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SUMMARY. This paper presonis (in Bection 2) soms indicea of rural-urban consumer price diffe-
rontials in India utifing N8R 13th round (Fobruary 1963 Junusry 1084) housshold budget data for eatima.
ting the weighting disgram anl the ilom wise average pricos. The indices wers naloulated at all.India
Jovel but woparately for the ton deeido groups of the population in 1he two sector (fsrrued afer ranking the
households in incrasing order of por capila consumer expendituro) and also for Ibe geners! population.
Laspoyres’, Passche’s and Fisher's formulas were used. Boparato indices were olas computed for groups
of cooaumer itema liko coreals and corcals substituten, othor food and non-food.

Consumer prics lovel is sbout 18 por cont higher in urban India than in rursl India ; this differential
rinos from about 10 per cont when wo compare tho bottom dectle groupa of population in tho two sectors
t0 about 20 per cont whon we compare the 1ap decile groupa,

Such indicos are utilized in Boction 3 for urban.rural comparisons of level of per eapita housohold
ronsurnption in real terms.

8cction 4 usea theso indieca to comnpare tho seclom] Lorenz ratios for total consumor oxponditure
and again for pooling tho sectoral eize distributions of consumer oxpenditure to obtain the all-India distri.
butlon. The following valuea were obtained for the Lorenx ratio:

" alIndin  urban
(nominal or real) (ot rursl

0.30 0.33 0.38 0.38

In Bection 5 we compare the price levola for onch of the urban dedile groups with each of the rural
Accila groups. Comparisons among tho ten dreile groups of a particular acctor are aleo made in thia section.

Beetion 8 consludes the papor montioniag its Ii

1. INTRODUUTION

1.1, Thero hns beon considerable discussion in recent yenrs on inter-regional
und inter-tomporal comparisons of level of living. How does the level of living in
ono region compare with the level of living in another region, in any particular year ?
And how does the level of Living in ono period compare with that in & subsoquent
poriod ! The regions might represent the differont states of India or the rural
and urban ssctors of any state or of India as & whole. In all casea, the question may
bo ooncerned with partioular groupe of the population, say, tho poorest tan per cent
or the richest ten per cent. Objective answers to such basic questions sre of greas
aignificance, economic as well as political.

*8orns of the results have been communicatod in eardior papors by the suthors (vida Chatterjes
and 1908s, 1980b; 78 and Chalterjes, 1900a, 1960b).
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1.2. Level of living studiea are often based on size distributions of per capita
household ineome or household expenditure. Given two such size distri-
butions, differing in time or epace, one may compare the means and also the dispari-
tios of the two size distributions. Considerable work has been done on these lines
in India (Bbattacharya and Iyengur, 1961; Planning Commission, Government of
India, 1964 ; Ojha and Bhatt, 1964 ; Ranadive, 1865 : Bhattacharya and Mahalanobi
1967 ; Mukherjes and Chattorjeo, 1967) und other countries. Unfortunately, these
studiea havu often suffered from the al of satisfactory indices of inter-regional
and inter-temporal diffe ials in pricos. While the need of such informa-
tion for compuring the meana is widely rocognized, it is hardly realized that sach price
indices muy vary systomatically with the lovel of living vitiating inter-regional or
intor-tompors] comparixons of dixparity of xize distributions at regional or current
prices. It ja also often overlooked that u satisfactory pooling of the region-wise dis-
tributions to nrrive at the global distributions requires detailed kuowledge of inter-
regional prico difforentials.

1.3. Thus, in most of the investigntions undertaken in India, size distribu-
tions of incowne or expenditure are thrown up for broad regions, like rural India, ignor-
ing inter-regional price variations which are known to he considerable (Maitra, 1859 ;
Divakar Rao. 1960: Chatterjeo and Bhattacharya. 1969b). Almost invariably, separate
probing is done for rural India and urban India, and the few attempts to obtain the
all-India picture have genorally ignored urbun-rural differentials in prices. Inter-tem-
poral comparisons of diaparity are generally based on distributions at nominal or
current prices. Current investigntions at the Indian Statistical Institute (ISI) have
clearly shown that in India in recent periods, price movements have beon very diffe-
rent for people in differont levels of living, which vitiates inter-temporal comparisons
of disparity botween income or expenditure distributions at current prices (Mahalano-
bis. 1962 ; Mukherjee and Chatterjeo. 1963 ; Iyengar, Chatterjee and Sarkar, 1864 ;
Iyengar and Bhattacharya, 1966).

1.4, In this paper we prosent, in Section 2, some indices of urban-rural con-
sumer price differontials in India utilizing the National Sample Survey (NSS) 18th
round (February 1063-January 1964) household budget data for estimating the weight-
ing diagram and the item-wise average pricos. The price differentials were estimated
at all-India level. but soparately for ten decilo groups of the population in the two
sectors, formed after ranking the sample households in ascending order of per capita
total consumer expenditure, and also for the goneral population in the two sectors.
Such indioss are also given for groups of consumer items like cereals and cereals subati-
tutes, other food and non-food. Laspeyres', Pansche's and Fisher’s formulae give
very aimilar resolts. These indices are utilizod in Section 3 for deflating the urban
par capita consumer expand.ltm eshmam for comparing the level of pér capits

hold in p g deoila groups of population in rural and
urban India. In Ssction 4, we use these indices o i improve upon the current methods
of comparing the soctoral Lorenz ratios for total consumer expenditure and for
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pooling the soctoral aize distributions of diture to obtain the all-India
distribution. In Section 6, we compare the price Isvelu for each of the urban decile
groups with each of the rural decile groupe, to meot eome possible criticism of our
procedure of comparing a given decile group of urban Indis with the correaponding
docile group of rural Indis. Comparisons among the ten decile groups of a particular
sector aro also made in this soction. Bection A dincusacs the limitations of tho etudy
and makes some conoluding observations.

2. URDAN-RURAL PRICE DIFFERENTIALS
2.1, The present investigation ia based on the household budget material
collected during the 18th round of the NSS, between Fobruary 1963 and January
1964, na already utated. The enquiry covered practically the whole of India. Proba-
bility aampling was followed for wlecting houssholds: the deaign was stratified, multi-

stage, and the samiple conisted of twa indopendent and inter-f ing hull' amplos
providing indepondent and equally valid i of populati inticn,
The data were collected by the interview method. Co ption included

tion of goodn and services (a) out of monetary purchases, (b) out of receipta in cxchunga
of goods and services, (c) out of home-grown stock, and (d) out of gifts. loan etc. Con-
sumption under categories (b) to (d) was imputed at ex-farm prices.

2.2, Table | shows the xsample sizex and the average per rapita conaumer
expenditure for different proupn of consumer items for the ten decile groups in rural
and urban India. The hourcholds were first ranked in ascending order of per capita
total consumer expenditure and then arranged into ten decile groups (cach containing
ten per cent of the eatimated population) denoted 0-10 per cent. 10-20 per cent, ete.
This process was carried out separately for tho two sectom and also for the two half-
samples and the bined eample (Mahalanobis, 1980). Fractile graphs for total
consumer oxpenditure were drawn with the figures in cols. (7) to (8). The graphs for
urban India wero ¢learly above thoso for rural Indin, especially over the bigher decile
groups.

23. For each of the large numbor of consumer itoms representing the
different areas of the budget, the ontries for quantity and value of consumption were
subjected to a process of scrutiny. The main idea waa 1o detoct cascs where the im-
plicit prico was absurd, oither too high or too low, presumably due to confusion regard-
ing local and standard units of quantity or to some shifting of the decimal point. This
process of acrutiny threw a great deal of light on the quality of price data available
for the analysis.

24. The selection of consumer itema for the index construction was guided
by the number of reporting houssholda and the divergence betwesn half-sample esti-
mates of average price in the two sectors. The list of items varied to some extent
bétween the ten decile groups, but generally speaking, 56 items were included in the
calculstions, covering food, pan, tobacco and intoxicants, fuel and light, and clothing
groupe of items of the household budget. The weighta of these itema were the percent-
ages of total expenditure spent on them plxs suitable allooations of weighta of related
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TABLE |. NUMBER OF BAMPLE HOUSEHOLDS AND AVERAGE PER CAPITA CONBUMER
EXPENDITURE BY FRACTILE GROUPS : NB8 16TH ROUND (FEBRUARY 1983.

JANUARY 1004):

ALL.INDIA RURAL AND ALL-INDIA URBAN

avorago por capits conmumer oxponditure por 30 dayw (in Ra.)

"(';,',‘.':,',.'3" P ,.'.'.:,;ﬁ, corcals _ other  total  *non-food all itorns
howe-  and food  food - ==
holde eien hat  ha? combined
combined
m ) ) m) ®w w o ) w
{a) all.Indis rural
0— 10 1781 4R 1ol & L35 R3S 8.3 8
10— 20 08 6.5 2.95  9.30 188 1182 148 1149
20— 30 943 7.0 3.3 1082 217 1380 13.60  13.60
30— 40 1080 7.92 4.3 12.25 2.3 15.58 15.40 15.47
w0~ 8 2078 848 502 1360 2.3 1740 1745 17.47
30— 80 2187 0.17 5,02 15.00 2.32 10.8G 19.90 19.81
w0— 0 200 087 8.97 18R R84 2048 2252 2258
70 — R0 2357 10,80 R.02 18.02 4.R8 26.20 26.23 2¢6.20
50— 90 2480 140 10.52 21.98 6.46 32.12 3215 32.23
80— 100 2883 14.06 1690 3008 1171 36.43  68.26 6681
0—100 2176 9.01  6.63 1584 4.04 2231 2233 2232
(5) all.Tndia nrban

0— 10 2R4 5.18 1.3 8.55 1.40 10.85 11.07 10.78
10— 20 28 8.3) 4.07 N.28 1.95 14.04 14.19 14.80
20— 30 136 .68 6.03 12,80 2.43 17.82 18.98 17.28
30— 40 340 7.08 7.32 14.40 2.84 20.50 20.18 19.99
w0— 50 M0 T.54 8.4 15.88 3.8 29.05  22.62  22.85
80— 60 388 7.80 10.07 17.81 4.08 28.76 28.64 28.40
60— 70 101 827 107 2023 ez anml 3Liz 8.8
70— B0 834 8.80 153 4.1 5.85 37.7¢ 37.87 87.97
80— 00 M 873 2088 2041 8.0 5266  49.00  50.79
90— 100 73 10.00 342 471 16.80  1BT5 90.46  107.00
0—100 4208 7.68 12.82 20.17 5.14 34.960 32.91 8892

%includos pan, tobaceo, intoxioants, fusl and light and olothing ; and exaludes amusomsnts and
wports, oduostion, medicine, sarvices, convayance, furniturs, footwear sto.
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itema not included in the calculati Nothing could be done to cover the subgroups
like education, medicine, conveyance, services and durable goods. The total weight-
ago of theso oxcluded itorns is shown bolow, based on the combined samples :

frastile group (por vont)

0.10 10-20 20-30 3040 4050 50.60 @0.70 70-60 80.80 £0-100 0-100

m @) 3 ) (L] [C] ] [ (o) an

rurnl Todia 3.7 4.4 5.1 5.8 0.5 1.0 7.0 8.6 1.7 20.6 118
urban India 7.7 10.86 (2.5 13.7 4.5 8.2 208 21) 20.1 40.2 25.4

Since these itoms were very important for the higher decile groups of popula-
tion, our findings on rurnl-urban priec difforentinly are very tentative for those groups.
Our calculations aro based on the tacit assumption that the uverage prico differontial
for these excluded itoms is Lhe same as the average price differential for the included

items,

2.5, Laspeyres and Pansche's formulie were employed for expressing the
urban price lovel an percentago of the rural price level, in the hope that the two indices
would together indicate some bounds lor the true index. Fisher's indox was also
camputed.

2.6. Price indices. The prico indices are given in Table 2, soparatoly for
the ten decile groups of the population and for different broad categorios of consump-
tion. namely, cercals and cereals substitutes, other food items. total food itors,
non-fool iterns nnd finally all items. In such caso, Laspeyres’ (L) and Paaache’s
(P) indices have been shown: Fisher's index, used subsequently, has been omitted
from considerations of space. The same considerations prevent tho inclusion of
half-samplewise indices excopting for all consumer itoms.

2.7, Judging by the agroement hetween half-sample estimates, the indices
seem to bo quite reliable (oxcepting those for the non-food items). This must be due
to the fairly large sizea of the samples of houscholds, \What s more interesting, the
Laspeyres’ (L) and Pansche’s (P) formulae do not give very different results. This
menns that although the rural and the urban weighting diagrama are very different,
the choico does not materinlly affect the comparisons between price lovels in the two
soctors. The gop botween L and 7 is ofton taken ns an indication of the uncertainty
regarding the ‘true’ prico index. In this sense, the agreement between the two auggests
that the ‘true’ indices aro not far from oither L or P.

2.8. On the whole, the urban price level ia about 15 pet cent above the rural
price level for the generul population. This differentinl is not uniform for the diffarent
areas of the budget. For cerenls and ceroals substitutes, the differential in smaller,
about 11 or 12 per cent; for other food items, it is about 14 per cent; and for all food
items, about 13 per cent. For the non-food items covered in our index, the price
differential is wider, nearly 26 per cent.
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TABLE 2. INDEX SHOWING URBAN PRICE LEVEL A8 PEROENTAGE OF RURAL PRICE
LEVEL BY YRACTILE GQROUPS: N88 18TH ROUND (FEBRUARY 1063-JANUARY 1964)
ALL-TNDIA

urban price lavol as porcentage of raral price level
freotile group  formula®

(por cent) oorcals and  aother  total food non- all itoms
coreala food food®® — M —
sabatitutos he 1 be. 2  combined
combinad
[$}) (&) 3 (O] (8) ) (U] @) (9)
0— 10 L 107.9 107.2 107.7 133.1 110.9 114.0 111.7
P 108.1 1068.9 107.6 128.4 110.2 110.8 110.1
10— 20 L 110.9 100.8 110.6 133.9 1.8 116.0 114.1
P 100.4 100.1 100.2 126.3 s 111.8 111.5
20— 30 L 107.7 108.9 108.4 124.3 1.2 111 111
P 108.0 108.1 108.5 120.8 110.7 108.8 10.3
30— 40 L n2.7 no.8 112.0 121.8 N7.4 114.0 16.2
F 110.0 108.0 100.9 124.2 ns.o 11.8 112.3
40— &0 L 108.7 108.4 108.0 130.7 4.8 108.5 1n2.4
P 108.8 106 5 107.6 1240 112.3 108.8 110.3
60— 60 L 109.7 13.7 111.2 128.2 113.1 115.3 114.0
P 100.4 1.4 110.5 116.9 110.0 1n2.2 nLs
60— 70 L [N} 13.5 113.3 130.4 118.0 117.) 116.5
P nz.a 113.5 ne.o 124.2 ni.s 143 114.8
70— 80 L 113.3 116.6 114.3 128.3 118.8 118.2 117.1
P n2.8 13.3 1ns.1 120.1 na.s ns.2 114.4
80— 90 L 123.0 9.7 121.4 131.8 124.1 121.2 123.7
P 121.0 118.0 117.4 124.4 110.3 117.8 118.8
80 —100 L 18.6 19.9 1no.8 131.6 123.9 121.8 122.9
P ns.g 118.0 118.2 124.4 120.4 120.6 118.7
0— 100 L 1.3 114.86 n2.7 128.9 118.3 118.8 118.0
P nm.a 134 112.7 123.4 114.8 114.0 114.7

L = Laspoyrosindex, P = Paasche index.
$¢vide footnote undor Tablo 1.

2.9. Regarding the price differentials for the ten decile groups, the price
differentiale show systematic trends over the decile groups, excepting for the non-
food items. For sll consumer items, the difforontial is about 10 or 11 per cent for
the five or eix docile groups from the bottom, but thereafter it rises reaching abont
20 per cent for the top decile groups. This invalid the usual compari of
inequality of the size distributions of consumer expenditure in the two sectors, Simi-
lar trends are observed for cereals and cereals eubstitutes, for other food and for all
food ; but for the non-food items, there ia very little trend in the prics differentials for
the ten decile groups. These conclusions are based on fractile graphs showing the
price indices against the decile groups; the significance of the trends was judged in A
semi-intujtive manner,
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3. URBAN-BUBAL DIFFERENTIALS IN LEVAL OF LIVING
3.1, In Table 8 we ntilizs the price indices in Table 2 for comparing the level
of per capits housshold consumption in rural and urban sectors. The ‘before defla-
tion’ figures give the usual compari; which disregard the oxi of price differen-

tials between the iwo soctors. For example, for the general population as a whole,

TABLE3. URBAN PER CAPITA CONBUMER EXPENDITURE A8 PRROENTAGE
OF RURAL PER OAPITA CONBUMER EXPENDITURE BY FRACTILE GROUPS
N8B 15TH ROUND (FEBRUARY 1963 JANUARY 1064) : ALL.INDIA

ooroals and all itoms
frastite group coreals  other (ood totalfood monfood —
{per oont) sabatitutes hal bae. 2 camblned
combined
m @) (] " ® ® m )
(a) bofore doflation
0— 10 108.0 117.8 126.1 12.0 127.1 12,7 9.3
10— 20 9.4 108.8 121.3 8.1 120.7 123.9 128.8
20— 30 92.6 1681 1.3 2.0 w7 124.9 126.3
30— 40 8.4 160.0 n.e 1219 132.2 130.9 120.2
40— 60 89,9 188.1 7.8 120.3 130.3 129.1 130.8
50— 60 a8 170.1 16.4 121.4 134.7 133.9 1533
80— 10 83.8 1.6 120.1 1.3 1.0 139.2 138.6
70— 80 3.0 184.0 127.4 120.6 143.6 M4 4.8
80— 90 76.2 190.6 183.8 125.4 164.9 182.7 157.6
90—~ 100 7.8 214 153.5 140.9 205.2 176.8 100.7
0— 100 84.0 188.8 120.0 121.2 156.8 147.4 1820
(b) afer defistion

0— 10 98.0 108.8 nn1 85.7 115.0 1.8 16.8
10— 20 0.2 183.9 0.4 8.3 1185.1 1090.3 1m.2
20— 30 80.0 181.7 108.1 oL.8 1ns.1 8.8 14,1
30— 40 £0.3 159.2 108.9 94.5 14.7 116.0 IEN )
10— 50 81.8 184.7 108.9 101.6 4.9 8.3 11,8
50— €0 "7 1.2 108.0 100.4 120.8 17 19.3
@w— 70 4.4 181.2 108.2 2.2 120.3 119.8 119.8
70— 80 73.8 160.9 12.1 07.2 1.6 1.7 1.9
0— 90 6.5 168.8 ng.1 98.0 185.5 1377 1%0.0
00 — 100 60.2 188.2 129.0 110.8 168.0 8.9 168.1
0—100 78.1 105.8 114.5 101.0 125.8 127.8 m.7

.. Dafiasion means expraseing the urban aversg st rur prics evst and hes besa done wth Fsher's
*Vide foctnote under Table 1.
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the average per ospita consumer oxpenditure in urban areas is about 52 per oent higher
than the corresponding average for rural areas. If, however, we deflate the urban
average 50 a8 to bring it at par with the rural price level, using the Fisher's price index,
the difference is narrowed to only about 32 per cent. Such figures are given in the
columns headed 'after deflation’. Tablo 3 presents such results for the different
decile groups of the population and for some broad categories of consumption. We
refrain from presenting fractile graphs, but our observations are based on such graphs
and on comparisons of sepatations with error areas, wherever necossary.

3.2. For total consumer expenditure on all items, the ‘before deflation’
percentages fluctuate anround 128 or 129 for the five bottom decile groups, but then
rise at increasing rate over the remaining five decile groups, reaching 192 for the
highest group.  But the percentages fall considerably when the urban expenditures
are deflated, being about 115 for the five decile groups for the bottom, and then in-
creasing to about 168 for the highest gronp. the rise being again marked between the
ninth and the tenth groupr. We may mention that the half-sample divergence is
considerable for the per eapita expenditure estimates for the top decile groups in urban
Indis. Fractile graphs clearly show the wide gap between the level of per capita
consumer cxpenditure in rural and urban Indin, especially for the higher decile groups,
and how this gap ia narrowed when the rural-urban prioe differentials are taken into
account.

3.3. Regarding the different categories of consumption by the general popu-
lation, the ‘before deflation’ percentages are 85 for cereals and cereals substitutes. 189
for other food, 129 for all food and 127 for the non-food items to the extent covered H
the corresponding ‘after deflation’ figures are 78, 166, 114.5 and 101, so that the defla-
tion narrows the urban-rural differentials for other food, all food and the non-food
items, but widens it for cereals and cercals substitutes.

3.4. The non-food items excluded from the calculations accounted for
Ra, 2.84 per capita in the average rural household budget and Rs. 8.81 per capits in
the average urban household budget. The urban average is about 328 when expressed
a8 perosntage of the rural average. Our implicit urban-rural price differential for this
group ls 115, roughly speaking. So, the dofiated urban age is about 283 per cent
of the rural averags, which spesks of a wido disparity between the two sectors in the
consumption of this group of items. The deflated urban per capita consumer expen-
diture is 114.6 per cent of the rural per capita consumer expenditure on all food items,
and the corresponding percentage for the included non-food ilems is 08 low as 101 ;
80 it i8 because of the much higher per: ge, 288, for the excluded non-food items
thet the percontage is 13).7 for the entire budget.

3.5. Relative to the rural level of per capita consumption of cereals and
cereals subatitutes. the urban level of ion steadily declines over the ten

*Evidently, the urban size distribution of persona by total consumor expenditure has s higher
Svorage and greater Lordnx ratio than the oorresponding rural distribation.
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dscils groups of populati flacti -k differences in don between
the two ssctars. Thapemenhgum’hb]o 3 fall from 108 to 72 when based on expen-
diture figures before deflation and from 98 to 80 when based on deflated data. Thus,
the consumption level ia nearly equal in the bottom groups in the two seators, but
the well-off sections in urban areas consume much less of cereals and oercals subati-
tutes than oorreaponding ssotions of the rural population. The trend is not eo simple
for other food, total food and the non-food itsms covered. For other food thers is
a drop in the percentage aftar the lowest decile group, and considerabls rise over the
three highest decile groups and the pastern is broadly similar (or all food. For the

food itoms, the p gos befors doflation rise slowly from 112 for the lowest
decile group to 125 for the ninth and then reaches 141 for the highest group ; the per-
centages after deflation are mostly below 100 ; they rise from 88 in the bottom decile
group to 110 for the higheat decile group.

4. Bz TIONS OF REAL URE
4.1. We may now utilize the urban-rural price differentisl indices in Cols. 7
to 0 of Table 2 to compare the Lorenz ratioa of consumer expenditure for the two
sectars after eliminating the effoct of these prico differentials. Cols. 7 to 9 of Table 1
yield percentage shares of tho dscile groupe in the seotoral sggregates of total con-
sumer axpendilure, After cumulation, these peccentages give Loronz curves of total
consumer expenditure. As the fati ge of population (P) p d
by equal stepa, we used Simpeon’s one-third nl.le for oomputmg Lorenx ratios of the
size distributions. Next, we deflated the urban gromp of
by the corrosponding price differential indices. danvad pereentage alnm of tl\u declile
groupe In deflated aggregate expenditure, and computed Lorenz ratios in the same
manner from the cumulated values of thess shares. All these Lorenz ratios are shown
below :

Loreas raulo
Thal  bet comblaed
) ) ]
all-Indis rural 0.188 0.302 0.300
all-Indis urban 0.388 0.388 0.378

-do- sfter deflation  0.370 0.348 0.260

It will be nosn that the adjustment for price differentinls reducea the urban Lorenz
ratio roughly by 0.02 and partly bridges the gap between the ratios for the two
sactors.

4.2. The two sectoral distributions had ta be pooled graphically since log-

normal or other forma did not At both the distributions, For both ssotors, we p!otwd
of population (P) and lative per of

(Q) against log z whoro z denotes per capita iotal consumer expenditure. For pool-

ing the distribations at nominal prices, we averaged P's and Q's of the two ssotors,
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for selected values of z, using sectoral populations and aggregate expenditures res-
pectively. as woights. For pooling eftor deflating the urban expenditure figures, we
used a single deflator, viz., 115 per cent, this being broadly the overall urban-rural
prico differential index. (The use of soparate doflators over different oxpenditure
brackets seems to be complicated and unnecessary.) We then averaged P for rural
India for & given z and P for urban India for 1.15z read from the graph ; and similarly
for the @Q's.

4.3. Table 4 presents the pooled or all-Indis expenditure distributions for

the combined sample. Tho trapezoidal rule yvields the following Lorenz ratios for
the all-India distributions :

Lorenz rato
at nominal prices 0.324
at rural Indin priccs 0.323

Thus. the deflation process hardly affects the Lorenz ratio : indeed the two Lorenz
curves are atmost indistinguishable. But it would be incorrect to conclude that the
sizo distribution is unaltered Ly the defiation. For any given z, the values of P and
and Q are apprecinbly changed when urban expenditures are deflated.

TABLE 4. ALL.INDIA (RURAL-PLUS-URBAN) DISTRIBUTIONS
OF PERBONS BY PER CAPITA ROUSEHOLD CONSUMER
EXPENDITURE PER 30 DAYS (z) : N6S I§TH ROOND
(FEBRUARY 1963-JANUARY 1984)

por capita consumer at nominal prices at rural prices
oxponditure por 30 —— -
dsys (Rs.) P Q P Q
() 2) [¢)) L] (8)
10 8.9 2.8 0.4 3.1
15 26.3 13.8 30.6 4.9
20 81.2 20.7 83.1 31.2
25 88.6 4.9 70.2 48.5
30 78.8 85.4 80.4 51.4
40 89.5 2.3 90.3 13.8
50 93.0 80.8 4.8 82.2
80 98.3 88.5 068.8 87.0
70 97.4 88.0 7.8 89.
Lorens retios 0.3%4 0.933
Nots : P: Cumul of
Q: of consumer
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4.4. Fig. 1 prosents the Lorenz curves. Only the nowinal prico curvo has
been presented for ull-Indin, rural-plus-urban,
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Cumulative porovntage of population
Fig. 1. Lorenz eucvon of the sizo distributions of parsons
by por capita houxchold convumor oxpendstura for rural
India. urban India aod all-India (roral.plus-urban) based
on NS8 15th round (February 1963 January 1004).
4.5. The all-Indin Lorenz ratios presonted above are based on the trapezoidal
rule of quadrature, which ignores the convexity of the Lorenz curves ; and the true
value should bo closo to 0.33.  We may therefore conclude by pointing to the relative

positions of the different Lorenz ratios :

urban
rural ull-India (doflated) urban
0.30 0.3 030 To.38

5. PRICE LEVEL COMPARISONS : ALL PATRS OF DECILE GROUPS

5.1. The prico i botween ponding decile groups of popula-
tion in rural and urban Indin are open to a number of ariticisms. First, one might
argue that the comparison botween the j-th decile group in rural India (R say) and the
j-th decilo group in urban India (U say), for any j, is not quite meaningful, a criticism
which does not apply to the comparisons between the genoral populations in the two
sectors. Next, one might point to the differences in level of living between corres-
ponding decile groups in the two sectors. Thus, the average monthly per capita
consumor oxpenditure in U, (Rs. 17.29) is much larger than the corresponding rural
figuro (Ra. 13.69) ; in fact, if such averages were the correct guide, U, is comparable
to Ry for which the average expenditure is Rs. 17.47. It might therefore be suggeated
that comparisons be carried out between decile groups in the two ssctors which have
nearly per capita consumption. An alternative would be to compare the budget
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patterns and compare any given decile group in urban Indie with the decile ponp in

rural India having the closest pattern of di A v
sxamination showed that, in this latter case, U/, should be ocompared wﬂ.h Ry; Uy
with R, ; U, with By ; U,, Uy and U, with R, and U, to U, with R,,. Theee findings
were heavily influsnced by the relative weightage of cereals items in the budgets
of the different groups.

5.2. In view of theso. and nlso for the sake of general interest. it was decided
to compute Laspeyres’ and Paasche's indices for comparing price lovels for all pos-
aible pairs of groups formed from U,, Uy...., Uy i Ry, Ry, .... Ry and the general
populations of the two sactors, denoted U, and R,, separately by half-samples. Some
of these indices are presented in Tables 5 and 6. The 56 consumer items indicated
in pare 2.4 above were used for these computations, throughout.

TABLE 4. INDEX BHOWING PRICE LEVEL FOR A DECILE GROUP A8 PERCENTAGE OF
THE PRICE LEVEL FOR THE GENERAL POPULATION, FOR DIFFERENT DECILE
QROUPS IN RURAL AND URBAN IKDIA, N88 16TR ROUND
(FEBRUARY 1803-JANUARY 1964): ALL-INDIA

rural urban
fractile
group Laspoyrea Passcho Laspoyros Paasche
{por cont)
bs.l he 2 comb. ba ) he2 comb. he | he 2 comb. bal he? comb.
3] @ () ) (6) ©) U] (8) © 10 Aan ¢ ay
0— 10 9.4 908 90.0 1.8 91.9 9.8 868 8.0 88.7 882 Sl 89.1

10— 20 94.0 93.5 03.7 964 4.4 04.8 00.7 840 91.1 82,6 93.5 930
20— 30 #8.0 96.2 08.3 7.2 97.0 87.1 92.4 0.7 1.6 3.0 02.5 93.0
30— 40 .2 96.0 98.3 00.7 97.4 07.0 96.0 54.0 04.8 06.1 5.3 053
40— 80 98.2 97.8 97.8 98.7 98.2 8.3 955 2.8 038 06.) 026 846
50 — 60 99.5 8.0 09.5 100.2 99.] 69.7 6.5 97.6 97.0 8.0 975 97.0
60— 70 99.8 90.7 99.7 9.0 00.8 00.8 100.5 99.8 9.7 100.6 90.5 9.7
0 — 80 101.0 100.7 100.6 100.9 100.4 100.7 100.2 100.0 100.4 100.3 )00.4 100.2
80— 90 101.7 100.9 101.3 101.6 1OI.1 101.3 108.1F 108.2 105.4 105.1 104.) 104.4
00— 100 103.8 106.3 104.6 104.6 105.9 105.3 109.8 108.9 109.3 109.8 110.2 108.7

0— 100 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0

53. Broadly speaking, tho half-sample indices are quite closs, excepting
in a few cases where an urban decile group is involved. The diverg bet L
and P is often appreciable in Table 8, but not in Table 5. Interestingly, P is
frequently larger than L. However, the estimated indicse seem to be reliable for most
practical purposes.

5.4. Table 5 shows that taking the price level for the general population
in rural India aa 100, the price levels for R,, R., ..., R,, rose steadily from 91 to 105,
roughly apeaking. A similar pattern is found for the urban decile groups, but here
the indices seem to rise from B8 to 110, approximataly.

6.5. For individual consumer items, the variation of price paid {p) aver
olamsos of per capita consumer expenditure (z) hes beon examined by Praix aad
Hauthakker (1855) and others. The olasticity of p with respect to z has besn called
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TABLE 8. INDEX SHOWING URBAN PRICE LEVEL A8 PERCENTAGE OF RURAL PRICE
LEVEL FOR DIFFERENT PAIRS OF DECILE QROUPS IN THE TWO BECTORS :
NBS 16TH ROUND (FEBRUARY 1063.JANUARY 19684): ALL.INDIA

rural fraatlle group (por cent)

urben  hell
fractile  samplo 0-10 10.20 20.30 30-40 40-580 50.60 60-70 70-80 80.90 90- 0-100
group 100 goneral population
{per cont} —_
ba | has. 2 comb.
[$4) @ O W @ B M B @ 0o (1) A2 (19 (1) (1
0— 10 comb. 111.0 107.7 104.8 104.8 103.2 101.56 101.3 8.9 99.3 94.3 100.0 101.8 100.8
110.1 106.9 104.5 104.4 103.0 101.0 101.5 100.4 100.B 94.56 100.8 103.5 101.9
10— 20 comb. 119.7 1)4.6 111.6 111.2 108.5 107.7 107.4 106.] 105.0 100.1 108.3 110.1 107.0
114.8 111.5 109.1 108.8 107.5 105.9 105.7 104.6 104.6 101.9 105.7 108.2 105.8
20— 30 comb. 118.8 114.3 111.2 111.2 108.4 107.6 107.4 106.0 105.0 100.1 107.5 104.0 108.9
1157 112.5 110.1 109.8 108.5 108.7 106.4 105.2 106.3 102.2 106.0 106.5 108.4
20— 40 comb. 124.0 118.8 115.2 115.2 112.2 1114 1111 109.5 108.7 103.6 112.7 110.2 110.8
118.5 15,5 112.9 112.8 111.4 109.4 100.3 108.0 108.0 104.9 108.7 109.1 109.(
4D — 60 comb. 122.6 115.7 114.2 114.3 1124 110.7 110.4 119.0 107.9 103.1 112.4 107.4 110.0
1175 114.5 1121 101.9 110.6 108.5 108.4 107.2 107.1 103.7 108.7 1057 108.1
60 — 60 comb. 124.6 110.0 117.0 117.1 115.5 113.8 113.7 112.2 111.3 108.0 112.5 113.9 113.0
1206 117.6 115.2 114.0 113.8 111.4 131.1 110.0 108.7 106.2 109.4 111.2 110.8
60— 70 comb. 128.4 123.0 119.9 119.0 118.2 116.4 116.4 115.1 114.5 100.9 116.5 116.4 116.1
124.8 121.5 110.1 118.7 117.6 115.0 114.8 113.6 1)3.2 108.3 1162 114.1 114.4
70 — 80 comb. 1208 124.7 121,8 121.68 120.1 118.5 118.5 117.1 116.6 111.8 117.1 119.1 118.0
125.2 122.3 120.0 110.4 115.3 115.8 1156.4 114.4 113.8 100.7 114.6 115.0 14,8
80— 90 comb. 137.0 131.0 126.5 120.0 127.0 125.3 125.3 123.8 123.) 117.6 125.5 124.3 124,7
191.3 128.4 126.2 126.4 124.3 1218 121.0 110.8 1)8.8 114.1 120.3 119.6 119,90
90 — 10D comb. 137.2 132.4 120.8 130.4 120.1 127.8 128.1 127.4 127.1 122.0 120.0 126.2 127.7
138,5 136.0 133.6 132.6 131.7 128.6 128.0 126.0 125.5 115.7 125.2 127.6 126.4
0—~100 he 11268 121.1 119.2 120.0 117.5 116.0 116.6 115.4 116.1 111.5 116.3
124.1 121.3 110.4 118.7 118.0 116.2 115.1 113.5 113.4 100.8 114.6
(gonorsl  h..2126.0 122.4 118.0 118.7 117.8 116.9 116.5 115.9 115.1 110.4 ne.z
population) 126.6 122.5 119.6 110.0 118.0 116.0 115.1 114.7 112.3 108.1 4.6
comb, 12« 2 121.7 118.6 110.3 117.0 116.4 116.6 115.6 115.3 111.0 6.2
25.2 122.2 110.8 110.2 118.1 116.7 115.3 114.2 113.6 109.6 e

Neze : In ovory coll, tho uppor figuro ia tho Laspoyres index, and tha lower one, Paascha index.

the quality elasticity of the item. It appears that here we have an idea of quality
alasticity for all consumer itoms taken together.

5.0. Plotting the docile group indices of Table 5 against corresponding
averages of per capita total consumer oxpenditure, we found an approximate linear
relation on log-log scale for both rural and urban India. Passing frechand linea by
inspection, the oversll quality elastioity wns estimated as 0.07 for rural India and 0.10
for urban India. Those elasticitics scem to be rather small. However, the qml.n;y
elasticities usually obtained (Iyengar, 1963) relate to h g
liko cereals, and in our computations such groups were split into finer wmhtumu.
In any caso, tho urban elasticity is understandably larger than the rural elasticity.

387




SANKHYA : THE INDIAN JOURNAL OF STATISTICS : Sgares B

5.7. Table 8 compares each Uj(s = 1, 2, ..., 10 and 0) with each Ry (j =1,
2, ..., 10 and 0) and the results appear to be fairly amooth. The formulae employed
do not meet the circular test ; 80, we tried to sce how far tho indices given in Table 5
and the overall urban-rural prico differentinl index can be used to estimate the indices

in the main body of Table 6.

For each pair (i, j). wo calculated the “oxpocted”

value i‘u‘ g, of the Fisher's Tdeal Index for U¢ (with R; =100) by using the formula
]

F

and obtained the residusl

F

Uy o

F, —F

U R

(v}

Fy

R
o o0

v.n’=—r_

Ry Ry

L"R

where Pu‘ . 18 the nctunl Fisher index based on Tnblo 6. Table 7 presents these
)

residuals for all (i, j).

TABLE 7.

RESIDUALS OF FISHER'S IDEAL INDEX BASED ON TABLE 6:

COMBINED SBAMPLE ONLY

rural fractilo group (por cont)

urban frastilo
(par cont) 0.0 1020 2030 30-40 40-50 30.60 60.70 70.80 80.90 so.loom}'x
fon
m @ [} ) (6) (] 4] ®) ® (10 (oY
0— 10 016 0.44 -0.27 —0.42 -0.48 -0.24 -0.30 —0.55 —0.22 -0.37 —0.17
10— 20 0.88 0.24 0.44 008 0.10 010 008 -0.14 —0.11 —0.28 0.15
20— 30 0.50 0.30 0.48 025 0.18 0.16 0.08 -0.09 -0.10 -0.42 0.00
30— 40 1.03 0.65 0.62 0.32 031 0.19 0.3 —0.09 -0.08 -0.38 0.18
10— 80 0.97 0.64 070 0.55 0.53 0.3 038 0.17 0.07 -0.27 0.27
50— 60 -0.04 —6.12 031 0.2 0.85 0.10 0.12 000 -0.12 -0.67 -0.14
80— 70 0.50 0.07 0.47 0.18 0.36 0.11 0.19 0.11 0.00 -0.1& 0.07
10— 80 0.67 0.54 1.02 0.77 1.01 0.83 0.83 0.83 0.79 0.2¢ 0.57
80— %0 1.5 160 211 1.87 212 L7 170 L7 L34 0.3 117
90—100 -0.60 -0.03 0.05 0.72 1.39 1.15 1.28 L7 1.37 0.77 0.8l
goveral population  -0.76 —0.60 ~0.03 -0.19 0.20 0.1l 0.22 0.34 0.4 0.21 0.00

5.8. It is clear that the residuals

are quite small, so that one can very well

summarise the detailed indices given in Table 6 by quoting the indices given in Table 5

and the overall index F, p, which is 115.5 approximately. Similer results were
[ 2

obtained from comparisons among R, ..., Ry and R,; and also among U,, Uy, ..., U,
and U,; that is why only the summary is given in Table 5. It may be noted
in passing that for L and P, the residuals seem to be numerically larger ; and they
tend to be positive for L and negative for P, as expeoted.
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8. CONOLUDING OBSERVATIONS
6.1. We have already mentioned the exclusion of item-groups like education
sad durables from the computations of the indox. It is difficult to cover items belong-
ing to these subgroups (.g. cinema Uckeu domestic sorvices, achool foos) by colloeting
prices for use in inter-rogional pocially when interoet lies in particular
sactions (of docile groups) of the populnnon

6.2, There are in addition the limitations of the NSS h hold budgot data,
which were not collocted for purposas of construction of consumor prico indices. Tho
itoms in the schedule represent brood groups of varicties or qualities ; thus, 'rico
iz ono itom nnd 'milk’ unother. In cnse, the average quality of an item varics over
time or regions, the implicit prices in such schedules would not be comparablo over
time or regions. Our calculutions aasume that the average guality of tho commodity

consumed is moro or lexs the same for the deaile groups of population heing compared
by any index. This numption does not seom to be fully realistic whon there are
substuntial differences between the average per capila consurption expenditures
of tho two decile groups. L is thus possible that the rise in the urhan-rurel price
differontial over the decile groups is partly due to quality varintion. Howover. the
price data obtaincd through a housohold budget enquiry are basod on statistically
valid samples of households {or transactions) covering specificd sections of tho popula-
tion ; the availability of half-samplewiss estimates i alo an important udvantsge
of this approach.
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