Lower on food, higher on conveyance
& durables — how consumption
patterns changed in past decade

Household Consumption Expenditure Survey shows urban-rural gap
has narrowed, particularly at lower levels of consumption, implying
effectiveness of govt policies in improving rural incomes.
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The Ministry of Statistics and Programme Implementation released the

findings from the Household Consumption Expenditure Survey (HCES)
conducted in 2022-23. The survey which is conducted once every five years
presents estimates of the households” monthly per capita consumption
expenditure. It further indicates the average expenditure of households on
various goods and services, including both food and non-food items.

Since the findings of the survey conducted in 2017-18 were junked with the
government citing quality issues with the data, this is the first survey released
after 11 years which presents insights on the state of consumption of the
Indian households.

The survey is essential as it will potentially be used for revising the item
basket and their weights in the Consumer Price Index (CPI). The ministry is
conducting another round of the survey to verify the findings of the first



round. Ideally, the revision in the CPI weights should happen only after the
findings of the second round are released.

The survey also sheds light on the efficacy of the government policies in
lifting the income and consumption levels of households.

Terms, in real terms the growth in consumption is
roughly 3%

The survey shows that during the period 2011-12 to 2022-23, rural
consumption grew at a faster pace compared to urban consumption. While
rural consumption rose 2.64 times, urban consumption rose 2.45 times. This
translates into a compounded annual growth of 9.2 percent for rural and 8.5
percent for urban households. However, when seen in real terms, the growth
in consumption eases to 3.1 percent and 2.7 percent for rural and urban
households, respectively.

MONTHLY PER CAPITA CONSUMPTION EXPENDITURE AT CONSTANT
& CURRENT PRICES (2011-12 & 2022-23])
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The gap between urban and rural consumption has narrowed during this
period, which is a welcome sign reflecting broad-based growth. The
difference between the average rural and urban consumption as percentage of



rural consumption declined to 71 percent in 2022-23 from 84 percent in
2011-12. However, when disaggregated by consumption levels, there are
notable disparities in the urban-rural consumption gap. The gap between
consumption levels of rural and urban households is narrower at the lower
levels of consumption, implying the effectiveness of government policies in
improving rural incomes at the lower end of the pyramid. Significant
differences however exist between urban-rural consumption for the top 10-20

percent of households.

URBAN-RURAL GAP ACROSS DIFFERENT FRACTILE CLASSES

| 0- 5% | 521| 701| 34.3 1,373 2,001 45.7|
5-10% 666 909 36.5 1,782 2,607 46.3

| 10 - 20% | 783 1,118 42.8 2,112 3,157| 49.5|
20 - 30% 905 1,362 50.6 2,454 3,762 53.2

| 30 - 40% | 1,018 1,625 59.6/ 2,768 4,348 57.1
40 - 50% 1,136 1,888 66.2 3,004 4,963 60.4

| 50 - 60% | 1,266 2,181 72.2| 3,455 5,662 63.9|
60 - 70% 1,427 2,548 78.6 3,887 6,524 67.8

| 70 - 80% | 1,645 3,063 86.2| 4,458 7,673 72.1
80 - 90% 2,007 3,893 93.9 5,356 9,582 78.9

| 90 - 95% | 2,556 5,350/ 109.3 6,638 12,399| 86.8|
95 - 100% 4,481 10,282 129.4 10,501 20,824 98.3

| All Classes | 1,430 2,630/ 83.9 3,773 6,459 71.2|

@: Maodified Mixed Reference Period MPCE

SOURGE: HOUSEHOLD CONSUMER EXPENDITURE SURVEY, MINISTRY OF STATISTICS AND PROGRAMME
IMPLEMENTATION @

Among the major states, growth in rural consumption is led by Tamil Nadu,
Bihar, Odisha, Karnataka, Uttar Pradesh and Andhra Pradesh. Notably, the
prominent agri-led states like Punjab and Haryana have seen a relatively
slower growth in rural consumption from 2011-12 to 2022-23.

Growth in urban consumption is led by Bihar, Tamil Nadu, Odisha and
Gujarat.



GROWTH IN RURAL CONSUMPTION IN STATES
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Decline in share of food with tilt towards fruits, milk &

processed foods

Typically, as economies grow, the pattern of consumption tends to shift from
necessities (primarily food) to items of discretionary consumption. The
consumption survey shows this trend for both urban and rural households.
Over the last decade, the share of food in the consumption expenditure of
households has fallen from 53 percent to 46 percent for rural households and
from 43 percent to 39 percent for urban households. Correspondingly, the
share of non-food items has risen for both rural and urban segments.



SHARE OF FOOD & NON-FOOD ITEMS IN THE MONTHLY
PER CAPITA CONSUMPTION EXPENDITURE (MPCE)

Share in total - Rural Share in total - Urban
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SOURCE: HOUSEHDLD CONSUMER EXPENDOITURE SURVEY, MINISTRY OF STATISTICS AND PROGRAMME IMPLEMENTATION @

Interesting patterns are visible within the food basket for rural and urban
households, indicating the changing preference of households. An interesting
finding is that the share of cereals in the overall expenditure has fallen for
both rural and urban households — the decline is more pronounced for rural
households, from 10.7 percent to 4.9 percent over the last decade.

The share of vegetables, pulses and spices has also seen a decline. There is a
shift towards milk and milk products, fruits and processed foods. Notably,
inflation in cereals and vegetables has been far ahead of the headline inflation
during this period, so any attempt at recalibration of the Consumer Price
Index basket based on the recent consumption expenditure should lead to an
easing of inflation.



SHARE OF VARIOUS FOOD ITEMS IN THE MONTHLY
PER CAPITA CONSUMPTION EXPENDITURE

Cereal ' 10.7 4.9 6.6 3.6
Cereal substitutes 0.1 0.0 0.1 0.02
Gram _ 0.1 0.2 0.1 0.2
Pulses and pulse products* 28 1.8 1.9 1%
Sugar & salt ' 1.8 0.9 1.2| 0.6
Milk and milk products 8.0 8.3 7.0 T2
Vegetables _ 6.6 5.4| 4.6 3.8
Fruits (fresh) 2.3 25 26 25
Fruits (dry) ' 0.6 1.2 0.8 1.3
Egg, fish & meat 4.8 4.9 3.7 36
Edible oil _ 37 36 2.7 24
Spices 35 3.0 24 2.1
Beverages, processed food# etc | 7.9 9.6 9.0 10.6
Food: total 52.9 46.4 426 39.2
*excludes gram

#includes purchased cooked meals

SOURCE: HOUSEHOLD CONSUMER EXPENDITURE SURVEY, MINISTRY OF STATISTICS
AND PROGRAMME IMPLEMENTATION

In the non-food segment, while the share of conveyance and durable goods
saw the sharpest rise in the monthly per capita consumption expenditure of
households, the share of clothing and bedding declined. There is also a
greater shift in spending towards consumer services. While the decline in the
share of education is puzzling, the share of expenditure on medical,
excluding hospitalisation, increased over the last decade.



SHARE OF VARIOUS NON-FOOD ITEMS IN THE MONTHLY
PER CAPITA CONSUMPTION EXPENDITURE

Pan, tobacco & intoxicants | 459 1430 42.3 157.0

Fuel & light 114.1 251.3 175.9 404.33
Toilet articles & other household £7 3 1932, 102.0 3217
consumables : | { |
Education 49.9 124.5 181.5 373.3
Medical (hospitalization) ' 30.7, 89.0, 51.5| 123.4/
Medical (non-hospitalization) 644 180.0 94.2 258.4
Conveyance ' 60.1 284.9| 171.5| 554.8|
Consumer services excludin

i & 57.1 191.?_ 147.3 3824
Entertainment [ 14.2) 41.1} 423 102.1|
Rent 6.4 20.4 164.1 423.7
Other taxes & cesses [ 3.6 4.9 21.6 15.5|
Clothing & bedding 85.7 197.7 141.2 299.7
Footwear _ 14.6 32.4 26.3 49.7|
Durable goods 69.4 260.0 147.3 463.1
Non-food: total _ 673.5 2023.1 1509.1| 3929.0

%#!nﬂf udes telephone charges, internet, wﬁrer, harber, béﬂur!c!ﬂn, domestie helper, iﬂ-u-ndrp,
\sweeper, babysitter, actendant, tailor, priest, grinding, pet animals, electrician , plumbing, legal
\expenses, parking, porter, toll charges etc.

SOURCE: HOUSEHOLD CONSUMER EXPENDITURE SURVEY, MINISTRY OF STATISTICS
4ND PROGRAMME IMPLEMENTATION @

Over a longer time, the shift in households’ preferences towards
discretionary items from necessities and staples might hold lessons for local
companies who manufacture necessities.

Impact of welfare programmes on consumption

In addition to the standalone estimates of monthly per capita consumption
expenditure, the survey also presents another set of estimates of monthly
consumption expenditure including the imputed value of items received free
of cost through various social welfare programmes.

Surprisingly, after including the impact of state support, the monthly per
capita consumption expenditure rose by Rs 87 for rural areas and Rs 62 for



urban areas. This seems to be an underestimation and may not have fully
captured the impact of free food grain distribution, LPG cylinders and free
power by various state governments.

On expected lines, the impact of the welfare programmes is highest for the
bottom 20 percent of the households, ranked by monthly per capita
expenditures and tapers off for the households at the upper end of the
pyramid.

Among the food items, the impact of the welfare schemes has led to increase
in expenditure on cereals from Rs 185 to Rs 267 in rural areas and from Rs
235 to Rs 294 for urban areas.

CPI weights & the MPCE shares

At present, the commodity basket and their respective weights in the CPI are
broadly based on the findings of the Household Consumer Expenditure
Survey of 2011-12. The findings on the share in MPCE from the recently
released survey differ considerably from the weights of commodities in the
CPI basket.

CPI places a higher weight on food as compared to the findings from the
Household Consumer Expenditure Survey (HCES). For instance, in CPI,
food has a share of 54 percent for rural India, but the survey tells us that rural
households spend 46 percent of their monthly consumption expenditure on
food. Similar differences exist for urban households as well.

Among the food items, the biggest disconnect between the recent survey
findings and the CPI is seen for cereals. The revamped CPI based on the
recent survey findings, after the conclusion of the second round would much
better represent the state of inflation in the country.



COMPARISON OF CPI WEIGHTS & SHARES IN MPGE

cereal

10.69

' 6.61

cereal substitutes 0.06 0.05 0.02 0.02

|gram 0.14 0.11 0.24 0.18

pulses and pulse products® 2.76 1.93 1.77 1.21 2.95 1.73
sugar & salt 1.83 115 0.93 0.60

milk and milk products 8.04 7.01 8.33 7.22

vegetables 6.62 4.63 5.38 3.80

fruits (fresh) 2.25 2.64 2.54 2.50

fruits (dry) 0.58 0.78 1.17 1.31

egp, fish & meat 4.79 3.65 4.91 3.57 4.87 3.09
edible oil 3.74 2.66 3.59 2.37 B
spices 3.50 2.42 2.98 213 1.79
beverages, processed food# etc 7.90 8.98 9.62 10.64

food: total 52.90 42.62 46.38 39.17 B 36.29
pan, tobacco & intoxicants 321 1.61 3.79 243 3.26 1.36
fuel & light 7.98 6.69 6.66 6.26 ; 5.58
toilet articles & other household 4.01 3.88 512 4.98

consumables

education 3.49 6.50 3.30 5.78

medical (hospitalization) 215 1.96 2.36 1.91

medical (non-hospitalization) 4.50 3.58 477 4.00

CONVEyance 4.20 6.52 7.55 8.59

consumer services excluding 3.99 5.60 508 5.an

conveyance

entertainment 0.95 1.61 1.09 1.58

rent 0.45 6.24 0.78 6.56

other taxes & cesses 0.25 0.82 013 0.24

Clothing & bedding 5.99 5.37 5.24 4.64 7.36 557
footwear 1.02 1.00 0.86 0.77 i :
durable goods 4.85 5.60 6.89 7.17

non-food: total 47.10 57.38 53.62 60.83

SOURCE: MINISTRY OF STATISTICS AND PROGRAMME IMPLEMENTATION



