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ABSTRACT

Food has been a basic part of our existence and food nourishes the body. The study was
based on the secondary data collected from NSSO household consumer expenditure survey
(unit level data) 68™ round was used to extract the necessary data required for the study.
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The results of the study revealed that the share of per capita monthly food expenditure to
total monthly consumption expenditure for cereals, pulses, edible oils and beverages were
falling over years in rural and urban households, whereas, there was an increase in the
share of per capita monthly expenditure of meat, milk, vegetables, fish, egg, fresh fruits,
dry fruits and spices in rural and urban households of Tamil Nadu. The Engel curves
showed that the share of per capita monthly expenditure on cereals, vegetables and spices
to total monthly food expenditure were decreasing across 12 fractile income groups and
the share of expenditure on milk, egg, fish, meat, beverages, fruits and edible oil were
increasing across different income groups. The share of per capita monthly expenditure on
nuts was remaining constant across different income groups both in rural and urban
households and the share of expenditure on pulses was decreasing across different income
groups in rural households, while it was increasing across income groups in urban
households.

Introduction

Food has been a basic part of our existence
and food nourishes the body. Food may be
viewed as anything eaten or drunk, which
meets the needs for energy, building,
regulation and protection of the body. In
short, food is the raw material from which our
bodies are made. Intake of the right kind and
amount of food can ensure good nutrition and
health, which may be evident in our
appearance, efficiency and emotional
wellbeing. According to the report of Global
Footprint Network (2012), if the current
population and consumption trends continue,

humanity will need the equivalent of two
earths to support it by 2030. The world
currently produces enough food for its
citizens (FAO, 2011). However, food demand
is only met in the aggregate, as there are
profound disparities in access to food across
geographic regions and across the spectrum of
incomes at both the household and country
levels. Kumar et al., (2011) examined the
food demand in India in the context of a
structural shift in the dietary pattern of its
population. The results had reinforced the
hypothesis of a significant diversification in
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the dietary pattern of households in recent
years and found stark differences in the
consumption pattern across different income
quartiles. The analysis of annual growth rates
on area, production and productivity of food
crops in Tamil Nadu over decades revealed
that there was a significant decline in the area
from 1.96 percent in 1961-70 to -0.91 percent
in 2001-2010. Productivity of food grains
showed a positive growth and it increased
from 2.67 percent in 1961-70 to 6.72 percent
in 2001-2010. The Tamil Nadu government
has fixed a production target of 120 lakh
tonnes of food grains in 2013. However,
Tamil Nadu achieved a food grain production
of 110.65 lakh tonnes (LT) in 2013-14. It may
be due to shortfall of 33 percent in the North-
East monsoon rains and the food grain
production is expected to surpass 110 lakh
metric tonnes in 2013-2014. Taking into
consideration the above facts, the present
study was undertaken to analyse the effect of
income on consumption of different food
commodities across different groups of
households of Tamil Nadu.

Materials and Methods

Engel’s consumption function: Linear Engel
relationships may reflect the non-homothetic
consumer preferences. As the high-income
consumers may prefer to spend large portion
of their income on high value food
commodities such as meat, fish, milk, nuts
and fruits a log-log form of the Engel
equation was framed, which allows the
income elasticity to vary across the different
income classes:

The Engel function specified for the study is:
Inw, =¢; +7,Iny, +u,

Where, the dependent variable wi represents
the share of ith commaodity in the total budget.
The independent variable yj represents the per
capita income of households, and uij is a

random disturbance term. The parameters ai,
vi, ui are to be estimated. Where ai is the
constant, vi is the expenditure elasticity, ui is
the error term. The Engel function was
estimated by regressing the share of average
monthly per capita consumption expenditure
of different food items to total household food
expenditure share of individual food item on
the per capita monthly income of the
households across 12 fractile groups. After
estimation of the parameters, the predicted
value of wi for food item across different
income groups (12 fractile groups) were
plotted as Engel curves. This study was based
on the secondary data collected from NSSO
household consumer expenditure survey (unit
level data) 68™ round was used to extract the
necessary data required for the study.

Results and Discussion

Engel curves - the effect of income on
consumption of different food items in
rural and urban households

Engel functions were fitted for 12 individual
commodity groups both for rural and urban
households by taking share of individual
commodity group in the total budget as
dependent variable and the per capita income
of households across 12 fractile classes as
independent variable. After estimation of the
parameters, the predicted value of Wi (share
of individual commodity group across 12
fractile income groups were calculated and
plotted as Engel curves for 12 commodity
groups.

The Engel curves derived for cereals in rural
and urban households are presented as figures
1and 2.

From figures 1 and 2, the share of monthly
expenditure on cereals to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
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proportion of income allocation on necessary
good such as cereals was high in low income
groups and decreasing continuously across
different income groups in the order of low
income class to high income class. This was
in lines with the theory that income or
expenditure elasticity of necessary goods
would be inelastic in nature. The examination
of shape of the of predicted share of cereals
revealed that the share of cereals was
decreasing steeply in rural households than in
urban households, indicating that income
demand for cereals was more inelastic in rural
households than in urban households

Engel curve for pulses in rural and urban
households of Tamil Nadu

From figures 3 and 4, the share of monthly
expenditure on pulses to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocation on pulses was
decreasing across different income groups in
rural households, while proportion of income
allocation on pulses was increasing across the
across different the income groups in urban
households. This elastic income demand for
pulses in urbanities may be due to the shift to
high valued and highly priced pulses and
pulse based processed products in their
consumption pattern. The expected inelastic
demand was proved in the case of rural
households where, there was a reduction in
the share of expenditure with the increase in
income.

Engel curve for milk in rural and urban
households of Tamil Nadu

From figures 5 and 6, the share of monthly
expenditure on milk to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocated on milk which
is a normal good was increasing across

different income groups, proving the theory
that normal and superior goods would have
elastic income demand. The examination of
shape of the of predicted share of milk
revealed that the line was increasing steeply
for urban households than in rural households,
indicating that income demand for milk was
more elastic in urban households than in rural
households.

Engel curve for edible oil in rural and
urban households of Tamil Nadu

From figures 7 and 8, the share of monthly
expenditure on milk to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocated on milk which
is a normal good was increasing across
different income groups, proving the theory
that normal and superior goods would have
elastic income demand. The share of monthly
expenditure on edible oil to total monthly
food expenditure across income groups in
rural and urban households indicated that the
proportion of income allocated on edible oil
which is a normal good was increasing across
different income groups, proving the theory
that normal and superior goods would have
elastic income demand. The examination of
shape of the of predicted share of edible oil
revealed that it was increasing steeply for
urban households than in rural households,
indicating that income demand for edible oil
was more elastic in urban households than in
rural households.

Engel curve for meat in rural and urban
household of Tamil Nadu

From figures 9 and 10, the share of monthly
expenditure on meat to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocated on meat which
is a normal good was increasing across
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different income groups, proving the theory
that normal and superior goods would have
elastic income demand.

The examination of shape of the predicted
share of meat revealed that the line was
increasing steeply for urban households than
in for rural households, indicating that income
demand for meat was more elastic in urban
households than in rural households.

Engel curve for fish in rural and urban
households of Tamil Nadu

From figures 11 and 12, the share of monthly
expenditure on fish to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocated on fish which
is a normal good was slightly increasing
across different income groups, proving the
theory that normal goods would have elastic
income demand. The examination of shape of
the of predicted share of fish revealed that the
line was increasing slightly for both rural and
urban households, indicating that income
demand for fish was relatively elastic in both
rural and urban households.

Engel curve for eggs in rural and urban
households of Tamil Nadu

From figures 13 and 14, the share of monthly
expenditure on eggs to total monthly food
expenditure across income groups in rural and

urban  households indicated that the
proportion of income allocated on eggs,
which is a normal good was slightly
increasing across different income groups,
proving the theory that normal and superior
goods would have elastic income demand.

The examination of shape of the of predicted
line of share of eggs revealed that the line was
increasing slightly for both rural and urban
households, indicating that income demand
for eggs was relatively elastic in both rural
and urban households.

Engel curve for vegetables in rural and
urban households of Tamil Nadu

From figures 15 and 16, the share of monthly
expenditure on vegetables to total monthly
food expenditure across income groups in
rural and urban households indicated that the
proportion of income allocation on inferior
good such as vegetables was high in low
income groups and decreasing continuously
across different income groups in the order of
low income class to high income class. This
was in line with the theory that income or
expenditure elasticity of necessaries would be
in elastic in nature. The examination of shape
of the of predicted share of vegetables
revealed that the line was decreasing steeply
for rural households than in urban households,
indicating that income demand for vegetables
was more inelastic in rural households than in
urban households

Fig.1 Cereals in Rural Households
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Fig. 3 Pulses in Rural Households

Fig.4 Pulses in Urban Households
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Fig.11 Fish in Rural Households

Fig.12 Fish in Urban Households
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Fig.19 Fruits and Nuts in Rural Household Fig.20 Fruits and Nuts in Urban Household
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Engel curve for fruits in rural and urban
households of Tamil Nadu

From figures 17 and 18, the share of monthly
expenditure on fruits to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocated on fruits
which is a normal good was slightly
increasing across different income groups,
proving the theory that normal goods would
have elastic income demand. The examination
of shape of the predicted share of fruits
revealed that the line was increasing slightly

for both rural and wurban households,
indicating that income demand for fruits was
relatively elastic in both rural and urban
households.

Engel curve for dry fruits and nuts in rural
and urban household of Tamil Nadu

From figure 19 and 20, the share of monthly
expenditure on dry fruits and nuts to total
monthly food expenditure across income
groups in rural and urban household indicated
that the proportion of income allocated on dry
fruits and nuts was more or less remaining
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constant, indicating a constant income
demand. The examination of shape of the of
predicted share of dry fruits and nuts revealed
that the line was remaining constant for both
rural and urban households, indicating that
income demand for dry fruits and nuts was
relatively constant both in rural and urban
households.

Engel curve for spices in rural and urban
households of Tamil Nadu

From figures 21 and 22, the share of monthly
expenditure on spices to total monthly food
expenditure across income groups in rural and
urban  households indicated that the
proportion of income allocation on necessary
good such as spices was high in low income
groups and decreasing continuously across
different the income groups in the order of
low income class to high income class. This
was in line with the theory that income or
expenditure elasticity of necessary goods
would be positive but inelastic in nature.

The examination of shape of the of predicted
share of spices revealed that the line was
decreasing steeply in urban households than
in rural households, indicating that income
demand for spices was more inelastic in urban
households than in rural households.

Engel curve for beverages in rural and
urban households of Tamil Nadu

From figures 23 and 24, the share of monthly
expenditure on beverages to total monthly
food expenditure across income groups in
rural and urban households indicated that the
proportion of income allocated on beverages
which is a normal good was slightly
increasing across different income groups,
proving the theory that normal goods would
have elastic income demand. The examination
of shape of the predicted share of beverages
revealed that the line was increasing slightly

for both rural and urban households,
indicating that income demand for beverages
was elastic in both rural and urban
households.

In conclusion the analysis of Engel curve and
the behaviour of predicted share the of
expenditure of food groups for change in
household income across 12 fractile income
groups indicated that share of expenditure on
cereals, vegetables and spices were
decreasing across the income groups both in
rural and urban areas; the share of expenditure
on pulses was decreasing across the income
groups in rural and increasing across the
income groups in rural urban areas and the
share of expenditure on milk, egg, fish, meat,
beverages, fruits, nuts and edible oil were
increasing across the income groups both in
rural and urban areas of Tamil Nadu, which
indicated that the household food demand in
terms of share of expenditure varied across
different food groups and also across regions
in terms of urban and rural households in
Tamil Nadu.
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