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Introduction

Analysis of household food expenditure patternsoissidered an important
indicator of economic development in a country,eesgly meaningful in
developing countries where the food expenditur@actis a relatively large
share of household income (Dunne & Edkins, 2005 rdihal Propensity to
Expend (MPE) is a tool to analyse household foogeesiture pattern. It
measures the proportion of any increment of inctiraethe household desires
to spend on consumption. MPE indicates the typeelgitionship between
income and expenditure on a particular food item provides support for
Engel’s curve (Haavelmo, 1947).

MPE of a food expenditure function shows how hootashreact differently

when income changes. This is defined as the ratlzecchange in expenditure
on a food item to change in household total incoltnis. simply the slope of

the response curve and the marginal response stingstion to changes in
income. MPE of food items can be used to comparewoer behavior

between sectors and is relevant to judge the patibradditional demand
(Langemeier & Patrick, 1990).

Objectives

The objective of this study is to examine monthdyiehold rice expenditure
patterns in the urban, rural and estate sectdssidfanka.
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M ethodology

This study used last four of the HIES data setstlfi@r periods 2006/07,
2009/2010, 2012/13, and 2016, in the districts aflBla, Kandy, Nuwara-
Eliya and Ratnapura. These four districts haveasdt 5% of the population
from each of the rural, urban and estate sectdrs.t®tal sample size was
13,881 households of which 2010 urban, 8508 rundl 3363 from estate
households were selected based on the two-stag#iett sampling method
of Neymann allocation. The survey was conductedhgy Department of
Census and Statistics over a period of 12 consecutionths of weekly
consumption of nine rice varieties in the marketsas white kekulu normal,
white kekulu samba, red kekulu normal, red kekalonlsa, samba, nadu red,
nadu white, basmathi and several other rice vageWeighted average prices
were estimated for each rice variety.

A basic food expenditure function includes expaméiton food items as the
regressand and income as the only explanatory blariddere the total
household expenditures are used as a proxy fomadmecause income data
generally suffer from measurement errors and msg @clude a transitory
component of income (Burney & Khan, 1991). So, hbesehold monthly
rice expenditure equation can be written as:

InRE = By + f1InTI +u (2)

Where, RE — Total monthly rice expenditure per letvadd; TI — Total
monthly income per householf; andg; are the unknown parameters to be
estimated and u is a stochastic error term

Based on King and Byerlee (1978) MPE can be deffinged equation (1) and
written as:

Aln(RE)
Aln(T1)

Marginal Propensity to Expend (MPE)t =

Results and Discussion

Figure 1 below depicts estimated magnitude of tiEMN rice declining in
all three sectors when household income increddagnitudes of MPE on
rice are 6.72x18, 6.20x1C & 2.94x10® for estate, rural and urban sectors
respectively. There is a larger difference in thegmtude of MPE between
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estate and urban sector. However magnitudes of BteElmost similar in
rural and estate sectors at each income levelmidgnitude of MPE in estate
households was higher than in other sectors mtcme levels. This indicates
that households in the estate sector show higlslyargsive rice consumption
(elastic) to changes in income. Likewise, urban andl sector households
show low and medium responsiveness in rice consompéespectively to
changes in income.
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Figure 1: Marginal Propensity to Expend of Rice

The difference between magnitude of MPE on ricevbenh rural and estate
sectors is seen to be very small and decreasingpathly income increases.
However, high income estate households show relgtivigher MPE value

indicating higher responsiveness in rice consumgtiancome changes

The difference between urban and estate sectgreager than the difference
between estate and rural sectors. The magnitud&P& on rice is lower in
higher income level households in the urban sexsten though there is a trend
for this difference to decrease. The declining badraof the magnitude of
MPE on rice is smooth and regular in all sectorgtate sector having low
availability of income sources and hence with loesome, a change in income
would cause higher responsiveness in rice consompiihich implies much
of their income is spent on food items like ric8ut, urban households’
monthly earnings as well as earning opportunitresvary high compared to
other sectors, so that responsiveness to rice ogstgen is low.
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Conclusion

The findings show a decreasing MPE with respect to income al three sectors
related to different rice varieties. Among the sectors, highest impact on rice
consumption is in the estate sector when household income increases. So,
compared to other sectors the estate sector is highly responsive to food
consumption as their income increases. Urban sector households demonstrate
the lowest impact of income on rice consumption.

It isalso observed that there was considerabl e variation in MPE acrossincome
levels. The highest, lowest and medium level variations of MPE were found
in the estate, urban and rural sectors respectively. The higher MPE variation
was found among low income recel pent of the estate sector. Thelower income
sector spends a substantially higher incremental total income on rice
consumption than the higher income sector. It meansthat the incremental total
expenditure on food in estate households is higher than in rural and urban
sector households. The results of this study suggest that income-oriented
policies are important to achieve better food consumption in al sectors to
reduce the problem of unbalanced diets. In addition, complementary policies
are necessary.

If there are sudden shocks like COVID 19, the occurred the total economy is
changed dueto instability of the market situation. It meansincreased consumer
demand of food-supply cannot reach due to less productivity. Further research
isrequired in these lines.
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