30 a5 to obain the changes in

of the paper. Since the mrvey estimales
are based on two inlcrpenctmting
independent sub-samples cach furnishing
s valid cstimate of the population
parumeter, it is possible 10 make this
comparison in B MOre rigorous manner
than it is  usually possible for such
aggregative sualistics.  When our inlerest
centres round comparability of itwo sets
of dala on consumption expendilure,
it is wfficient 1o work in lem of
current prices.  Consequently, we have
not intreduced the question of deflation
at this stage.

Section 111 of the paper ia concerned
with the problem of deflation. Here

@l terms. M private
cupenditure is laken a3 an aggregale, it
is ponible, huwever, to work out an
indirect deflator by making use of Ihe
defators relevant for national income,
apital formation and

wo consider lhe deflation of aggregate
. . h

of
degived [rom the official national income
smlistics as wel) a5 from the sample
surveys. We then pass on lo the
dedl on of the survey ecstimates by

consumption, of which only ihe first two
are teadily available in India and the
hind can be approximated by the
defator of the contribution of gov-
ment administration to net domestic
product a3 implicit in e revised serics
of mtional income worked out by the
Central Satistical Organisation (CSO)
This procedure obviously breaks down
when deflation s sought for certain
clusey of goods a0d services. Availablc
comumer price index numbers arc all
urban in chasacicr and relato frequently
Io resiricied markets, ¢g. to working
clacsss, eic.  As such, they do not
fumish adequate deflators  at  the
rational level for items of consumption
uken individually or in groups.

The cenlral  theme of the present
mper it the problem of deftation of
bousehold consumption expenditure. But
bdore we comsider this problem, it is
of some intorait 1o 3¢ how far the
otimates prepared on he bashy of
miiopal Income  stalistics tally with
tose based on tha mmple survey.
This will bo the comoern of section M

proups  in
section IV. The survey questionnaires
include dats on quantities in addition
10 valves for various ilems of consump-
tion and conscquenily il is possible to
obwin the weighting diagrams as well
s the prices (rom the survcy dala. We
bave made usc of (his material apd
obtained & deﬂlled estimate of house-
hold ' for the

cstes mre al least commersumte with
the increase 1a the price ndex pumbens
of the asential goods and servico. [
this i done, then the infationary con-
sequences of the oullays would not cut
into the level of essential comsumption
of the populalion cven when there is
n decling 1n the ceal feved of Yiving.  For
this, in section V, we have siudied the
index numbers by two groups of items
of consumption, essentials and non-
cusentlals. We have don: this on the
basis of a subjecive classification of the
items of contumplion. In sddition, we
have formed Ihese groups on the
basis of crosysection elasticities of Ihe
items of consumption. In this case, the
peocedure s objective except for the
cut-ol points which are determined
arbitrarily, The last section furnishes
a brid  summary of the important
reults.

)14
Comparison of Estimates

An atiempt has  been made in this
soction to work oul estimales of
bouschold consumption expenditure of
India or the period 195354 1o 196364
on the basis of the NSS consumption

year 1960-6] with [953-54 as basc largely
based on the survey dals. Al this stage,
wo have preented  the cstimates hy

inal classes of

data rclating to  the

houschold  sector.  The  cstimales
obiained in this mannesr have been
compared  with  (ho  estimates  of

i i derived {rom

such as food, ciothing, ctc, separalcly
for urban and rumi sreas. Tho overal)
deflators obtsined in this manner arc
comsumer price index numbers covering
the entiro body of private consumers
in urbao or ruml arcas. Such index
numbers are {requently used lo exa-
mine whether the wage ryles are keep-
ing pace wilth cost of living.

Jn a siluation in which jargo-scalo
outlays are uaking place in connection
with national planning as weil as for
defence purposcs, it may bo desirablo
to cosuro that the increaso in wago

the official and revised cstimates of
nations) income prepered by CSO. All
Agures in this  section are given al
current prioes, sinéc the purposs here
is to comparo the estimales of privale
consumplion cxpenditure obtained from
tbo two sources,

To obtain comsumption . expenditure
ot market prices from nationsl income
at factor cosl, ono has to deducs (i) net
capital formation, (fi) exporta of goods
and services including factor paymeats,
{iii) goveroment consumplion snd {iv}
subsidies and add, (v) imports of goods

1nn
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counting and adjustmests arc peceasary

MARKET PRICES to avoid this The cstimale of
Bastd on NSS snd Official National Income Sources deprociation s weak in the absencc of
(in Rs abja) reievant data but the aggregate Hgurc
is porbaps not unreslistic.
Yar NSS G0 Al other i Yisted uodes
§81 _S§z_ Comb ~ »Omiid_ Revised  jtems (i) 1o (vi) are based on cither
1 s ) 4 5) ®)  publshed govemment sccousts or
”(”) m ::: :’; :“ ;I ©) P blshed balanco of payments sutsio
. S 8 . ns i i
1954.58 0 839 09 83 e e e o
198536 887 570 84 83 1.0 condored Ry more or 1 aalls htory.
1936-57 N7 78 918 100.2 940 The difliculties here do not relate 10
195758 1015 982 1000 108) 90 avalability of suatisties but to ceruin
1938.39 1098 e liog 3B concepal mate
195960 1143 us. 14, 1166 an ;
1960:61 23 om0 @2 o pa o to s o cample onc wd
difficulty centres round the concepts of
191-62 125 1260 1288 1339 na il e
196263 11 149 1334 133 na  indirect txes wnd subsidies affecung
196164 1407 ) 1306 1316 na  the ovenill walidity of the esimae ol
o n marka
s = " -
N rer AV the tmo of the proparaton of this paper, the revised scris of nationay  PTECS Biied on catonal income 2

income estimates was available only for the .pcriod 1955-56 to 195940.

TABLE 2. DEAATED ESTIMATES OF AGGREGATE anD PER Carita HOUsEHOLD
ConsumPTioN EXPENDITURE AT 195)-54 PRICES

Tou! Consumplion

Per Capits Consump-

Year Expenditure {Rs abja) tion Expenditure
NSS cso NS§ Cs0
n @ &) 14) &)
195354 874 95.) 2301 0.3
1954-55 9.5 9.4 2362 W48
1955-56 M 915 2400 2468
1936-57 95.3 101.8 2366 2527
1957.58 998 105.2 2429 256.1
1958.59 106.7 1104 254.7 2635
1939-60 109.9 1ns 2173 %1.2
1960-61 150 1198 2619 1750
196162 158 1235 206 2780
1962:63 1205 1223 25.9 2720
1961-64 193 1286 2582 784
and services including factor paymenis propared by the CSO  are not vay
and (vi) con naising indircel taxes. accurate.  ln pariicular, the ctunsts
Data relaling to item (i) have been  of changes in  slocks arc exiremely
culled from S G Tiwari, B Kumar and  weak. Insofsr as the estimale of

Jagdish Kumar (“Estimates of Capitaal
Formation i Indis for 195051 1o
196162, mimeo,  19%63) projected to
cover the period 196263 10 196364 on
the basis of other awailable data. All
other figures required arc laken from
the diffcrent issues of the Estimates of
Nationsl Income, an official rclease of
CSO. The revised aimates of m-
tomal income used in the paper are
ken from the Natlonal [Income
Statistics:  Proposals for a  Revised
Series of National Income Estimates for
195556 10 1959-60 published by CSO.
The survey copmumption expenditure
data aro iaken (rom various NSS reports,
drafts and fimal, covering 7th 1o 19th
rovnds of the survey. Tho oature of
the basic data wod i1 considered

ow.

The estimates -of capltal formation

1374

gross fixod capital formation ouwt of
imported commodilies 2nd commoditics
produced by domestic  large-saale
induslries are concemned. the figuses aro
rcasonably sccursle  axcept for the
distiributive margins  and insallation
costs which aro partly notional in
charscter.  Capilal  (ormation oul of
commoditica produced i unorganised
industries s leas accurately cstimated.
The atimate of capital formation in tha
public authority sector is reasonably
accurate. Tho estimate of construction
is nol very relisble for any particular
year but the geneval dimensions aro not
unsatisfactory. Since some of the
constitutent estimates of capital for-
mation arc obisined by s commodity
flow spproach, some by s firal ex-
penditurs approsch and & f{ow by other
mothods, Lhero {3 a danger of doublo

Should we include the miscellancon
fees  received by  adminittative
depariments under indirect Lxa? Not
all of these could be cost nisag
Second, while excise duties could X
cost raising. export dutics may aof have
» direct influence on domestie priccs.
Also some of the conutitucals of ‘othsx
taxes and duties” and stamp dutics undes
indirect taxes in the official natiomal
income sumtistics may not all e eont
raising.  Thereoro, it may ax be
dasirablc to take all txes and fees othes
than dircet taxcs for adyusting the factor
cost ligures 1o obtain the markel pae
figures. Next. there 1s a possibibuy tha
some transfens o final consumen gt
included under subsidiss,  But wnie
the dimennion of the subsidy iy smll
one nced not probably worry abow:
this, For tho purpose of this ppa.
wo have maken all uxes listd under
“indirect taxes” in the Estimmtes of
National Income and left out completdy
the “fees and miscellancous exepts”

The estimato of general government
consumption expenditure  should be
fairly reliable. [nsofar as balance of
payments data on exports and waports
of goods and scrvices (including factor
scrvices) are concered, the main diff-
culty relstes (o he reference peried.
and this problem has dimensionally lrge
repercussion on the cslimates booyuse
of heavy imports of foodgraing during
somo of the years under siudy. When
the balance of payments data show 3
large  borrowing  from abroad in 2
particular year. it may bo quite possible
that not all the commodities obiaited
against this go in for cither comumption
or capital formation in the mme yar.
Thus while a moviog average of ost
borrowings [rom abroad ccatenie 1
particular year Is likely 1o be coasiten
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nih the coresponding moving average
of consumption expenditure plus capital
formation out of {mports for the samo
yar, tore may be  considerablo
dngences in panicular years, and this
fxt should b kepl ip mind while
ierpreting the resulis.

We may now camine the NSS data
o bouschold copsumer  expendituro
wed in the preparation of our estimates.
tsmatcs of par capia consumption
apditure for & period of 30 days ara
given in the NSS reports separately for
wban aad rund arexs. 1o each round,
e ample of houscholds was drawn
according to & probability  design,
alowng the cslimation of population
danceratior in 8 saustically  valid
uneer.  The sampie also consisted of
o independent and  inleTpenctrating
mbsamples; the sgrecment between the
sbsample cstimates provides a rough
¥a of the eangin  of error of the
combinied estimste.

I is poswble to make use of the
pose fgurs and got blown up estic
mies of aggregate urbaa and rural
consumpion cxpenditure by making uso
o rdoant population data.  Population
G to be used for the purpose can
eiber be worked  out from  census
popdation estimates or estimated from
¢ information available in the NSS
coasumer expenditure schedule,  Sinos
NS5 comsumption expeaditure surveys
have oot been designed (o furnish
otimates of population and as official
mtional income evtimales partly depend
00 casus data, we have blown up the
XSS per aapia figures by making use
o populatioa estimates based o tho
oomsus. Ay ope of our purposes is lo
compmre ous &slimales with the cstimates
dived from official national income
sutistes, this procedure seoms to be
jostifiod.

The wtcrmative procedure of using
be NSS population estimates would
oot bowever, give widely diffcrent
rouls bocawse  the  NSS population
stimates compare favourably with the
pojections  based  on consus  counts.
Because of the procedure adopled, wa
an probably take the underlying
pygulation estimates as  (rec  from
ampling crvors aed neod  concern
candvsy only with Ihe errors of he
sumates of per capita consumption ex-
paditure without goiog into the ques-
wa of ponsempling ecrror of the
wierpolated population figures. Presence
of son-wampling error in the population
otimty does not affeet tho compara-
Sty of our serics and the scries based

TamE 3: CHANOES v CONSUMER
B CONVENTIONAL

Soptamber 7, 1968

Puce LEVELY BETWERN 1953-54 AND 196061
CatecoRIES OF CONSUMPTION

Categories of Woights 7th Round Prico [ndex Numbery
Consumption (Laspeyres torm)
Runal Urban Run) Urban
() @ [©)] ) (9]
Food 64.58 5190 110.88 108,90
Clothing 963 104 12119 12409
Fuel and light 661 6.28 1259 105.05
Others 19.8 2878 113.74 108.18
Towl 100.00 100.00 1128 109.52
TABLE 4; CHANOES 1N PRIVATE CONSUMPTION EXPENDITURE BETWEEN
1953-54 anp 196061 By CONVENTIONAL CATEGORIES
(in Rs b}

Calcgorics In 196061
ol Con: In 195)-54
sumption AL Current Prices At Curent Prices At 195354 Prica

Runl Urban Total  Rurat Urban Total  Ruml Urban Toual
U] @ 0 @ o & o ® O 09
Food 4222 1278 $500 6189 1876 B06S  S582 1723 7308
Clothing 630 135 185 710 188 958 6. 152 187
Fuel and

light 42 139 s 53 187 119 47 L

Others 1254 635 1889 1629 846 2475 1432 782 2214
Tota! 6538 2207 8745 9120 3097 12217 8122 2835 10957
on official nalional income data. It is  edjustment before any comparison s

also necessary to get tho breakdown of
the population by wurban and rupal
areas  for our calculations. This
is obtsined by applying the interpolated
figures of urbanisation ratio on the
interpolated  population figures.

EsTidaTion METHODS

NSS data on coosumption expenditure
relate to “rounds” comprising periods
nnging from a few months 10 one full
year, and this material bas to be used
Ior working out estimaics for financial
yan. Tho method adopted for this
is ay follows. The average per capita
consumption  expenditure in the ith
cound may bc depicted as ¢ this is
supposed to be spread uniformly over
all months of the round. To the extent
the months in a financial year are
covered by an NSS round, the relevant
€, ¢, cic, are adopted for these
months. When, however, some of the
months are missed, the proccdure has
been 10 adopt the averago of the preced-
ing and the succoeding rounds for these
moaths. Sinco the number of months
missed s small, this procedure is Jikely
o give tho best possible  annusl
sstimates under (ho circumstances.

Thoe NSS cstimates do not include ths
imputed rentals while the official
mationsl income estimates include this.
It is, therefore, necessary 10 make an

atiempied. For  adjustmeat,  the
diffarence betwoen the total rental ss
obuined from the national incoms
statistics and fotal rental as obmined
from the NSS has been added to the
NSS estimates.  Thus, conceptually, the
NSS series given in this paper include
imputed renlals.  Since, estimates of
reatl actually paid bave not been
worked out yet for the 17th (o I9th
rounds of the NSS, wo havo used the
L6th round ratio of rentals pid to toia!
comumption expenditure to oblain our
figure for the 17th to I9b rounds.
As noled earfier, the NSS estimates
of per capita consumption expenditure
are availabic by wo independent xod
Interpencirating sub-samples in addition
to the pooled eslimate. We have
worked out our aggregate cstimates of
consumplion expenditure also by two
sub-samples as well as for tho pooled
sample. The wo sub-sample estimates
demarcato an interval and such intervals
could be worked out for all tho years

Tapie S: HOUSEHOLDS COvEAZD aY
NS8 T avD 16H Rounos

Number of Houscholds

Rural Ucban Total

(1) @ & @
Tth round 1413 558197
16th round 3763 2568 63%
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Lever RETWERN 19!)-5‘ AND 196061 Y

Quass RANGES O EXPENDITURE ELasTi

with  patiosal  income,
consumption a0 capital formatoa
We have alraady indicated that it s

i, there

Insofar s Ihe inaccunn

the conltibulion to e

Qitegaries of Weights Tth Round Todex Numbers for 196061 ponsible fo work ow such 3 deaiox
< with 1953.54 = 100 from availadle sources.
(aspeyres) fore, not very difficult 10 artive 31 3
Rum Urban Runl Urtan  delated serics of aggregate howchakt
i i Of course,
n @ &) (9] 8] some inaccuracy must ame out of e
use of the deflator relovact for grosy
Scheme { apital formation for nct capital forma-
Jals an s w27 losss on and s we bave indatd, e
(0 < €< ” dollator for government consumpteg
s an approxamate onc. Further, dea-
am 517 11689 U2 on of ne tending abrosd a swoided @
10000 10000 1283 Joos2  the proccdurc, but since the mapnink,
of this is small, refinement hare b st
Scheme 1 necanary.
Essentiats "3 10 1 wggy  °f comumplion expenditune el =
(0<e<1s) conccrned, b
Non.essential 58 1 nen 187 from the intesuracies in deaon f
(LS<e) government  consumplion and opuw
Tou! 10000 10000 11253 10952 formation cannok be large beause bad
these magmrudes form relaively
Soheme 11 pereeniages of the net astional mo
duc. In fact, there is not much &
Essentials 5189 14 . .
Nou-essentials 461 {,,,2,’ feronce baiween the ratiomal e
Toul 10000 1307

deflator aod the privale comsumpue

for whick we bave presenied estimates.
The probability of the true value of
consumption oxpenditure lying  within
ibe interval is approximaicly hall, on
the assumption of mo emor in the
population  estimates.  The intcrvals
thus demarcate error margins for the
pooled estimates and can be used for
obmining rough oiimates of standard
«ron. L

REGULAR NSS Semits PossisLe

The compamblc estimates of con-
sumption expenditure obtained {rom the
NSS and from the officisl oationsl in-
como sourees aro prasented in Table
1. The estmatcs obtsined from the
NSS genenslly lic within the two esti-
mates devived from the official and
the rovised national income siatistics.
The wide differences baween tho esti-
mates based on the two official series
indicate that the we of subjective
mdgment by pirsons making the esti-
mates could be s source of sizaable
error.  As it is possible 1o compute n
margin of emor from subsample esti-
males, one can cven test the statistical
significanca of the difference between
the estimates for two years in 8 some-
what rough way. It is alio possible
to incrcase the samplc size and thus
reduce the sub-sample divergence. The
cost of the surveys need not be io-
creased very much in order lo enable
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us 1o study the significance of most of
the differences which we have observ-
ed. This type of analysis is not possible
whea national income and allied esti-
mates aro preparcd by following con-
ventional methods because, under the
circumstances, no objective margin of
uncertsinty could be attached 10 the
aggregate.  The sample sizes of the
NSS surveys uwsed are given in Table
9 towards the end of the articla
The ewtimates prescnted seem o
indicate that it is possible to think of
& regulsr NSS series of consumption
expenditure.  Sinco & sub-round wise
estimate  of consumpiion expenditure
could ba obuined quickly after the
complction of the Red survey, il
should be wnible to work out osti-
mates of for

defator obuined in U
manncr, and it 5 posssble to oxe B¢
national income deflator el for G
present purposc.

But, cven when the detailed proo
duro is used, we get m more rdobk
ddlator lor comsumplion expeodau
at factor cost than at markd pres
bocause theo 18 & lrge rise o pa #
direct txes during the peiod. Ay
deflator derived Irom factor cost e
males can 3crvo the purpose of s
ing market price csumates only wha
the e of increase wn aggrepile o8
indir.ct Laxcs al current prices § uR
lar 1o that of the general poce ked
Sioce in Indin, nev indwect uxa &
craasod much more repidly o &
genenal price level, the two aliauin
solutions of the problem are {i] to we
[actor cost estimates of ocoosumptn

parts of a year with s small time lag.
thus [acililating preparation of quick
annual estimates.
m
Deflation of National Income
Based Estimates

or (i) to work owt th
current period values mt buse paied
market prices, jc, at base peoed bx:
1or coxt and base period tax et Bt
bave not attempied these refaaman
in s paper, and have promicd &
cslimates st market  prics. Come
quently, they arc mther crode beawt
they include i deflated oo

We have seen that it is i
casy to oblain an cvtimate of aggro-
gate bouschold consumplion cxpendi-
turo from the avallable nationsl in-
come suatistics, Such an cstimate can
bo seduced to real terms by making
we of m comumption expendilure
deflator based on deflators associated

ponenls of nct indirect wia T
deflated figurey of aggregate ad 1
capita consumption cxpeaditene bl
on Teble | arc given in Table 1
Figures bave been given in rmpes o
tbe poolod NSS ctimate wod e o
ventionsl official estimates both dob
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TAME 7: AGGREGATE Hous!mu) CONSUMER ExPenpivume AT CONSTANT 1953-54
Prices — Sommes [ 0 ap 1
(in Rs abja}
Categories of 1953.5¢ 196061
Consumption At Current Prices At Curreat Prices At 1953-34 Prices
Rual  Urban  Total Rural  Urban  Toml Rural  Urbaa Total
m @ [¢] (O] [&)] © m ® &) (10)
Scheme 1
Essentials 14l 9.32 4673 5479 144 6823 5004 nn 6237
(0ce< 1)
Non-cssentialy 2197 1295 4072 ¥4 133 534 s 1559 46.74
t1<el
Toul €658 07 8748 91.20 W7 1217 8129 nn 10961
Scheme I
Esscouals 4846 1576 6422 69.03 nn 91.9% 61.76 20.88 8264
(0o <'LS)
Non-esentialy 1692 631 12} 217 BO4 3021 19.33 79 %72
(15<e)
Tetal 6538 2207 8745 91.20 o9 81.0% B2 109.36
Scheme H1
Essentuls 11.89 1633 14.32
Non-cssentily 1048 14.64 1308
Toul 2.0 3097 2740

«d by the nationsl income deflator.
The official and NSS sstumates of per
apu ral consumption both rose by
about §1-12 per cent during the period.
But during 195)-54 10 1960-61 uken
up for our subsequent study, NSS esti-
mates resc by aboul 15 per cent and
e official by mbout 10 per eemt.
Figures change hittle il we use a pro-
pet comsumption  expenditure  deflator
» discussed carlier. o this case, the
whale penod shows a nse of about 1§
per cent for both the serics, and for
the shorter period 16 per cemt for
NSS and 11 per cent for official.
While some attempts have been made
n India lo obwin commodity flow
cuimates of household consumption
cupenditure by a number of categories
of poods and scrvices, we do not bave
a regular scrics furnishing the informa-
non I view of this, it is not neces-
aty to comsider the problem of defla-
uon of commodily-wise estimates of
comumption expenditure oblained from
uilicial sources. Suffic it to point out
that u would be extremcly difficult to
undertake tho deflation on the bass
o implioit  deflators of national in-
fome statistics svailable by industrial
legonss. A betier way will be to
fcs inta service available dals on
cail prices. We have had occasion
v pont out that Rvailable consumer
rice data are  genenally uban in
rcter and consumer prica  index
wmbers, by and large, relata 1o work-
g classes, and this will bo one major
ifficully associsted with the pracedure.

Apart from bis, it will also be neces-
sary to tske account of snd adjust for
the differcatial movemnals in net in-
diroct wxes.

v
Deflation of NSS Estimates:
Conventional Categories

This scction is concerned with the
deflation of the survey estimates of

both sggregsto and by catcgories of
goods and servicer. In this section, we
have presenied the deflators as well a3
the movements in real houschold con-
sumplion expenditure by conventional
ategories :  food, clothing, fuel and
light, ctc. The methodological deimls
about the procedure wsed for obtain-
ing the cstimates are given in the next
ection in which we have shown how
the deflators and deflated estimates of
consumption cxpendilure arc obtained
by two categories of commodities
chosen in accordance with their crows
soction expenditure  elasticitics.  Here,
the same malerial has been reclassified
by the conventional categories.

The prico index numbers arc given
in Table 3 and the movements in con-
sumption cxpenditure both in current
prices and in raal terms ago given in
Table 4. When our uwn deflator is
ued, consumplion expendituee rises by
2.3 por cent during the period, spainst
239 per cent of the official series
doflated by national income deflator.

Urban consumption incraases siigbtly
more (284 per cenl) than rursl con-
sumption (24.2 per cent). Al the nma-
tional leve), food expendiluse incrcases
by 328 per centy ather items move
more slowly with clothing showing oo
rise in resl terms.

It sbould bo pointed out thet the
pattern of houschold consumplion ex-
pendituro as  obwined from the Na.
tional Sample Survey systematically
differs trom tho pattern based on the
product flow estimates worked out for
ooc ot two ycan, cven though the
aggregaic  consumption  expenditure
based on the two sources more ur less
ullies. Wc do not know which of the
two s approximates more closcly to
reality. By and large. the survey share
of cereals and consequently of food
is higher than the corresponding pro-
duct-low share. This is compensaled
by tho fect (hat the product-Aow shares
for variows savice iems are much
larger than the corfeiponding survey
shares. Iosofar s other ikms are
concened, the shares obwined from
both the sources are reasonably close,
judged against the errons of the esti-
males.

v
Camparison of Cost and Level
of Living by New Categories
Wo have depaned from the gencra!
practicc in this section insofar s
sroups of commoditics are concerned
and, instead of wing conventional

un
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cuentnls 15380 1152 1153
Tnu N4 670 pRT

groups, we have taken lwu calegorics:
(n) cssentials and (b) non-cssentinls.
The idea behind this has already been
exphained in section 1.

B is pussible to categurise commo-
dilies jnto several classes (rom differcnt
considerations.  One may, for exam-
ple, dassily food articles by using con-
siderations  relating 10 biological re
quirements.  Nomms based on subjec.
live judgment could aiso be used for
tho purpose. Both these approaches
arc arbitrary.  We have used one such
wbitary scheme of classification in
one variant of our calculation for pur-
poses of comparison. Bul since an
acbitrary schemc is basically unsatis-
factory, we have considered it desir
able 1o classify commodities inlo the
two calegories chosen by us on an
objective basis using magnitudes of
expendituro  elagticities  obtained (rom
cross section datn.  Elasticity co-cfli-
cients of sume 70 items of cunsumer
purchiso have béen computed and used
for this purpose (more details latcr).

We have used two different definitions
of tho two categorics, T and II, as
indicated bolow.

Categories of Ranges of Elasticity
Commodities Co-el’fc:mu in Schemes
1 n
(») Esscntinla 0010 0015
(b) Non-essentinhs 1.0 and 1.5 and
above above

It should bo noted that though the
cut off point is arbitrary, the proce.
dure i objectivo onco thia is chosen.

DB

Further, other groupings of clasticity
co-cflicients are passible (or defining the
terms cssentials, eic, and as such the
procedure appars to bo superior (v
purely subjective of cate-

Also, in general, supply siations and
prices for individual commeoditis mst
havo ups and downs.  Funbher, whik
supply lnd demand do play x nk

gosisation.

I[ the supply of commodities cither
does ool increase of increases uniform-
ly in all seclors, then an increase in
®v capita disposable income  would
lead (o relatively smaller rise in prices
of commodities with lower clasticity
and relatively higher cise in prices of
commoditics  with  larger  clasticity.
Thus, with the supply siluation as con-
ceived here, ono would cxpoct smaller
price tise for bacc essentins and higher
risge for non-essentisls. The figures
computed by us present this picture
under both schemes in rural wreas and
under one wheme for urban arcas. As
such one may perhaps conclude that
the upply situation in India remmined
of this typc in rural arcas during the
perivd under consideration. In & situa-
tion like this, relatives included in a
class rangc would have shown similsr
degrees of varistion and the averago
of tho relatives would have been sube
ject to a smaller margin of unccmmly
than in

in of press. there an
various other facton whxh influen
prics of individual  commodio.
Henes, it is conceivable that we ga 1
different picture of prive changes of
essentials and non-cssentals in Inda
when we compare two vihet points o
time. However, it dows appar the
tha picture we bave obuined is o
contrary 1o our generl avpreaon
and the distortions we have just b
cussed may not aflect the picture mte
rially under normal citcumstances
One further point can be added A
chango in the szc ditributivn of o
posable income will aflect the resks
in the following way. Wilh a ls
ogaliacian distribution, Ihe me in
prices of bare wsentals wil be sl
lower and the fsv in oon-ascil
prices will be sill highar A mwe
cgalitarian distribution will have jol
the opposite cffect.  Bul in any as.
the clfect uf the change in distriboive
on the cost of indexes by thas
sroups of commoditics is likdy w &

clusses,

This analysis, howcver. is highly
simplified. Particularly, when the in.
creaso jn per capita income st ia
vory low, the consumption in Ihe
current period will bo influenced much
moro by tho prico situation during the
period than by the increase in income.

small unles here B 2
daastic  distributional change which
an unlikely practical contingency.
Coming (o the proceduns! daih,
the NSS gives, flor cach comawdiy
consumed by tho houscholds, deis on
quantity and valuo of contumption. It
thus implicily provides tho price pr
unit of the commodity, on & probabd
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Iy basis. These data have been used in
Ihis paper for the constructon of con-
sumer price index numbers separately
for the rural and urban areas of India.

Wo bave presented our price index
oumbers under theee schemes of ana-
Ipia, mamely, schames 1 and 11 by cer-
win clasticity classes and scheme 111
in which a subjective system of classi-
faation  has been  used.  following
Mathew.!  Since Mathew's siudy rc-
lated v urban population. scheme 11
bas been wed for uthan arcas only.
We have worked out Laspeyres index
numbers for all the threo schemes,

The perinds coverad by the NSS
munds selected by us are 33 fullows. The
Mh round of the survey covers the
penod Octaber 1953 to March 1953 and
the 16th round, July 1960 ta Junc 1961.
Table $ shows the total pumber of
howschulds surveyed during these NSS
rounds, Weights used by us arc based
oa 197 houscholds surveyed duting
the 7th round. NSS reports furnish
csiimates of average monthly per capita
apenditare un specificd items of cune
somplion, separately for ruml  and
urban arcas.  These monthly figures
form the bass of pecoenlage shares
ahich are taken a8 weights.

For calculation of pnce relatives, a
ample of 367 schedules was wsal for
e Tth round and a sample of 621
schedules for the 16th round.. The
base period prices have been compiled
on the baus of 220 schedules for the
roral sector and 147 schedules fur the
urban sector and the current period
prices are cormpiled on the basis of
390 schedules for the rural sector and
21 schedules for the urban sector.

Prices have beon calculated by divid-
ing the value figures by quantity
figures, converted into standard unis,
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For imponant groups, weighted ave-
rages of relalives were wsed.  But
ample averages of prc  flatives

of prices

and wbulsicd temwiso for the dil-  hava also been wsed in vome cases on
ferent rounds by sub. ples for rural the that
and urban areas scparatoly, A simple  of the constiuent iiems within a group

average is taken to represent the price
of a particular item.  Altogether 116
itoms of consumption were thus caver-
od and price, relatives were worked out
for thesa items.

There were some atems for which
the price relatives coull not be work.
ed wvut in this way bocause the ache-
dules did net include both quantity and
value information. These items were
foclwear, amusement, musical instry-
ments, education, medicine, toilet, petty
ankles, conveyance {excluding rail-
ways), services,  furniture.  utensils,
sundry cquipment,  ornaments,  cere-
monials, cent and 1axes,  Of the tatal
budget, they accounted for about 13
per cent in the qural sector and 21
per cont in tho urban sector,  The
average price of tho part coverod is
taken to represent tho pricc of the
uncovered part of the field. This ought
not to distort the picture very much
because the weight of the uncovered
seclor is not large.  Further, we have
underiaken 2 special Aeld study of
very restricied geographical coverage lo
obnain price relatives for these items
in order to make a genenl check of
our procedure.  The avenage relalive
for the uncovered part obtained in this
manner was only slightly higher then
the averags we have adopted. [n our
genenal procedure, the individual items
were grouped so as to correspond (o
the weighting pattern and price rela-
tives wero worked out for (hese groups.

aro smilar, the groups being more or
lest homogencous in character.

A graphical mothod was used for
gelling the  atimatey of  clascities.
Small inaccuracics which anse because
of using this methud do not aflest the
overall rewls. The methad it des-

ctibed by N S lyengar ("On a Merbod
of Computing Engel Elauici
the

e [rom

Concentration  Curvas™,
Vol 28, No 4,

about 0 items of consumption using
NSS 10b round data.  Sumc wo has
also been madc of other available data
on oapeaditure  clasticities.

Some details about sheme Il are
given below. In P C Mathew's paper,
an atiempt was made v construct
separate consumer pricc index numbers
for bare essentials, other essentials and
non-essentials for the non-manual em-
ployces of Delhi.  As alrcady pointed
aut, the classilication wsed by him was
based on subjective comsiderations. tn
appendix | of Mathew's paper, a
mode]  weighting diagram  was given
showing, for cach group or sub-group
of uems, the lotal weight and s
breakdown nto the three categories:
barc cxsentials, other cssenlials and
non-essontials. We have dubbed barc
cssentials as ‘essenlinls’ in our paper
and combined the other lwo caleguries
and called it non-essentials  The total
weight for each group and sub-group
of items as given in this mode! weight-

TABLE 9: SAMPLE S1Ze OF VARIOUS NSS SURVEYS USED FOR DERIVING AGGREGATE

CONSUMER EXPENDITURE

Rural Urban
NSS Round and Sample Villages Sampk Houscholds Sample Biodu_ Sample Households
Period
581 882 Comb SS1 852 Comb SS) S$S2 Comb S$S1 SS2 Comd
1 2 3 4 M 6 17 9 0 t 7 n
Tth (O¢1 1953 - Mar [934) 4% 4 9% 2 T ey 24 A7 4 % 2%l 558
Bth {July 1954 - Mar 1953) 3y I8 e 9w 931 1869 238 238 466 W3 8w 1855
‘th (May 195§ - Nov |958) 812 812 1624 804  BOB 616 1052 10S0 2102 1051 DM 2049
10th (Dec 1935 - May 1956) 812 B2 1624 808  BO3 1616 664 664 1228 663  66) 1)
11th tAug 1956 - Jan 1957) 920 920 1840 A5 J6I0 7255 291 29 582 1430 1410 2840
12th (Mar 1957 . Aug 1957} 918 918 1830 3628 3620 TR 92 292 S84 M19 1439 2858
Fhih ( 1957 - May 1953) 924 924 1848 W1 T 6738 $85 $83 1168 1748 1335 3SBY
Hih (July 1958 - Jun 1959) 1288 1285 2573 3789 3800 7389 [11l 109 2220 1Nl 1107 2208
15t tuly 1959 - Jua 1960) 1300 1298 2598 3820 38R0 7700 1lO7 1106 2213 1107 1088 200
I6th tuly 1960 - Jun 191) 1865 1873 3738 1882 1881 376) 1h2 1124 2236 1298 12N
INh (Sept 1961 - July 1962) 1836 1836 3672 2569 2449 5018 1118 119 2237 1758 1658 MI6
I8th (Feb 1963 - Jan 1964) - — 8466 - — uni - - 41 - — 7
I9th {July 1964 - Feb 1965) - - 142 - - 63 - - m it - 167
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ing dagrm has boon adopted by us
for purposes of canification. Of
course, our budget pattern iy based on
the NSS 7th round dats. The ilems,
however, have been fint regrouped so
a to coaform to the budget pattem
given in the model weighting diagrum
constructed by Mathew and the weights
were calculated for the regrouped itams
from the NSS weights. We have ap-
pied thiy scheme only for the urbsn
sector for obvious reasons.

ALTERUTIVE SOHEMES

Thoe consumer price index numbers
arg preseoted in Table 6. The shares
in total weight of essentialy and non-
enentinly for runl and whan aras
under tha three schemes may fist be
noted  While under scheme I, about
57 per cent of the budget is accounted
for by barc essentinls for rural aseas,
the corraponding urban figurc is only
about 42 per cenl. Under scheme I,
however, this disparity gcts reduced,
the corresponding figures for rural and
urban areas being about 74 per cent
and 7] per ccot. respectively.

The consumer prico index number
for rum! areas showa larger increase
under noo-essentials for both 1 and TN
For urban saceas, however, the higher
ride i3 socn under ‘non-essentialy’ in
scheme I and ‘essentials’ in scheme II.
The index numbers for cssentials for
rural areas show a small rise under
both I and O. For urban arems, 1
indicates a smaller rise than JI. The
urban comsumer price index numbers
under wheme IO (ollow a pattem
somewhat differest  from our index
numbert.

To our view scheme I f» possibly
more satisfactory than scheme I
The indox numbers here show an
inleresting  picture, the percentage -
creass being lowest for ewscotials and
highest for non-asentials, both in rurl
and in urban nress,

We would like to point oul som:
of the limitations of thc cstimates. We
havo already mentioned that for about
13 per cent of the total budget in the
ruml sector and 21 per cemt in the
urban scctor, wo could nol form the
prico relatives from the NSS data and
il was pecossary (0 use arbitrry
methods including a special ficld study
and other information. This is a major
limitation of our estimates. Bul aparl
from this, the sample size on which
the relatives are based may not bo ade-
quatc for purposes of estimation, and
erons associated with ow index num-
bers could be large. For more stis-
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factory cstimates, it will bo desirable
1o uso the full material of NSS rounds
for purposes of oblaiging tho estimales.
The present study thus is moro of
methodological lnterest, bocawse of tha
possiblo waakness of the ostimates it
proscnts.  In allocating  the budga
pattern uader schemes 1 and IO, we
bave mainly been guided by expendi-
wre  casticitis.  For a fow ilems,
bowevar, subjective comsideratiop has
beca wied. Tho alloation of the
budget pattan under scheme 1L is
bued on some previous invesligation
confinod to the non-manual employoes
of Dolhi region and is far from satis
factory o the context of wtban Indis
as & whole.

Estimages of household contumer
expenditure at market prices are then
worked out for cssemtials and non-
essentials separately under scheme [
I and UT on the basis of the 7th and
16th round weights for rural and urban
arcas separately. The eolimsias for
196061 ate deflated with the help of
the index aumbers given i Table 6.
Tho results are given jo Table 7. It
will be scen that rml  consumption
went ap by sbout 25 per cent st the
nationsl level, 28 per cent in urbss
arcas and 24 per cent in rural arcas,

Per capita consumer expeaditurey at
1953-54 prices under schemey [, 11 and
I are shown in Table 8 which indi-
cates thal por capita real consumer
expenditure for the coustry as a whole
roso by 9 per cent beween 1953-5¢
and 19606l. We bave scen eriicr
that the rise is 15 per cent when we
use tha national income deflator instead
of our price index number. It is iatcr-
esting 10 oote, however, that tho rise
is again about 10 per cent when the
estimate of per capita consumption ex-
penditure based on natiopsl income
data is dcfialed by nationsl incomo
deflator. Under both schemes T snd
11, per capita real comsumer expendi-
ture on esscntials shows some risc in
196061 aver the basc level in 1953-54
both in rurl and in urban areas. For
non-csscatisly, thero appears 1o be a
dimensions] subility in the per capita
lavels. Tt is of intercst fo note that
the par capita lewl of real coasump-
tion of high easticity itcmy did not
rise while that of low clasticity items
indicated some progress. This s
parily due to the fact that overall rise
in per capita real cxpenditure was
small during the period. The pattern
of consumer purchases during 1960-61
way determined more by the prevailing
supply pricca than by increased in-

comes of conmumers. Howevar, in the
chanifiation adopred from Mathew,

oon-ementials shows a bigher riso \han
essentialy.
Vi
Summary

We have sbown in this paper that it
is pousible fo obtain & seriey of spgre-
gato privale consumption expenditure
bascd oo NSS data for the period
195334 to 196364, The NSS ot
maics wra based on two independent
interpenctrating sub-samples, and husce
one can make some genenl probabiliey
satements about the pooied aslimata.
Tho scries based on the NSS bas beeo
compared with the serics obuined {rom
o official mational income satittic
aad it bas bemn observed thar the wo
scries do not differ widely from ach
another.  The problem of diflation of
the two senes has then been comsidered
brily. Since it is casier to obuin
commodity breakdowns of the iaia
based on the sample survey, we have
atcmpied to find out how best ox
could deflate the survey series and it
commodily components. ltemwise daua
on valuc and quanlity available in ibe
survey schedules marunlly give e
best possible material for the purposc.
This information bas therfore beeo
pressed into service 1o oblaia comue-
dity-wise price relatives. Al fint, we
have obiained estimates of consump
tion aod their deflatons for cauis
conventional groups of commoditio
and services. Next we bave attempied
to group the items into two acgeries:
cssentials and non-esseniih on
basiy of cross section clasticitis of 2
Iarge oumber of items computcd from
tho survey data and studicd the move
ment of real consumplion.
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