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Abstract ; This paper examines the nature and pattern of inter-state disparity in the consumplion pattern
of the major states of India using the National Sample Survey Organization’s large sample quinquennial
data during the period (rom 1972-73 to 2009-10. It is found (hat there has been an increasing tendency
in the disparity in the consumption patiern across lhe stales. However, the states are found (o have witnessed
an increasing trend in real MPCE in varying degrees with increasing inter-state variations in rura! and urban

areas. Although rural inequality is indicative of a inal decline, there is a consistent increase in the
urban inequality measured by Gini Coefficient. Further we also find a drastic modificalion in the consumption
pattern in favour of ! and food p across the different states both at the rural and

urban level. The analysis thus helps us substantiate clearly that the cross state inequalily in consumer
expenditure seems to have increased over the period and has become more divergenl.
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1. Introduction

It is well recognized that one of the crucial problems facing our economy has been the inequality
which has varied di i The varied di ions of inequality have been reflected in terms of
inequality in income, wealth, consumption etc. One can think of such dimensions of inequality across
the regions, income classes, religion, castes and also across consumption baskets. It is true that
i diately after independ of our y the major objectives were ending of poverty,
inequality and ignorance. But even after the elapse of 67 years after independence it is found that a
vast majority of our population both in rural and urban India are suffering from abject poverty. Further
although the degree of inequality in the distribution of income vis-i-vis consumption has been
reduced but its magnitude still remains at a higher degree. Moreover the rural urban disparity in
respect of consumption is also found to be of higher order and for the urban seclor it reveals a
tremendous increasing trend.

Though the impact of various strategies of development is yet 1o come out the data on inequality
and poverty tell us a very sad scenario both at the aggregative and cross state scenario-both in
rural and urban area. [t has been found that the inequality in the distribution of Monthly Per Capita
Expenditure (MPCE) in the rural areas has increased tremendously between the periods 1993-94
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to 2009-10. The Lorenz ratio has been increasing steadily with the urban Lorenz ratio higher than the
rural Lorenz ratio. When the inter-state poverty ratios are compared it is seen that all the 16 states
have shown a decline in the poverty ratios. Further it has been found in the 66th round of survey
of NSSO 2009-10 that the real MPCE has marginally increased from Rs. 158.10 in 1987-88 to
Rs. 187.79 in 2009-10. In case of urban area however the same has increased from Rs. 249.92
in 1987-88 to Rs. 235.03 in 2009-10 during the last 24 years. During the same period the prices
of commodities increased by 394% for rural area and 400.03% for urban area. So the improvement in
the living standard is rather far from what was expected under the various policy regimes.

Thus it is clearly understood that growth in India in the post-reforms period was driven by
consumplion expenditure growth. Indian consumer has largely benefited from the reforms and has
been able to increase the per capita L ially. Therefore ion expenditure is
considered to be a better indicator of lhe economic well-being of people. It is consndered tobea
fair indicator of human living standards, since it aggregates the monetary value of all goods and
services actually consumed during a particular reference period. This includes consumption out of
purchase, home produce, free collection, gifts etc. Due to lack of availability of proper income
data, consumption data is always considered a proxy of the income levels. Under this backdrop we
would like to study the nature and pattemn of consumption expenditure and the different dimensions
of it. The pattern of growth of consumption expenditure is not uniform across the different states,
income classes, item groups, rural-urban areas etc. giving rise to consumption inequality and the
different facets. These dilferent dimensions of consumption inequality have an impact on the level of
living of households causing disparity in the level of living. The main focus of this study is to
analyze the trend of consumption inequality and its impact across the different levels of income
classes, slates and at the rural and urban level.

Brief Review of Literature

There is indeed a vast literature on poverty and inequality which is mainly based on MPCE (Ghosal,
2003, 2009, 2011; Himanshu, 2010; Sengupta, 2008; Sen, 2000; Paatnaik; 2010, Ravillion; 1998,
Datt; 1999, Chauhan; 2005, Datt and Ravillion, 2002). One can safely classify the literature according -
to its nature; focus etc. into the different categories. There are some studies which focus on the
understanding of the general trend of inequality (Ghosal; 2012, 2014, Datt; 2002, Sen and Himanshu,
2004, Pal and Ghosh, 2007). In most of these studies it is found that the growth of income is
accompanied by the existence of poverty and inequality which is puzzling indeed (Ghosal, 2012).
The decadal annual growth rates NSDP reveal a mixed picture over the period and it also reveals
a tremendous inter-state variability measured in terms of the time profile of the values of coefficient
of variation. It seems that some of the states could not take advantage of the market economy. The
withdrawal of the public sector from the development process also was a major reason contributing
to the interstate disparity in the initial phase of economic reforms. But the variability seems (o have
declined sut ially with the prog of the ic reforms thereby reducing the interstate
inequality. Among the other studies some are concentrated in the analysis of poverty and inequality
in the cross country level. (Ghosal; 2005, 2009, 2010). It has been seen that even after globalization
and economic reforms the incidence of poverty in most of the countries is very high. The most
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important factor contributing to inequality in the well beings of the countries has been found to
be differential in real per capita income.

The other group of studies concentrated on the study of aggregate and cross state analysis of
poverty and inequality. (Ghosal; 2005, 2010, Chauhan; 2005). It is found that the goals of removal
of poverty, inequality and i after independ were not achieved in our country. The cross
state differentials in the incidence of poverty and its magnitude of decline are found to be high and
the same is increasing at an alarming high rate. Literature is also very rich in analyzing (he level
and impact at the rural urban areas highlighting the rural-urban divide (Patnaik, 2010, Deaton and
Dreze, 2010, Krist y, 2012). Inter-state rural variability measured through the coefficient of
variation is found to have declined in the pre reform period followed by an increasing trend in the
post reform period although the degree of variability has been found to be low. A similar trend is
seen in the urban inter-state inequality also. The growth has been more pro rich during the post
reform period. It can be thus safely concluded that in rural areas growth in MPCE across states
has caused a decline in inequality whereas in urban areas inequality has increased with a growlh
in MPCE. Also a higher base level inequality in income causes higher inequality. There was a
substantial increase in rural and urban MPCE over the years till 2001-12. But the rural households
contlnue to be worse off than their urban counterparts in lerms of MPCE and the rural urban

in di has widened over the period. The rural-urban expenditure divergence has
dmpped over l.he last few years, presumably because intense public intervention policies for rural
employment and welfare have paid off (Krishnaswamy, 2012).

There were also a vast number of studies ing on the of itude of
poverty and inequality, across the states both in the rural and urban areas. (Himanshu; 2010,
Sengupta; 2008, Patnaik; 2010). These studies try to analyze the shift in consumption pattern at
the urban rural level and the reasons causing the shift in pattern. It was found out that poverty
has declined between 1993-04 and 2004-05 but the substantial part of the decline has occurred in
1999-2005. But doubt has been expressed regarding substantial fall in poverty in both rural and

urban areas. There are few studies which have been tried to ine the position of p
expenditure for estimating the demand trend for various items in the economy (Rao 2000, Kumar
and Mathur 1996, Satyasai and Vist than1996 and M kshi 1996). It was opined thal it was

difTicult 10 arrive at an estimate at the rural-urban disparity in cereal consumption due to manual
labor independently. The main reason [or higher cereal intake in rural India as compared to urban
India has been due to the higher manual labour in these areas. Although this trend is seen to be
declining, still it constitutes around 50% of the rural-urban differences. Again though the cost of
obtaining urban goods in rural India has declined, but it is still high as compared to the urban
prices. Consequently 25 percent of higher per capita consumption of cereals in rural India can be
attributed to cross elasticity of demand.

The review of literature, however, reveals that most of the studies in this area are dated and very
few have focused on inter regional disparity in real consumption expenditure. Keeping this backdrop
in mmd. the proposed study aspires to take a humble attempt to bridge the gap in the existing

The proposed study aims to ine (i) the nature and trend in inequality in consumption
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in India since the post reform period (i) to look into whether there is any change in the consumption
patten of people in India (iii) (o make an assessment of the nature of the disparity in consumption
between rural and urban states. The rest of the paper is designed as follows: Section II discusses data
and methodology used in this paper; Section III analyses the nature of inequality in consumption.
Section IV ines the ch in the plion pattern at the interstate level. Finally, section V
presents the concluding observations.

2. Data and Methodology

Based on the objectives of study, the analysis of the consumption expenditure inequality across state
is done on the basis of MPCE (at constant 1993-94 prices) and the inequality is measured in terms
of Gini Coefficients for the major states from 1972-73 to 2009-10. The analysis is also done at the
rural and the urban level. Therefore, the MPCE and Gini coefficients have been used for the all
India level and for the major Indian states for both rural and urban areas. The data in this respect
are taken from various NSSO rounds. The secondary data has been used from CSO's official website
(www.indiastat.com) and other data taken from the annual reports of Planning Commission of India.
To analyze the nature of consumption inequality at the all India level for the period of 1972-73 to
2009- 10, firstly the Gini coefficients for both the rural and urban areas for the 15 major Indian states
are computed. A close analysis of the data will enable us to understand the trend of consumption
inequality across the Indian states and at the all India level. Again in order io highlight the nature
of inequality of MPCE of both rural and urban areas we have expressed MPCE data at constant
1993-94 prices. To obtain consumption expenditure at constant prices, we have employed the
Consumer Price Index of Agricultural Labourers (CPIAL) as the deflator in the rural areas, and the
Consumer Price Index of Industrial Workers (CPIIW) in the urban areas. To understand the degree of
variability in the MPCE across the states and over time we have computed the profile of coefficient
of variation.

3. Analysis of Consumption Pattern at the Aggregate Level
The main aim of this section is to understand and analyze the pattern of consumption expenditure at
the aggregative level. It is seen that there has been a small but steady increase in MPCE over the
reference years of our study, in both the rural and the urban areas, with inequality, as measured by
the Gini coefTicient, displaying a sudden spurt in urban India in the 2000s-plausibly the result of a
bination of liberalized ic policies and initiatives. One can see that in rural India, the
shares in consumption expenditure of the poorest two deciles and of the richest decile have increased
in 2009-10 as compared to 1971-72, while the shares of deciles 4 to 9 have actually declined.
In urban India, the shares of all but the richest two deciles have declined. In the rural areas, the
ratio of the richest decile's mean income to that of the poorest decile increases from 6.07 in 1970-
71 to 6.35 in 2009-10, and the comresponding increase, in the urban areas, is from 8.37 to 10.74.
This suggesls rising over-time disparity, which is much more pronounced in urban than in rural
India. It is clearly seen that the absolute decile-wise increase in mean income from the base to the
terminal years keeps systematically increasing with the decile in both the rural areas and the urban

ones.
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Table-1 : MPCE (Rs) trends in India (at constant 1993-94 prices)
r ‘ 1972-73 1197778 1983 | 1987-88 | 1993-94 | 1999-00 | 2004-05 | 2009-10
MCE rural ‘ 219.86 | 249.48 | 258.62 280 | 281.40 | 305.50| 322.83 | 34244
\ MPCE urban l 364.72 | 356.19 | 3972 426 | 474.19| 524.19| 618.99| 607.48

Source : Authors compulalion

The table-]1 above shows estimates of all-India average MPCE various quinquennial surveys
of consumer expenditure. For rural India, real MPCE is seen to have grown from Rs. 219.86 in
1972-73 to Rs. 342.44 in 2009-10—an increase of 90% over 40 years. In urban India there has
been a substantially higher growth in real MPCE from Rs. 364.72 in 1972-73 fo Rs. 607.48 in
2009-10—an increase of over 100% in the 40 year-period since 1972-73. A closer look at the
Coefficient of variation (CV) of real MPCE is also helpful in analyzing the level of consumption
inequality. It is seen that the CV has increased from 17.97 in 1972-73 to 29.86 in 2009-10 signaling
a high rate of growth in inequality. The CV has shown consistent increase till 1987-88 where it
reduced to 17.01. With the inception of the reform it has regi da

8!

the period showinga wide gap across the income classes.

across

We have also computed the relative shares of bottom and top 30% of population in total
MPCE. Now if the share of bottom 30% population in expenditure classes registers a decline
and top 30% register an increase, then this will mean that the poor are getting poorer and the
rich are getting richer. In rural India it is found that there has been an increase of 0.6 percentage
points in the share of consumption expenditure of the bottom 30% population and an increase of
0.2 percentage points in the share of consumplion expenditure of the top 30% population during
1973-2010. However, in urban India, the consumption inequality and the share of consumption
expenditure of the bottom and top 30% population indicates that poor are geiling poorer and
rich are becoming richer during the period 1973-2010. It is seen that the share consumption
expenditure of the bottom 30% populations has declined by 2.1 percentage points and the shares

of consumption expenditure of the top 30% population has increased by 3.9 percentage
points.

A better und ding of the ion pattern at the aggregate level cah also be

0 .“ by the position of the MPCE across the country (Table-2). The changes in the
composition and preference of certain items of ption d the changing patlern
of consumplion expenditure in our country. The share of food is seen to have declined by about

24 percentage points to 48.6% in the rural sector and by about 26 percentage points to 38.5% in
the urban sector. Cereals have registered the largest decline in share among all the item groups—
from 40.6% to 12% in rural India and from 23.3% to 7.3% in urban India. Again the share of
food and share of cereals fall appreciably with rise in MPCE level. In rural India as a whole, for

instance, the share of food falls from over 68% in the lowest MPCE class (Rs. 0-235) to under
34% in the highest (Rs. 1155+).

82



S. Lakshmy ond Ratan Kumar Ghosal

Table-2: % Share of Food and Non-Food Expenditure in Total MPCE

RURAL URBAN
Item groups 1972-73 2009-10 1972-73 2009-10
Cereals 40.6 15.6 23.3 9.1
Gram 0.6 0.2 0.3 0.1
cereal sub 0.5 0.1 0.1 4]
pulses & products 43 37 34 2.7
milk & products 7.3 8.6 9.3 7.8
edible oil 3.5 3.7 49 2.6
epg, fish & meat 2.5 35 33 2.7
Vegelables 3.6 6.2 4.4 43
fruits & nuts 1.1 1.6 2 2.1
Sugar 38 24 3.6 1.5
salt & spices 2.8 2.4 23 1.5
beverages, efc. 24 5.6 7.6 6.3
food tolal 72.9 48.6 64.5 385
pan, tobacco, inlox. 3.1 22 2.8 1.2
fuel & light 5.6 9.5 5.6 8
clothing & bedding 7 48 5.3 47
Footwear 0.5 1 0.4 0.9
misc. g. & services 8.7 26 19.2 37.8
durable goods 2.2 4.7 2.2 6.7
non-food total 27.1 514 35.5 61.5
total expenditure 100 100 100 100

Source : Computed from different NSSO Reports

In urban India the fall in the share of food is steeper. It is observed that with higher average MPCE, a
lower share of cereals in total expenditure is witnessed. It has been observed that the share of cereals
is closely correlated with MPCE class. The share of non-food exp
increase in both rural and urban India since 1972-73. Pan, tobacco and intoxicants exhibit a distinct
downward trend, especially in urban areas, while fuel and light appear to show an increase in share in
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the last decade. Clothing and bedding show an overall fall and the share of durable goods appears (o
be picking up. The grealest gainer in share of expenditure is clearly the “miscellancous goods and
services” category (including education and medical care). The share of this group has soared from
8.7% to 26% in rural India and from 19% to 40% in urban India.

It has been noted in the literature on consumption that the per capita cereal consumplion of (he
Indian population has been declining in both rural and urban areas over the past two or three decades.
For all sections of the population, this fall is distinctive. Over years diet has become more varied
especially in the middle and upper income groups. Calorie needs may be changing in especially
in urban India because labor-saving devices are b ing i ingly in the h hold,
in the workplace, and in transportation. This also is an indication of the imp d purchasing power
of the different income classes across rural India. Therefore it is seen’that the quality of life across
the diff ion classes has i

proved at (he same time as inequality in consumption across
different consumption classes has increased.

4. Cross State Analysis of Consumption Pattern in India

This section aims to understand the difference in the growth of consumption expenditure across the
different states and the extent of inter-state inequality. To study the patlern of real growth in the
level of living in Indian states the combined MPCE of the major Indian states is taken. The relative
positions of each of the fifteen major states have been studied in detail. Firstly the best five states in
terms of MPCE combined level in 1972.73 were Punjab, Haryana, Rajasthan, Haryana and
Kamataka while the most impoverished states were Orissa, Bihar, West Bengal and Madhya Pradesh,
The other states remained more or less close Lo the national average. In 2009-10 the states of Punjab,
Haryana, Maharashtra and Gujarat maintained their lead position though Kerala had emerged as the
new leader. Bihar and Orissa continued 1o be the worst performing slates being accompanied by
Uttar Pradesh and Madhya Pradesh respectively. Values of Spearman rank correlation of real MPCE
combined of a state with respect to that of the previous round remained very high: 0.925, 0.911,
0.771, 0.825, 0.927, 0.998 and 0.826 through 1972-73 to 2009-10 respectively. The CV of MPCE of
the major states is seen (o increase from 17.97 in 1972-73 to 21.41 in 1983 signaling increase in
the level of inequality. Then it witnessed a sudden fall to 19.15 signaling a drastic decline in level of
inequality at all India level in 2004-05. But in 2009-10 witnessed a sudden increase in CV to 29.86

projecting a rising level of inters state inequality. It is noliced that across the period of research most
of the states have been growing at widely varying rates.

The figure clearly shows interslate variability in terms of the growth of MPCE. On the left block

of the diagram (low base, low growth) are the states like Bihar and Orissa, while on the top right
(high base, high growth) are the states of Kerala, Punjab, Gujarat, Tamil Nadu,
Maharashtra. The states of Andhra Pradesh, West Bengal and Madhya Pradesh appear in the top
left block (low base, high growth) and Kamataka, Assam and Rajasthan on the bottom right (low
growth, high base). Therefore it is clear that the states with higher expenditure level are largely the
states, which have achieved higher growth rates during the period of investigation. Thus divergence
is the general trend among Indian states in recent times in terms of living.

Haryana and
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Char( 1 : Scatter plot of base level MPCE (1972-73) and growth rates of MPCE of
major Indian states

In analyzing the trend of consumption expenditure across the different states the performance of the
state at the rural and urban areas are also considered separately (1able-3 and table-4). Andhra Pradesh
has shown a consistent increase in real MPCE in both rural and urban India. It was at the fourth
position at Rs 376.38 (rural) and Rs 674.15 (urban) respectively in 2009-10. Assam has shown a
dismal increase in rural real MPCE since 1993-94 and its urban MPCE was at Rs 523.8] much
below the all India MPCE Rs 607.48 for 2009-10. Bihar has been one of the slates with the lowest
rural and urban MPCE over the 8 quinquennial periods. Surprisingly for the state of Haryana the
growth of real rural MPCE was more consistent than the urban real MPCE. But for Karnataka the
urban real MPCE has been growing steadily since the post reform period Lill 2004-05. In 2005-
10 the urban MPCE drastically declined to Rs 583.67. Karnataka has not had a very favorable
growth story in the rural sector. Kerala has regi da i i in rural real MPCE
since 1972-73 but showed a sharp increase in urban real MPCE in 2009-10 by 73.5% p.a. at Rs
905.78. Orissa with Bihar has always the lowest real rural MPCE. But the urban real MPCE of the
state started declining only afler 2000.

Table-3 : Trend in Rural Real MPCE of Major Indian States (1972-73 to 2009-10)

States 1972-73 | 1977-78 1983 | 1987-88 | 1993-94 | 1999-00 | 2004-05 | 2009-10
Andhra Pradesh 198.04 223.19 | 25891 283 | 288.70| 281.23 | 325.85| 37638
Assam 24234 226.89 | 266.70 272 258.11| 27059 | 325.16| 318.45
Bihar 206.02 | 206.83 | 204.04 242 | 21830 24530 | 249.73| 251.29
Gujarat 233.82 | 259.75 | 297.79 285 | 303.32| 34937 | 34040| 2367.16
Haryana 339.10 | 364.01 | 400.64 380 | 385.01 | 460.34 | 486.40| 514.39
Kamnaltaka 206.70 | 231.14 | 261.74 264 | 26938 | 301.28 | 292.75| 297.79
Kerala 261.16 308.11 | 356.37 374 39041 | 498.17 | 574.39| 683.03
Madhya Pradesh 193.83 205.70 | 232.21 251 | 252.01 | 249.02| 258.68| 294.10
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Maharashtra 201.89 | 258.05 | 243.98 285 | 27266 | 303.93 [ 30555 373.06
Orissa 176.60 172.88 | 180.28 226 219.80| 211.55| 237.57{ 252.03
Punjab 353.42 | 45045 450.11 432 | 433.00| 478.84| 482.39| 546.13
Rajasthan 271.18 | 407.99 | 341.70 315 322.39| 344.44| 340.52] 37048
Tamil Nadu 208.08 219.82 | 229.40 273 | 293.62| 32840 336.36| 357.20
Ullar Pradesh 223.46 264.48 | 265.44 263 | 273.83 | 295.06| 310.11| 305.90
West Bengal 192.42 | 206.56 | 218.73 265 | 278.78 | 286.70 | 324.12| 315.50
all-India 219.86 24948 | 258.62 280 | 28140 305.50 | 322.83| 342.44
Ccv 22.50 3031, 2698 19.57 20.82 26.63 27.46 31.76

Source . Various Reports of NSSO

Rajasthan which has had a decline rural and urban real MPCE across the years suddenly slipped to
the 10th position in 2009-10 registering a 27% decline in urban MPCE at Rs 568.03. In the rural
areas, the states which have registered more than 80% growth in MPCE during 1973-2010 are Andhra
Pradesh, Kerala and Maharashtra. In the urban areas, such states are Andhra Pradesh, Gujarat, Kerala,
Maharashira Punjab and West Bengal. A closer look at the C.V across the year indicates that the
inequality has shown a fluctuation at the al! India level. In rural India there has been a consistent
increase in the consumption inequality since the post reform period where as in urban India inequality
seems to have reduced from 1987-88 to 2004-05. But it again increased in 2009-10.

Table-d : Trend in Urban Real MPCE of Major Indian States (1972-73 to 2009-10)

Slates 1972-73 | 1977-78 1983 | 1987-88 | 1993-94 [1999-00 |2004-05 | 2009-10
Andhra Pradesh 336.59 3755 | 4011 398 408.6 | 470.37 | 521.86 | 674.15
Assam 307.47 3268 | 3355 467 | 458.57 | 502.73 | 593.23 | 523.81
Bihar 265.35 294.75 | 2955 323 | 353.03 | 377.97 | 38175 [ 371.43
Gujarat 319.16 | 41436 | 3947 416 | 454.18 | 558.64 6125 | 632.31
Haryana 366.51 387.15 | 4663 (498 | 473.92 560.5 | 584.75 | 645.58
Kamnataka 479.48 47024 | 6414 385 | 74693 | 75035 | 698.81 | 583.67
Kerala 345.97 38533 | 419.) 461 | 423.14 | 539.52 | 521.87 | 905.78
Madhya Pradesh 308.02 | 346.15 | 4034 408 | 493.83 | 548.43 6474 | 499.66
Maharashtra 329.64 387.54 374.1 484 | 408.06 456.7 | 502.15 [ 759.18
Orissa 440.69 | 489.93 | 4789 390 529.8 | 592.54 | 566.58 | 484.69
Punjab 35225 35827 | 361.8 467 | 402.54 | 389.84 | 427.33 | 677.89
Rajasthan 402.86 469.62 | 4649 412 | 510.73 | 587.27 | 721.45| 568.03
Tamil Nadu 32191 373.22 | 3955 430 | 424.73 479.7 | 483.78 | 571.09
Ultar Pradesh 372.83 381.25 | 4037 375 | 438.29 606 | 585.06 | 464.29
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West Bengal 274.16 | 30633 3179 432 | 388.97 [ 42892 | 45874 590.48 |
all-India 36472 | 356.19| 3972 426 | 47419 s24.19 | 618.99] 60748
cv 1671 1499 2008 106 | 2003] 1829 ]| 173s] arm|

Source : Various Reports of NSSO
A closer examination of the values of the Gini Coefficients of MPCE for all the eight quinquennial
NSS rounds (1972-2010) for the rural and urban sectors of the 15 major slates reveals that in the
rural areas, (he inequality has declined in 11 states during 1972 - 2010 whereas it has increased in
other states (Table-5). Maximum decline in the value of rural Gini coefficient has been observed for
the state of Rajasthan (28.8%) followed by West Bengal (21.64%). Other States that have registered
a decline are Bihar (21.53%) Gujarat (16.23%), Kamataka (13.92%), Madhya Pradesh (4.58%)
Maharashtra (13.55%), Orissa (16.03%), Punjab (6.19%) and Tamil Nadu (2.94%).

Table-5 : Gini Coefficient of Major Indian States (Rural)

State 197273 | 1977-78 | 1983 | 1987-88 | 1993.94 [ 1999-00 [2004-05] 2009-10[% Point

Change
AP 0.273 0.298 | 0.294 0.301 0.284 0.233 0.288 0.278 1.83
Assam 0.18 0.179 |0.192 0.222 0.176 0.2 0.197 0.244 35.56
Bihar 0.288 0.259 | 0256 | 0.264 0.223 0.206 0.208 0.226 | -21.53
Gujarat 0.302 0.285 | 0.257 0.233 0.236 0.2)4 0.268 0.253| -16.23
Haryana 0.277 0.288 | 0.272 0.281 0.301 0.238 0323 0.301 8.66
Kamataka 0.273 | 0.321 | 0303 0.292 0.265 0.241 0.264 0.235( -13.92
Kerala 0.31 0.353 | 0.33 0.323 0.287 0.27 0.341 0417 34.52
M.P 0.306 0.331 {0.295 0.29 0.277 0.243 0.269 0.292 -4.58
Maharashtra 031 0.462 | 0.285 0.331 0.303 0.258 0.31 0.268 | -13.55
Qrissa 0312 0.301 | 0.267 0.267 0.243 0.244 0.282 0.262] -16.03
Punjab 0.307 0.303 | 0.279 0.295 0.265 0.239 0.278 0.288 -6.19
Rajasthan 0316 0464 |0.343 0.303 0.26 0.208 0.248 0.225| -28.80
T.N 0.272 0.319 | 0.325 0.323 0.306 0.279 0.315 0.264 -2.94
UPpP 0.277 0299 | 029 0279 0.278 0.245 0.287 0356 28.52
‘W.Bengal 0.305 0.292 | 0.286 0.252 0.252 0.225 0.273 0.239| -21.64
All India 0.302 0.337 | 0.298 0.291 0.281 0.26 0.297 0.291 -3.64
cv 11.81 2234 | 12,70 1127 12.12 9.28 14.10 18.69

Source: Various Reports of NSSO and Author's computalion
The state of Assam has witnessed the maximum increase in Gini coefficient (35.56%) followed
by Kerala (34.52%), Uttar Pradesh (28.52%), Haryana (8.66%) and Andhra. Pradesh (1.83%). The
C.V of the Gini Coefficient has shown a consistent increase from 11.81 in 1972-73 to 13.12 in
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1993-94. 1t fell significantly to 9.28 in 1999-00. With the inception of the early 2000s, the C.V
consistently increased to 18.69 in 2009-10. Interestingly, the share in consumption expenditure of the
bottom 30% population has remained at the same level or gone up in the rural areas of 12 states. The
States where the share has declined are Assam, Haryana and Kerala. The percentage share of the
top 30% population has declined in the States of Bihar, Gujarat, Karnataka, Madhya Pradesh,
Maharashtra, Orissa, Punjab, Rajasthan Uttar Pradesh and West Bengal. The analysis clearly shows
that there has been a reduction in consumption inequality across the different states in the rural areas.

In the urban areas, the inequality (Gini Coefficient) has not declined in any state during 1972-
2010 (Refer to Table 6). The states where the Gini Coefficient has increased most are Gujarat
(35.54%), Andhra Pradesh (28.62%) and Kerala (27.69%), the least increment in Gini Coefficients
is seen in the states of Bihar (2.79%), Kamataka (3.41%) and Madhya Pradesh (4.60%) respectively.
The share in consumer expenditure of bottorn 30% population also declined in all the states. The
share of top 30% increased in all the states with special reference (o Kerala, Gujarat and Andhra
Pradesh. The C.V has increased from 11.34 in 1972-73 to 12.28 in 2009-10 indicating that the
gap between rich and poor is increasing in urban areas.

Table-6 : Gini Coefficient of Major Indian States (Urban)

State 1972-73 | 1977-78 | 1983 | 1987-88 | 1993-94 | 1995-00 {2004-05| 2009-10 |% Point

Change
A.P. 0.297 0.319 |0.327 0.361 0.32 0.313 0.37 0.382 28.62
Assam 0.267 0.324 | 0.276 0.337 0.287 0.31 0314 0.324 21.35
Bihar 0.323 0.304 | 0.301 0.297 0.306 0.323 0.3) 0.332 2.79
Gujarat 0.242 0.308 |0.264 0.285 0.287 0.287 0.304 0.328 35.54
Haryana 0315 0317 {0313 0.297 0.28 0.287 0.361 0.36 14.29
Karnataka 0.323 0.342 |0.334 0.324 0.315 0.323 0.365 0.334 3.41
Kerala 0.39 0.395 | 0.374 0.387 0.337 0.321 04 0.498 27.69
M.P. 0.348 0.377 | 0.306 0.331 0327 | “ 0315 0.393 0.364 4.60
Maharashtra 0.367 0.362 |0.337 0.352 0.352 0.348 0.371 0.41 11.72
Orissa 0.347 0.323 | 0.296 0.324 0.304 0.292 0.348 0.389 12.10
Punjab 0313 0.38 10319 0.278 0.276 0.29 0.393 0.371 18.53
Rajasthan 0.333 0.301 | 0.304 0.346 0.29 0.28 0.367 0378 13.51
TN. 0.315 0.333 |0.348 0.348 0.344 0.381 0.358 0332 5.40
u.pr 0312 | 0327 | 0319 0.329 0.322 0.329 0.37 0.329 5.45
‘W.Bengal 0.338 0317 10.327 0.353 0.333 0.342 0.376 0.384 13.61
All India 0.34]) 0.345 | 0.33 0.352 0.34 0.343 0.373 0.382 12.02
cv 11.34 8.82 3.70 9.15 778 8.66 7.65 12.28

Source : Various Reports of NSSO and Author's computation
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From the above analysis of the Gini Coefficient at the interstate level it is plausible to conclude
that there has been no uniformity in the trend. Overall rural inequality is seen to decline marginally

whereas there has been a i in inequality across the different states in urban areas. It
is alarming to identify that the states of Kerala and Gujarat which have been the forerunner in the
growth of MPCE across the different quinquennial are the states to have witnessed higher rapid
growth in the value of Gini Coefficient there by implying a high rate of consumption inequality.
Again the state of Bihar which has been suffering a low growth of MPCE across the quinquennial

periods, is also the state to be leading as far a decline in consumption inequality is concerned.

5. Concluding Observations

The following conclusions emerge from our study.

First, almost all the slates have achieved a sut ial i in real ption expenditure.
A closer look at the CV of real MPCE is also helpful in analyzing the level of consnmption
inequality. It is seen that the CV has increased from 17.97 in 1972-73 to 29.86 in 2009-10 signaling
a high rate of growth in inequality. The CV has shown consistent increase till 1987-88 where it
reduced to 17.01. But the inception of the post reform period it has registered a consistent increase
across the period showing a wide gap across the income classes.

Second, the share of food and share of cereals fall appreciably with rise in MPCE level. It is
observed that with higher average MPCE, a lower share of cereals in total expenditure is witnessed.
It has been observed that the share of cereals is closely correlated with MPCE class. The share of
non-food expenditure has registered a consistent increase in both rural and urban India since 1972-
73. The greatest gainer in share of expenditure is clearly the “miscellaneous goods and services”
category (including education and medical care). The share of this group has soared from 8.7% to
26% in rural India and from 19% to 40% in urban India.

Third, the reasons for the above trend may be because the calone needs may be changing in
especially in urban India because labor-saving devices are t i ilable in the
household, in the workplace, and in transportation. As a result of the sedentary lifestyle of individual
across the higher income classes the calorie intake has shown a decline across the population with an
inclination to shift towards other food items and improved purchasing power of the different income
classes across rural India.

Finally, in the rural areas, the states which have registered more than 80% growth in MPCE
during 1973-2010 are Andhra Pradesh, Kerala and Maharashtra. In the urban areas, such states are
Andhra Pradesh, Gujarat, Kerala, Maharashtra Punjab and West Bengal. The C.V of the Gini
Coefficient (rural) has shown a consistent increase from 11.81 in 1972-73 to 13.12 in 1993-94. It
fell significantly to 9.28 in 1999-00. With the inception of the early 2000s, the C.V consistently
increased to 18.69 in 2009-10. In the urban areas, the inequality (Gini CoefTicient) has not declined in
any state during 1972-2010. The C.V has increased from 11.34 in 1972-73 to 12.28 in 2009-10
indicating that the gap between rich and poor is increasing in urban areas. The analysis thus helps
us substantiate clearly that the cross state inequality in consumer expenditure seems to have increased
over the period and has become more divergent. By observing the trend of MPCE and Gini coefficient
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of the 15 major states it is observable that inequality has shown an upward trend especially in the post

reform period. Also, there is an evidence of greater urban inequality than rural inequality in most

of the states.
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