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The economic growth, changes in tastes and preferences and urbanization has resulted in changing consumption pattern away from traditional food commodities to processed and high value commodities (Murty, 2000; Meenakshi, 1996; Rao, 2000).  The consumption of food is falling because of shift in consumption away from cereals to high calorie commodities such as meat, milk, fish etc, in other words from low value to high value commodities (Kumar and Kumar, 2004; Meenakshi, 1996). In rural areas the shift in consumption pattern is more in those regions that are experiencing greater improvement in infrastructure (Rao, 2000). The changing consumption pattern has resulted in decline in per capita household demand for foodgrains (Radhakrishna and Ravi, 1992; Kumar and Mathur, 1996; Murty, 1999; Kumar and Kumar, 2003). However, there has been little attempt to assess the changes in consumption pattern by value added food products. The analysis of food consumption in Urban India is of greater interest. It permits not only to understand the food consumption pattern of an important and growing population but also reveals the future of consumption habits in India. It is considered that the changes in consumption are more likely to happen in urban than in rural India. Even more, it is among the urban population that the most important concentration of wealthy people are found and they are considered the most auspicious to introduce the new trends. An understanding of the changing consumption pattern according to the extent of value addition would have implications not only for foodgrains demand projection but also for development policies. It is therefore, pertinent to understand: what is the extent of shift? Has the consumption of value added products really increased, if yes, then to what extent? Is this shift observable across all the income groups of the populationand specially in urban India?  To find solution to these, this study is undertaken with following specific objectives: 1)To study the food consumption pattern by expenditure groups for urban and rural India and across states for urban India; 2) To classify the food items in accordance with the level of processing and to analyse the trend and pattern of consumption of processed food; and 3) To analyze the consumption of the highest income group of urban households as symptomatic of future consumption pattern

Data and Methodology
The Data

The household level data on consumption of food available from 55th (1999-2000) and the 61st (2004-05) rounds of the National Sample Surveys Organisation (NSSO) is used for analysis. The ten states, with important urban population, were taken up for disaggregated regional level analysis. The household level data is classified into Monthly Per Capita Expenditure (MPCE) groups. The MPCE groups are expressed as percentiles as is done in the NSSO survey reports No. 508 and 509. These groups were numbered from 1 to 12, starting from the lowest to the highest MPCE group. Among these, the four MPCE groups (two each from the beginning and end of the expenditure continuum), each account for 5 per cent of the household. The remaining 80 per cent of the sample households were classified into 8 equal percentile groups, thus making a total of 12 groupings. These groups facilitate the comparison of the results of the two rounds of survey.

The disaggregated household level data were used to analyze the consumption by extent of value added food products. The expenditures for the 141 food items by all MPCE groups for both urban and rural India were calculated1. A grid was evolved to classify the food items according to the level of processing, which is:
1. Primary products: These food products are consumed as is produced without processing. The activities like grading, sorting, washing, packing are not considered as processing, therefore, the food products undergoing such activities are considered to have not undergone any processing. Examples, fresh fruits and vegetables, eggs, fluid milk at the farm, etc.
2. First processing (low value added): Such food products that undergo a minimal level of processing such as shelling, hulling, husking, milling, drying and grinding come under this category. For such type of processing the input is a “primary product” and the extent of value addition2 is minimal (0-5%). Examples, rice, flour, pulses, spices, dry fruits, etc.
3. First processing (high value added): These products undergo a sophisticated level of processing resulting in relatively higher value addition (5-15%). The nature of processing to which these type of food products undergo are pasteurising, heating, fermenting, slaughtering and crushing. The commodities which are inputs for such processed products are primary products and there is no addition of ingredients or mix of primary products. Examples, dairy products like butter, curd, meat, fish and sugar.
4. Second processing: The commodities which are inputs for such processed products are “first processed product” which could be mixed with other products including “primary products”. These types of food products may include other ingredients, flavour, and preservatives could be added. Examples, biscuits, bread, ghee, ice cream, jams etc. 
5. Third processing: The type of food products coming under this class are ready to eat food, prepared and packed meals, take out type meals. It may also include ready to cook seasoned meat or fish in small portion. The family can eat a whole meal with a minimum of preparation, as in a restaurant. Such type of food products demand a high level of sophistication, a very good cold chain and a retail chain. This type of food competes with what one can get from the restaurant. Examples are ready to cook meals (pizzas, lasagnes), frozen prepared meals, etc.
The study classified the food items according to the grid developed by level of processing and is presented in Appendix 1.
Conceptual limitations of dataset
The NSSO survey data contains a few  food items that posses a certain level of aggregation encompassing more than one level of processing. For example, fluid milk may include the fresh milk “as from the cow”, pasteurized milk, standardized milk, specialty milk with added vitamins, minerals, flavour, organic milk, sterilized and even more. To divide milk between “primary products”, “first low” and “high processing is difficult. Similarly raw cashews, dry, roasted and salted, such food items represent a continuum based on level of processing but in the survey these food items are considered a single food item. 

Another important food item that demand clarification is “Beverages and other processed foods”. Its consumption increases with increases in income during both the survey periods, 1999-2000 and 2004-05(Appendix 2). The desegregated data revealed that the main item of this category is “Cooked meals”. The consumption of “cooked meals” as a proportion of “beverages and other processed foods” increased from 6.4 per cent for the low expenditures group to 42.2 per cent for the highest MPCE group in 2004-05 (Appendix 3). The common understanding of “Cooked meals” would be the frozen and/or prepared meals, ready to cook or to eat. But the NSSO definition of “Cooked meals”3 reveals that it is not a processed food item which is the focus of this paper. It does not come from the food industry and is produced within the household kitchen, at the same time and in the same pot as for all the family food.
Two other items need to be commented upon i.e., tea (cup) and coffee (cup). These are beverages consumed outside home may be from a tea stall or a street vendor. They should not appear4 in home consumption category rather termed as “food bought and consumed outside home”. If the cooked meals and these two beverages were excluded from the categorization of products, then no items would be left in the “third processing” group.
An index of processing was developed using the following criteria:
	Sl. No.
	Level of processing
	Weightage score (w)

	1
	Primary
	1

	2
	First processing (Low)
	2

	3
	First processing (high)
	3

	4
	Second processing
	4

	5
	Third processing
	5


The index of processing would help in better understanding the regional variations in the magnitude of processing

           ∑LPij * wi
IPj = 

             ∑LPij 

Where,

IP= Index of processing

LP= Percent expenditure on ith level of processed product, 

i= Primary, First (Low), First (High), Second processed, Third processed

w= weightage score

j= states or income group (MPCE group)

RESULTS AND DISCUSSION

Evolution of Households’ Expenditures

The GDP (constant rate) increased by 33.7 per cent during the study period 1999-2005 and has recorded an annual growth rate ranging from 3.9 per cent to 8.7 per cent (Table 1). The per capita GDP recorded an annual growth rate ranging from 1.9 per cent to 7.0 per cent.  
Table 1: Macroeconomic indicators of Indian economy

	Year
	Growth rate
	HH savings as % of GDP

	
	GDP (constant Rs)
	GDP per capita
	

	1999-2000
	6.2
	4.4
	21.1

	2000-2001
	4.0
	1.9
	21.0

	2001-2002
	6.0
	3.9
	21.8

	2002-2003
	3.9
	1.9
	22.7

	2003-2004
	8.7
	7.0
	23.8

	2004-2005
	7.4
	5.7
	21.6

	Source: GOI(2006-07)


The high growth performance of Indian economy is expected to result in higher household expenditures.  This is possible only if different classes of Indian society shared the growth of wealth and if a significant part of it is allocated towards consumption expenditure. However, the proportion of household savings to GDP does not reveal such an important shift during the observed period.

It is expected that the expenditure on food would increase given the fact that a large part of the Indian population is undernourished and that any increase in income will be used to meet the basic necessity of food. It is also hypothesized that a significant portion of the Indian middle class will shift its food consumption from low value to high value products or from low value added to high value added products (Kumar and Kumar, 2004).  However, these need to be empirically examined. 

The change in income over the period 1999-2000 to 2004-2005 for the urban and rural households is presented in Figure 1 and 2, respectively. During the period marginal increase in income is observed and it is insignificant for many MPCE groups.

The first 5 MPCE groups, accounting for 40 per cent of urban households, recorded a marginal decrease in total income during the period 1999-00 to 2004-05. The increase in income is concentrated in the higher expenditures groups with the last group recording a substantial increase. It is also noticed that the food expenditure did not increase for any group. Similarly, for rural households, the first 8 groups accounting for 70 per cent of the households, incurred no increase in income.
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Source: GoI (1999-2000) & GoI (2004-05)
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Source: GoI (1999-2000) & GoI (2004-05)

The benefit of growth was reaped by the last group that recorded an increase in expenditure by more than Rs 400. Even in rural areas the expenditure on food recorded marginal decrease across all income groups. These results are contrary  to expectations and only higher income groups of households have gained from the economic growth.

It is now important to know how the increased income is utilized. What are the changes in food consumption pattern? 

Changing pattern of Household Expenditures

The data of NSSO survey rounds 27th (Oct 1972 to September 1973), 32nd (July 1977 to June 1978), 38th (January 1983 to December 1983), 43rd (July 1987 to June 1988), 55th (July 1999 to June 2000) and 61st (July 2004 to June 2005) is used to analyse the long term changes in composition of household expenditure. Figure 3 and 4 presents the relative importance of the food and non food items in total expenditures for both urban and rural households for 30 years period (1972-73 to 2004-05). It is evident that the importance of food in total expenditures is decreasing over the period.


[image: image3]
Source: GoI (2004-05)

Two commodity groups are observed to be gaining importance in the household consumption expenditure. The first being “fuel and light” whose share in total household expenditure increased during the period 1972-73 to 2004-05 from 5.6 per cent to 9.9 per cent and from 5.6 per cent to 10.2 per cent for urban and rural households, respectively. The second commodity group is “miscellaneous goods and services” that covers education, medical care, rents and taxes. Its share increased significantly from 19.2 per cent to 37.2 per cent and from 8.7 per cent to 23.4 per cent for urban and rural households, respectively.
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Source: GoI (2004-05)

The relative shares across time period give the relative importance of the commodities in total household spending. However, it is important to know, what is the expenditure pattern of households in real terms? The household expenditures were deflated using suitable indexes6 and compared. The urban households recorded an increase in income available for total consumption during the last three decades (Figure 5). The over all economic growth of Indian economy was beneficial to urban households. It is surprising that in real terms the rupees spent on food did not increase. 
[image: image5.emf]Figure 5: Total expenditures, Values, 27th to 61st NSSO Rounds, Urban India
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[image: image6.emf]Figure 6: Total expenditures, Values, 27th to 61st NSSO Rounds, Rural India
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It goes against the common perception that there is an increase in food expenditure (in absolute terms) even though there is decrease in its relative importance in total expenditure. 
The situation of rural India is slightly better and is revealed from the income and consumption pattern of rural households. Firstly, the income growth of rural households was marginally superior (37.5 per cent) to that of the urban households (35.1 per cent). Secondly, a marginal increase in food expenditure (in real terms) was observed over the 32 years period.
This finding has an important consequence on the food consumption analysis. The development relies on the fact that the newly created wealth benefits all classes of the Indian society. It is also assumed that high income elasticity of demand for food exists, therefore, if the income growth is not there, there will be no progress in demand and no markets for food products.

Trend in Food expenditures

The food expenditures of urban households (in real terms) decreased by 3.1 per cent during the study period 1999-00 to 2004-05 (Table 2). 

Table 2:Food expenditures variation 1999-2000 to 2004-05, Urban India 

( in per cent)

	Commodity groups
	Expenditure groups

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Avg

	Cereals
	-11.5
	-10.4
	-12.7
	-12.7
	-11.7
	-10.8
	-12.0
	-9.2
	-9.8
	-11.8
	-8.3
	-9.9
	-10.8

	Pilse
	-12.3
	-12.5
	-12.6
	-11.4
	-10.7
	-14.9
	-16.6
	-18.9
	-17.4
	-19.9
	-20.7
	-20.5
	-16.7

	Milk
	-6.6
	7.9
	5.7
	8.2
	8.4
	3.8
	3.0
	-0.7
	-3.2
	1.0
	-2.2
	-7.0
	-0.2

	Edible oil
	35.7
	30.3
	29.2
	26.5
	29.5
	21.8
	21.6
	18.9
	20.1
	16.7
	13.2
	13.0
	20.6

	Eggs, fish & meat
	10.9
	1.8
	6.7
	-2.0
	4.1
	-10.3
	-13.5
	-11.2
	-0.7
	-8.5
	1.4
	-8.9
	-5.5

	Vegetables
	5.3
	0.6
	-1.8
	-3.9
	-5.1
	-8.7
	-6.8
	-9.0
	-6.1
	-10.0
	-11.4
	-18.0
	-8.3

	Fruits (fresh)
	13.7
	9.7
	-2.6
	10.0
	14.5
	12.4
	5.8
	-1.0
	3.1
	-1.5
	-6.5
	-10.6
	-0.9

	Fruits (dry)
	94.5
	65.1
	49.4
	31.4
	27.9
	31.3
	29.9
	14.7
	12.5
	24.8
	-3.5
	-6.5
	11.8

	Sugar
	6.4
	13.0
	4.6
	7.3
	4.9
	4.1
	1.1
	0.2
	-2.0
	-2.3
	-0.9
	-8.5
	0.8

	Spices
	-9.1
	-7.7
	-8.1
	-7.7
	-10.9
	-9.2
	-12.0
	-12.7
	-12.7
	-14.1
	-12.7
	-19.2
	-11.6

	Beverages
	14.2
	10.2
	2.2
	6.4
	9.8
	14.8
	10.1
	8.8
	6.7
	8.1
	9.3
	14.0
	9.0

	Total
	-2.1
	-1.0
	-2.8
	-2.1
	-0.5
	-2.2
	-3.1
	-3.6
	-2.8
	-3.1
	-2.7
	-4.0
	-3.1


Source: GoI (1999-2000b) & GoI (2004-05) 
The decrease in food expenditure is also observable across all expenditure groups. The structural change in consumption pattern is observed during the period 1999-2000 to 2004-05.
Decrease in consumption of certain food commodities7 is observed, the most important being Cereals, whose consumption fell by 10.8 per cent in real term.  Pulse is another important commodity recording a drop in consumption by 16.7 per cent.  The fall in consumption is observed for these two groups of commodities across all the expenditure groups. The decrease in vegetables consumption (8.3 per cent) is also noticeable though an improvement was recorded for the lowest two groups. 

Table 3: Food expenditure variation 1999-2000 to 2004-05, Rural India  

( in per cent)

	Commodity groups
	Expenditure groups
	

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Avg

	Cereals
	-13.7
	-17.9
	-15.7
	-16.7
	-15.9
	-18.1
	-15.5
	-16.0
	-15.3
	-15.4
	-15.7
	-10.6
	-15.8

	Pilse
	-6.8
	-7.4
	-10.5
	-12.4
	-13.7
	-13.7
	-16.7
	-17.6
	-18.5
	-18.4
	-20.6
	-15.2
	-15.5

	Milk
	-1.5
	21.4
	12.2
	12.7
	11.8
	9.4
	12.1
	7.8
	-0.4
	-2.7
	-1.8
	-17.3
	0.4

	Edible oil
	35.1
	36.9
	39.9
	33.7
	33.5
	31.8
	27.0
	24.6
	24.1
	20.0
	22.6
	25.5
	27.9

	Eggs, fish & meat
	-3.3
	-0.9
	3.7
	0.6
	-5.8
	-1.4
	-4.5
	2.3
	10.8
	4.0
	-0.4
	20.5
	4.1

	Vegetables
	2.2
	1.0
	5.3
	2.6
	0.9
	1.0
	-0.3
	-0.3
	-0.3
	-3.7
	-5.5
	-5.6
	-0.5

	Fruits (fresh)
	10.0
	22.9
	22.7
	16.1
	19.3
	19.4
	4.4
	7.7
	9.4
	8.3
	7.1
	10.3
	10.5

	Fruits (dry)
	-10.8
	18.9
	21.9
	10.8
	27.7
	18.9
	16.1
	27.6
	28.3
	27.9
	24.4
	11.8
	21.1

	Sugar
	14.1
	12.4
	14.1
	12.7
	12.0
	8.5
	3.5
	2.9
	-1.0
	-2.5
	-0.4
	-5.0
	3.4

	Spices
	-11.5
	-11.8
	-8.7
	-10.5
	-10.0
	-11.4
	-13.1
	-13.6
	-14.5
	-15.4
	-15.7
	-10.5
	-12.4

	Beverages
	33.5
	26.0
	18.4
	22.6
	17.2
	16.4
	9.6
	3.9
	10.0
	9.4
	9.1
	14.6
	12.4

	Total
	-4.9
	-5.8
	-3.5
	-4.1
	-3.6
	-4.5
	-4.0
	-4.3
	-4.1
	-5.0
	-4.7
	-3.4
	-4.2


Source: GoI (1999-2000b) & GoI (2004-05)
The Fresh fruits, Milk and sugar recorded an increase in consumption mainly by low expenditure group of households. Three commodity groups recorded positive change in the consumption pattern: Edible oil (20.6 per cent), Dry fruits (11.8 per cent) and Beverages and other processed foods (9.0 per cent). The increase in consumption of Dry fruits is very high for low expenditures groups. Edible oil is recording a significantly high increase across all income groups, similar pattern is observed for Beverages and other processed food. The analysis of the rural sector reveals almost similar pattern.

The food expenditure (in real terms) is observed to have fallen by 4.2 per cent during the period 1999-2000 to 2004-05. Cereals and Pulses recorded a drop in expenditure by15 per cent in the year 2004-05. The weight of these two commodities in total food consumption explains the overall fall. Milk and Sugar record marginal increase on average basis mainly due to increase in consumption by the lower expenditures groups. An increase of 4.1 per cent was observed in consumption of Eggs, meat and fish over the period 1999-2000 to 2004-05. Again the most impressive increase in consumption expenditure are observed in Edible oils (27.9 per cent), followed by Dry fruits (21.1 per cent), Beverages and other processed food (12.4 per cent) and Fresh fruits (10.5 per cent). All of these four commodities recorded an increase in expenditure across all the income groups.
A decrease in food expenditure in real terms is experienced in both the urban and rural households. However, it is accompanied with shift in consumption pattern. It is now important to analyse the shift in consumption pattern across states for urban India as this would guide the future trend.
To facilitate the comparison across states an index of per capita food consumption of food items is computed using the value for Urban India as 100. The variation in consumption of food among the ten states, with the most important urban population, and all Urban India are presented in Table 4. For cereals, the index of consumption ranges from 84.5 in Madhya Pradesh to 120.1 in West Bengal. Cereals has the lowest standard deviation (std=12.41) of all food categories revealing lower inter state variation in its consumption.

The consumption index for pulses ranges from 56.1 in Rajasthan to 124.8 in Tamil Nadu. In milk and milk products some important variations (std.=38.46) are observed; the range varies from 55.0 in West Bengal to 179.6 in Delhi. The State with lowest consumption index is Uttar Pradesh (80.1) and the highest is for Gujarat (159.5) far more than that for Urban India. Thus, Gujarat is an exception, with all other States being closer to all Urban India. The consumption of Eggs, fish and meat reveals wide inter state variations (std.=72.12), with the consumption index varying from a very low of 28.2 in Gujarat to a high of 286.5 in West Bengal. Two factors heavily influence the consumption pattern across states: one is the vegetarianism of a large part of the population in certain States and the other being high fish consumption in coastal States. For Vegetables, the consumption index ranges from 67.1 in Madhya Pradesh to 165.1 in Delhi. The consumption of fresh fruits varied from 66.5 (Madhya Pradesh) to 146.7 (Delhi). Dry fruits is a minor item that shows important variation (std.=58.37). Local production seems to be an important factor influencing its consumption. Sugar consumption varies from 62.0 (Andhra Pradesh) to 143.4 (Karnataka). Spices offers less variation excepting a very high consumption observed in Tamil Nadu (183.5). Finally, Beverages and other processed food that is thought to be associated with modern consumption habits varies from 59.5 (Madhya Pradesh) to 136.7 (Tamil Nadu). 

Table 4: Average Food expenditures, Urban, States and India, 2004-05, index Urban India = 100

	
	MH
	UP
	TN
	WB
	AP
	GUJ
	KNK
	MP
	RAJ
	Delhi
	India
	Std dev
	Av.

	Cereal 
	93.0
	91.8
	104.8
	120.1
	117.5
	85.1
	108.0
	84.5
	87.2
	96.5
	100.0
	12.41
	98.8

	Pulse & Pulse products
	113.2
	97.6
	124.8
	75.6
	97.4
	111.2
	104.6
	94.6
	56.1
	114.2
	100.0
	19.21
	98.9

	Milk & milk products
	92.7
	100.2
	79.7
	55.0
	71.6
	152.3
	78.5
	87.0
	144.1
	179.6
	100.0
	38.46
	104.1

	Edible oil
	121.6
	80.1
	87.2
	112.5
	88.2
	159.5
	82.4
	86.6
	85.9
	120.6
	100.0
	24.31
	102.5

	Eggs, fish  & meat
	93.5
	51.2
	117.0
	286.5
	111.0
	28.2
	105.6
	35.3
	32.5
	69.3
	100.0
	72.12
	93.0

	Vegetable
	100.7
	95.4
	138.9
	129.9
	79.6
	131.2
	71.3
	67.1
	89.5
	165.1
	100.0
	30.98
	106.9

	Fruits (fresh)
	127.4
	72.9
	106.8
	83.8
	91.3
	104.6
	120.0
	66.5
	70.8
	146.7
	100.0
	25.38
	99.1

	Fruits (dry)
	216.3
	99.7
	33.0
	35.3
	127.9
	146.5
	91.9
	95.6
	99.8
	205.5
	100.0
	58.37
	115.1

	Sugar
	110.8
	111.8
	66.9
	74.5
	62.0
	134.0
	143.4
	113.7
	117.8
	108.3
	100.0
	26.22
	104.3

	Spices
	112.9
	84.5
	183.5
	111.4
	109.1
	101.9
	100.3
	83.1
	95.4
	96.6
	100.0
	27.00
	107.9

	Beverages etc
	116.8
	67.6
	136.7
	106.3
	106.1
	102.7
	109.9
	59.5
	63.8
	114.3
	100.0
	24.48
	98.4

	Total
	104.9
	86.7
	109.7
	110.1
	96.2
	112.6
	97.9
	77.5
	90.3
	126.5
	100.0
	13.66
	101.2


Note:1)Shadowed over 105 and under 95.
 2)MH= Maharasthra; UP=Uttar Pradesh; TN=Tamil Nadu; WB=West Bengal; AP= Andhra Pradesh; GUJ= Gujarat; KNK=  Karnataka; MP= Madhya Pradesh; RAJ=Rajasthan
Source: NSSO, 61st Round, our calculations

It is thus concluded that the three States having highest consumption expenditure are Delhi (126.5), Gujarat (112.6) and West Bengal (110.1); two of these include a major metro. The three lowest consuming states are Madhya Pradesh (77.5), Uttar Pradesh (86.7) and Rajasthan (90.3); none is including a major metro. If we take the number of food categories with the index more than 105, Delhi ranks first, recording index of more than 105 in 8 food categories and is followed by Maharashtra (7), Tamil Nadu (6) and West Bengal (6). Thus, the 4 Indian metropolises appear among the top consuming states. At the other end, are concentrated Uttar Pradesh (1), Madhya Pradesh (1) and Rajasthan (2).
It is now important to analyse the composition of consumption by level of processing in order to determine whether the shift in consumption pattern is more towards value added food commodities. 
Composition of Value added products in food consumption
The trend in consumption of various groups of commodities by levels of processing along the expenditure groups for urban India is presented in Figure 8. The proportion of “primary products” consumed does not show much increase with increase in income. The “first (low) processed products” as a proportion of total food consumed recorded significant decrease with the increase in income. On the other hand the “first (high) processed products” as a proportion of total food consumed recorded substantial increase across the expenditure continuum. The benefit of changes in consumption pattern across expenditure groups goes to the “second processing” resulting in increase in its share from 4.0 per cent to 17.5 per cent for the lowest expenditures to the highest expenditures group, respectively. Thus as expected the higher expenditure groups are consuming more of products with a higher level of processing. This is observed despite the fact that the budget dedicated to food expenditures is proportionately falling for urban households.

For rural India, a similar kind of trend is observed as that in Urban India (Figure 9). The “first (high) processed products” take a more important place in replacing the falling “first (low) processed products” than the “second processed products” as was observed in case of urban households. The proportion of “primary products” remained almost constant across the expenditure groups. Nevertheless, caution is placed for this classification for rural India. Since, for urban India if fluid milk is classified as a “processed product”. It is more appropriate to classify it as “primary products” in rural India. As can be seen from Table 4, it changes the full portrait.
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The Table 5 presents the comparative picture of the progress of processed food consumption between the two surveys. A decrease of the importance of “primary products” and of “first (low) processed products” in the food basket and a rise in the “first (high)” and “second processed products” is observed. The “second processed products” consist of less than 10 per cent of the average urban food basket.
Table 5: Food expenditure pattern according to the level of processing, Rural and Urban India 
(in Percent)

	Level of processing
	Urban
	Rural
	Rural (milk: primary product)

	
	1999-2000
	2004-05
	1999-2000
	2004-05
	1999-2000
	2004-05

	Primary products
	17.4
	16.8
	14.6
	15.3
	28.4
	30.2

	First processing (Low)
	37.9
	34.8
	49.9
	43.9
	49.9
	43.9

	First processing (High)
	35.5
	38.2
	31.5
	35.1
	17.7
	20.3

	Second Processing
	9.2
	10.2
	4.0
	5.7
	4.0
	5.7


Source: GoI (1999-2000b) & GoI (2004-05)

Taking into account the level of expenditures and the availability of processed food, the rural households are not expected to have the same expenditure pattern. As can be seen, the consumption of “primary products” occupies a relatively minor place compared to that for urban households. For the “first (low) processing”, we observe that the rural households are dedicating more income but the relative decrease between the two surveys is more important for rural than for urban households. The relative share of “first (high) processed” food is lower in the rural area and even more, this affirmation has to be weighted by the fact that the fluid milk is classified as for urban households as a “first (high) processed product”. In the urban center the milk is mostly, pasteurized, standardized and packed. It is what justifies its classification. In the rural area the fluid milk is mostly consumed as a raw product involving little processing  and should in consequence be classified as “primary product”. If this is done, “primary products” and “first (high) processed products” are re-balanced in favour of the “primary products” that are still increasing their share in 2004-05. The place occupied by “second processed products” in the rural area is around 5 per cent of food expenditures.

Having observed the proportions of value added food items in the total it is also important to know what is the situation in real terms, how many rupees more or less were spent on the different categories of processed products?

Table 6 presents the difference in consumption expenditure by households between the two survey periods i.e., 1999-2000 and 2004-05. 
Table 6: Processed food consumption pattern, variation in 2004-05 to 1999-2000, Urban India

(Constant Rs) 

	Level of processing
	Expenditure group

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Avg

	Primary products
	1.3
	0.5
	-0.7
	-1.0
	-1.1
	-2.9
	-3.1
	-5.4
	-3.2
	-6.3
	-11.9
	-24.7
	-4.6

	First processing(Low)
	-10.7
	-11.5
	-14.4
	-15.4
	-15.1
	-15.5
	-18.2
	-16.8
	-18.2
	-21.7
	-20.6
	-26.3
	-16.9

	First processing (High)
	3.5
	7.4
	6.6
	7.7
	11.5
	5.1
	6.0
	3.7
	5.0
	6.7
	7.2
	-9.0
	5.1

	Second Processing
	1.9
	0.9
	2.5
	3.2
	2.9
	4.0
	2.8
	2.4
	2.0
	3.9
	2.5
	-3.4
	2.2

	Unclassified
	0.4
	0.6
	-1.0
	-0.4
	0.2
	1.7
	0.2
	0.2
	0.1
	0.8
	3.8
	26.3
	1.5


Source: GoI (1999-2000b) & GoI (2004-05)
On average, the reduction in expenditures by Rs 4.6 and Rs 16.9 is observed for “primary products” and “first (low) processed products” respectively. Increase in expenditure is observed by Rs 5.1 and Rs 2.2 for “first processed (high) products” and “second processed”, respectively. As was observed earlier in the paper, a reduction in food expenditures in real terms was observed. This confirms the fact that the development of the processed food on per capita consumption basis was marginal during this five year period.
For rural India, between 1999-00 and 2004-05, the fall of food expenditures was Rs 10.1 (Table 7). The expenditure in Primary products (milk is here classified as First (high)) was almost stagnant. The decrease in First (low) processed products (Rs 21.4) was partly compensated by an increase in First (high) processed products of Rs 6.7 and of Second processed products of Rs 4.2 per person per 30 days. These increments are, however, very small for a five years period.

Table 7: Processed food consumption pattern, variation from 1999-2000 to 2004-05, Rural India

(in Constant Rupees)

	Level of processing
	Expenditure group

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	010
	11
	12
	Avg

	Primary products
	0.4
	0.4
	1.5
	0.9
	0.6
	0.7
	-0.3
	-0.1
	0.4
	-1.0
	-1.9
	-0.9
	0.2

	First processing(Low)
	-11.3
	-17.3
	-16.8
	-19.5
	-19.5
	-23.2
	-21.7
	-23.5
	-24.2
	-25.3
	-27.9
	-21.4
	-21.4

	First processing (High)
	3.0
	5.7
	7.0
	7.3
	8.0
	8.3
	9.0
	9.2
	7.5
	4.4
	6.7
	-6.1
	6.7

	Second Processing
	1.7
	1.9
	3.2
	3.6
	3.8
	4.3
	4.0
	4.2
	4.8
	5.1
	5.4
	7.5
	4.2

	Unclassified
	-0.1
	0.0
	-0.5
	0.3
	0.1
	0.1
	-0.2
	-0.9
	0.0
	0.1
	0.0
	5.8
	0.2

	Total
	-6.3
	-9.4
	-5.6
	-7.4
	-6.9
	-9.8
	-9.2
	-11.1
	-11.5
	-16.7
	-17.7
	-15.0
	-10.1


Source: GoI (1999-2000b) & GoI (2004-05)

The regional variation in consumption of processed food is estimated and presented in Table 8. For Urban India, the primary products occupy 16.8 per cent of the food budget, the first processed (low value added) products 34.9 per cent, the first processed (high value added) 38.2 per cent and the second processed products 10.2 per cent(Table 8). The modernization of the consumption pattern in India is expected to provoke an increase in the consumption of the primary, first (high) and second processed products and a decrease in the first (low) processed products.
The shaded area in the Table 8 shows these changes. This phenomenon can be completely observed in Delhi state. In Maharashtra and Gujarat three of the four trends are present compared to Urban India. Surprisingly, the same is also observed in Rajasthan state (Urban). 

Table 8: Food expenditure according to the level of processing, Urban, selected States, India, 2004-05, per cent

	Food items by level of processing
	MH
	UP
	TN
	WB
	AP
	GUJ
	KNK
	MP
	RAJ
	Delhi
	India

	Primary 
	17.6
	16.3
	21.1
	18.8
	15.3
	17.5
	14.8
	15.4
	14.6
	19.9
	16.8

	First (low) 
	33.7
	35.8
	36.7
	33.7
	42.3
	28.6
	38.2
	38.1
	31.9
	27.6
	34.9

	First (high) 
	39.1
	36.8
	33.2
	36.7
	33.9
	43.9
	38.3
	38.9
	41.9
	40.0
	38.2

	Second 
	9.0
	11.1
	7.7
	10.8
	8.6
	10.0
	8.6
	8.9
	11.7
	12.5
	10.2


Note :1) Shadowed for Primary, First (high) and Second higher than India, for the First (low) lower.

2) MH= Maharasthra; UP=Uttar Pradesh; TN=Tamil Nadu; WB=West Bengal; AP= Andhra Pradesh; GUJ= Gujarat; KNK= Karnataka; MP= Madhya Pradesh; RAJ=Rajasthan

Source: NSSO, 61st Round, authors calculations

The food consumption according to the level of processing of the average household was also compared with that of the 5 per cent of the highest income group (MPCE group 12). This group is expected to have adopted the new food consumption pattern.

Table 9: Food consumption according to the level of processing, Top 5% highest income group compared to State average (=100), selected States and Urban India, 2004-05

	Food items by level of processing
	MH
	UP
	TN
	WB
	AP
	GUJ
	KNK
	MP
	RAJ
	Delhi
	India

	Primary
	115.0
	103.4
	81.3
	101.3
	102.7
	97.5
	125.4
	108.1
	118.5
	82.2
	110.8

	First (low)
	68.9
	65.5
	81.7
	60.9
	75.9
	86.1
	74.1
	65.0
	73.3
	76.6
	69.0

	First (high)
	102.8
	101.2
	114.6
	115.6
	114.3
	89.8
	93.8
	117.0
	97.2
	104.5
	104.8

	Second
	169.4
	202.3
	195.4
	167.2
	154.2
	189.2
	192.0
	155.2
	160.7
	164.3
	172.0


Note: MH= Maharasthra; UP=Uttar Pradesh; TN=Tamil Nadu; WB=West Bengal; AP= Andhra Pradesh; GUJ= Gujarat; KNK= Karnataka; MP= Madhya Pradesh; RAJ=Rajasthan
Source: NSSO, 61st Round, our calculations

As can be seen, some changes are more obvious among this selected group. If for all urban India there is still an increase in consumption of the primary products compared to the average, it is not the case any more in Delhi, Tamil Nadu, and Gujarat. After a general increase that affects the average consumption, there is in fact a decrease for the highest income group. There is a point where the Engel’s Law finally applies.  

For all States and Urban India, the fall is obvious for the first (low) processed products. An increase is observable for the first (high) processed products but the main change occurs with the second processed products. Its consumption increases by 72 per cent for all Urban India and by a very significant percentage for most of the States. 

Extent of processed food consumption 

An index for the level of processing was created in order to better understand the determinant of the change in the consumption pattern. This index relies on the classification that was made using the 141 food items included in the NSSO survey. The primary products received a weight of 1, the first (low) 2, the first (high) 3 and the second processed products 4. The index can vary from 1 to 4, four being the highest level of processing. The level of processed food consumption for Urban India is 2.42 (Table 10). It goes from 2.24 in Tamil Nadu to 2.51 in Rajasthan. Delhi (2.45) and Gujarat (2.46) are in the highest position and it is felt that milk (weight 3) is a major explanation. 
Table 10: Level of processing Index, Urban, selected States, India, 2004-05

	
	MH
	UP
	TN
	WB
	AP
	GUJ
	KNK
	MP
	RAJ
	Delhi
	India

	Average
	2.38
	2.43
	2.24
	2.39
	2.36
	2.46
	2.40
	2.44
	2.51
	2.45
	2.42

	Top 5 %
	2.47
	2.65
	2.50
	2.59
	2.45
	2.60
	2.48
	2.58
	2.61
	2.66
	2.56

	Variation(%)
	3.90
	9.30
	11.50
	8.20
	5.30
	5.50
	3.30
	5.80
	4.10
	8.60
	6.10


Note: MH= Maharasthra; UP=Uttar Pradesh; TN=Tamil Nadu; WB=West Bengal; AP= Andhra Pradesh; GUJ= Gujarat; KNK= Karnataka; MP= Madhya Pradesh; RAJ=Rajasthan
Source: NSSO, 61st Round, our calculations

It is also important to observe the trend in processed food consumption by top 5 per cent of urban population. The index for level of processed food consumption by top 5 per cent of Urban India was 2.56 and it varied from 2.66 in Delhi, 2.65 in Uttar Pradesh, 2.61 in Rajasthan and 2.60 in Gujarat (Table 10). A rise in income class from average to the top 5% of the households have an impact on the index of processed food consumption of only 6.1 per cent on all Urban India and it varies from 3.3 per cent in Karnataka to 11.5 per cent in Tamil Nadu. It was, however, expected that a more important shift in consumption pattern would take place. It reflects the fact that the consumption of second processed food is not that common even among the rich people. It is also important to recall that with the disaggregated 141 food items that are present in the NSSO survey, none of the items could be classified as third processed food.

The Table 11 illustrates the variation in the index according to the level of income for all Urban India. The index is observed to vary positively in relation with the income group.

Table 11: Level of processing Index according to income groups, Urban India, 2004-05

	
	Income group
	

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	

	
	LT335
	335-395
	395-485
	485-580
	580-675
	675-790
	790-930
	930-1100
	1100-1380
	1380-1880
	1880-2540
	MT2540
	All

	Index of processed food
	2.21
	2.25
	2.29
	2.32
	2.35
	2.38
	2.39
	2.42
	2.44
	2.48
	2.52
	2.56
	2.42


Source: NSSO, 61st Round, our calculations

Changing composition of food consumption

So far only the  aggregated indicators of the consumption pattern and more particularly of processed food consumption was dealt, it is important to look at the specific items that are consumed to see if there are differences among the States (urban) and for the high income group (5%). It is expected that with the increase in the income the wealthy people will diversify their consumption. It should get reflected in the concentration on food consumption in the top 10 or top 25 food items consumed. It was observed that the 10 most important items consumed for Urban India absorb 57.2 per cent of the budget, while the first 25 monopolize 75.9 per cent (Table 12).

Table 12: Share (%) of the top 10 and top 25 food items on total food expenditures, Urban, selected States and India, 2004-05

	No of items in food basket
	Income group
	MH
	UP
	TN
	WB
	AP
	GUJ
	KNK
	MP
	RAJ
	Delhi
	India

	top 10


	High income
	59.6
	55.2
	59.5
	58.6
	60.7
	58.3
	58.2
	63.4
	63.7
	59.4
	54.1

	
	Average
	58.0
	65.8
	55.2
	61.9
	65.4
	63.9
	57.8
	65.8
	69.1
	59.6
	57.2

	top 25


	High income
	80.9
	77.7
	78.9
	78.6
	78.8
	77.4
	78.7
	79.6
	82.1
	79.4
	73.9

	
	Average
	75.3
	83.0
	75.1
	81.0
	81.3
	79.7
	78.1
	81.4
	85.7
	78.5
	75.9


Note: MH= Maharasthra; UP=Uttar Pradesh; TN=Tamil Nadu; WB=West Bengal; AP= Andhra Pradesh; GUJ= Gujarat; KNK= Karnataka; MP= Madhya Pradesh; RAJ=Rajasthan
Source: NSSO, 61st Round, our calculations

Across States, the budgetary share of top 10 food items varies from 55.2 per cent in Tamil Nadu to 69.1 per cent in Rajasthan. While the top 25 food items of the food basket accounts for 75.9 per cent of the total budget and it varies from 75.1 per cent in Tamil Nadu to 85.7 per cent in Rajasthan. Therefore, it is concluded that the consumption is concentrated to a limited number of food items.

It is also expected that the increase in income will make the households to diversify their consumption of food items, leading to introduction of new items. This diversification should be reflected in the percentage of the budget allocated to a limited list of items. The percentage of the budget devoted to the top 10 or the top 25 should in consequence be reduced. Actually, it is reduced by 3.1 per cent in Urban India for the top 10 and by 2.0 per cent for the top 25. For the States with the major metro, the trends are reversed. The proportion of budget devoted to top 10 food items is increasing for Maharashtra, Tamil Nadu, and also for the top 25 food items for Karnataka and Delhi. It is now important to have a closer look at the constituents of the top 10 food items.
Table 13:  Top 10 food items consumed, Urban, selected States, India, 2004-05, Rs/person/30 days

	Maharashtra
	Expenditure (Rs)
	Uttar Pradesh
	Expenditure (Rs)
	Tamil Nadu
	Expenditure (Rs)
	West Bengal
	Expenditure (Rs)

	Milk: liquid
	71.51
	Milk: liquid
	74.06
	Rice others
	88.93
	Rice other
	90.55

	Wheat atta
	39.39
	Wheat atta
	60.68
	Milk: liquid
	62.43
	Fish, Prawn
	51.74

	Rice others
	38.00
	Rice others
	29.45
	Edible oil: other
	23.38
	Milk: liquid
	36.14

	Ground nut oil
	21.11
	Mustard oil
	21.10
	Goat meat/mutton
	13.61
	Mustard oil
	35.12

	Edible oil: other
	20.22
	Sugar
	16.74
	Arhar. Tur
	12.31
	Wheat atta
	21.50

	Sugar
	16.56
	Potato
	12.21
	Other processed food
	9.03
	Potato
	16.71

	Arhar, tur
	12.68
	Arhar, tur
	9.89
	Rice PDS
	8.53
	Other processed food
	15.51

	Tea: leaf
	11.89
	Tea: Leaf
	7.54
	Chicken
	8.09
	Chicken
	11.63

	Other processed food
	9.92
	Ghee
	7.53
	Urd
	8.07
	Sugar
	10.77

	Goat meat/mutton
	9.78
	Prepared sweets
	6.67
	Ground oil
	8.03
	Masur
	9.92

	
	
	
	
	
	
	
	

	Andhra Pradesh
	Expenditure (Rs)
	Gujarat
	Expenditure (Rs)
	Karnataka
	Expenditure (Rs)
	Madhya Pradesh
	Expenditure (Rs)

	Rice others
	103.36
	Milk: liquid
	107.09
	Rice others
	66.45
	Milk: liquid
	61.72

	Milk: liquid
	56.20
	Wheat atta
	49.29
	Milk: liquid
	60.30
	Wheat atta
	55.52

	Edible oil: other
	18.46
	Ground nut oil
	36.24
	Sugar
	18.15
	Rice others
	23.80

	Other processed food
	17.71
	Rice others
	26.81
	Edible oil: others
	17.08
	Edible oil: other
	18.87

	Arhar, tur
	13.27
	Edible oil: others
	18.92
	Tea: leaf
	15.01
	Sugar
	16.50

	Ground nut oil
	13.25
	Sugar
	16.96
	Wheat atta
	13.13
	Arhar, tur
	12.99

	Goat meat/mutton
	12.79
	Ghee
	14.59
	Ground nut oil
	121.45
	Tea: leaf
	9.80

	Chicken
	10.21
	Tea: leaf
	14.03
	Arhar, tur
	11.94
	Ghee
	8.84

	Sugar- other sources
	8.51
	Arhar, tur
	12.47
	Goat meat/mutton
	11.56
	Mustard oil
	6.27

	Rice PDS
	7.33
	Salted refreshments
	7.07
	Jowar & products
	10.28
	Salted refreshments
	4.90

	
	
	
	
	
	
	
	

	Rajasthan
	Expenditure (Rs)
	Delhi
	Expenditure (Rs)
	India
	Expenditure (Rs)
	
	

	Milk: liquid
	94.58
	Milk: liquid
	129.66
	Milk: liquid
	73.30
	
	

	Wheat atta
	76.92
	Wheat atta
	62.38
	Rice others
	53.38
	
	

	Ghee
	24.12
	Rice others
	32.54
	Wheat atta
	37.94
	
	

	Sugar
	17.63
	Mustard oil
	18.08
	Sugar
	14.07
	
	

	Mustard oil
	10.44
	Sugar
	16.35
	Edible oil: other
	13.31
	
	

	Edible oil: other
	10.36
	Edible oil: other
	15.98
	Mustard oil
	10.73
	
	

	Tea: leaf
	10.34
	Tea: leaf
	13.36
	Fish, prawn
	9.51
	
	

	Ground nut oil
	9.67
	Ghee
	12.38
	Tea: Leaf
	9.20
	
	

	Rice others
	8.62
	Potato
	11.40
	Arhar, tur
	9.00
	
	

	Goat meat/mutton
	7.36
	Vanaspati, margarine
	9.58
	Ground nut oil
	8.94
	
	


Note: Public Distribution System (PDS) only when indicated. 

The ten most important food items consumed by the average urban household of selected states and of India are presented in Table 13. The items that are more particular to a single or a few States were shadowed. The consumption pattern shows a lot of similarities revealing the constitution of the basic Indian diet with some variation from State to State. In simple terms it could be stated that the basic diet is made of fluid milk, rice, wheat, pigeon peas (arhar), some oil, sugar and meat or fish and tea. There are some regional variations: rice will take over wheat; chicken will be more important than goat/mutton; fish will dominate in West Bengal; oil will vary or be replaced by ghee or vanaspati; potato will appear in the top 10. But the average picture remains more or less the same. A few other food items makes a rare appearance like other processed food (includes many unidentified products), vanaspati, jowar or salted refreshment. Thus, about 55-65 per cent of the budget is spent on these basic items.

Table 14: Top 25 food items consumed, Urban India, 2004-05, Rs/Person/30 days

	Average
	
	High income
	
	Rank change
	Average=100

	Milk: liquid
	73.3
	Milk: liquid
	179.2
	
	244

	Rice others
	53.4
	Rice others
	69.7
	
	130

	Wheat atta-other sources
	37.9
	Wheat atta-other sources
	45.5
	
	120

	Sugar-other sources
	14.1
	Other processed foods
	34.4
	Up
	391

	Edible oil: other
	13.3
	Edible oil: other
	29.4
	
	221

	Mustard oil
	10.7
	Fish, prawn
	27.1
	Up
	285

	Fish, prawn
	9.5
	Ghee
	21.7
	Up
	332

	Tea: leaf
	9.2
	Sugar-other sources
	20.3
	Down
	144

	Arhar, tur
	9.0
	Apple
	19.1
	Up
	488

	Ground nut oil
	8.9
	Prepared sweets
	17.9
	Up
	393

	Other processed food
	8.8
	Tea: leaf
	17.3
	Down
	188

	Goat meat/ mutton
	7.8
	Goat meat/mutton
	14.2
	
	180

	Ghee
	6.5
	Chicken
	14.1
	Up
	256

	Potato
	6.1
	Biscuits
	13.4
	Up
	278

	Chicken
	5.5
	Ground nut oil
	12.8
	Down
	143

	Tomato
	5.2
	Arhar, tur
	12.5
	Down
	139

	Onion
	5.1
	Salted refreshments
	12.5
	Up
	256

	Salted refreshments
	4.9
	Mustard oil
	11.9
	Down
	111

	Biscuits
	4.8
	Banana
	11.8
	Up
	279

	Prepared sweets
	4.6
	Tomato
	9.4
	Down
	182

	Other spices
	4.5
	Bread, bakery
	8.3
	New
	328

	Banana
	4.2
	Potato
	8.2
	Down
	134

	Apple
	3.9
	Cold beverages
	7.8
	New
	654

	Moong
	3.3
	Onion
	7.8
	Down
	154

	Dry Chillies
	3.1
	Other spices
	7.8
	Down
	172

	Total
	418.8
	Total
	857.6
	
	205

	
	
	
	
	
	

	
	
	
	
	Rank
	

	
	
	
	
	Same
	5

	
	
	
	
	Up
	9

	
	
	
	
	Down
	9

	
	
	
	
	New item
	2


The next step is to compare the top food items consumed by the average household with those of the highest income. The top 25 food items of both groups are presented in Table 14. The first three items, fluid milk, wheat-atta and rice are the same. If the ranking of food items is considered then it is observed that 18 food items change their relative ranking and only 2 new food item appears in the food basket of high income group i.e., cold beverages and bread-bakery. 
In terms of expenditures, the highest income group is spending more than twice (index 205) the amount spent by the average urban households on top 25 food items. Some products are evidently recording a major increase:  cold beverages (654), apple (488), prepared sweet (393), other processed food (391), ghee (332), bread (328), fish (285), banana (279), biscuits (278), salted refreshment (256), chicken (256), fluid milk (244). These are the important product that can be associated with the growth of income in Urban India. However, a mark of caution is put as far as the rate of increase is concerned. The starting point is also important, fluid milk with an index of 244 is the most increasing item in rupee terms, recording an increase of more than Rs 100.

The products that have recorded a fall in their ranking are: mustard oil (111), wheat-atta (120), rice (130), potato (134), arhar (139), ground nut oil (143), sugar (144), onion (154), other spices (172), goat/mutton (180), tomato (182), tea (leaf) (188). All these products have an income elasticity of demand lower than 1. Many of these products are considered as part of the basic Indian diet. 
The portrait changes pretty much when the changes in composition of food basket are expressed in rupee terms (Table 15). The first 25 items secured 72.6 per cent of the rise, milk alone being responsible for 24.1 per cent.
Table 15: Change in consumption, highest income group vs average household, Urban India, 2004-05

	High income
	Change Rs

	Milk: Liquid
	105.9

	Other processed food
	25.6

	Fish, prawn
	17.6

	Rice others
	16.3

	Edible oil: others
	16.1

	Ghee
	15.2

	Apple
	15.2

	Prepared sweets
	13.3

	Biscuits
	8.6

	Chicken
	8.6

	Tea: leaf
	8.1

	Salted refreshments
	7.6

	Banana
	7.6

	Wheat atta-other sources
	7.5

	Cold beverages
	6.6

	Goat meat/mutton
	6.3

	Sugar other sources
	6.2

	Bread, bakery
	5.7

	Tomato
	4.2

	Ground nut oil
	3.9

	Arhar, tur
	3.5

	Other spices
	3.3

	Onion
	2.7

	Potato
	2.1

	Mustard oil
	1.1

	Sub-total
	318.8

	Total
	438.8


Conclusion
The following conclusions are derived from the study:

· The economic growth over the study period did result in distribution of wealth among the households but the resulted increase in expenditures went on non-food items and mostly on “education, medical care, rent and taxes” and “fuel and light”.

· The consumption pattern of the households is observed to move away from cereals and pulses to edible oil, dry fruits and beverages and other processed products. 

· The higher expenditure group of households showed shift in consumption pattern away from “first (low)” processing food to “First (high)” and “Second processing products” in the urban area. In the rural area the switch was a lot more in favour of “First (high) processed product” or “Primary product” depending on the placing of “fluid milk”. The average share of food expenditure on Second processed food is about 10 per cent in urban area and 5 per cent in rural area. 

· During the study period, the change in consumption of processed food items in real terms was marginal at about Rs 7 for First (high) processed and Rs 4 for Second processed food monthly per capita expenditure (in real terms).

· Even with a decrease in per capita consumption, the growth of the Indian population drove the market, adding close to 100 millions new consumers.

· Finally the observed development of organized and modern food retailing and food processing industry has to be understood in the light of the presence of a major unorganized sector that may be replaced over time.
· The analysis of consumption pattern in Urban India reveals that the states with high consumption of food were the states with major metros. Thus the level of urbanization has an influence on the consumption. 
· The consumption pattern when viewed from the level of processing shows that the consumption of first (low) processed products decreases while that of primary products, first (high) processed, and second processed increases. The magnitude of changes is very high for second processed products. 
· With increase in income the extent of increase in consumption of processed food would be there but not as high as expected. This is mainly because the consumption of second processed products is not that high even in top 5 per cent of the high income population.
· The top 25 items of food basket take a share of 75-86 per cent of food budget. The basic Indian food diet was observed to be constituted of fluid milk, rice, wheat, pigeon peas (arhar), some oil, sugar and meat or fish and the tea.  The top 25 items of the total food basket of the high income households in comparison with that of the average households includes only 2 new items that is contrary to the expectation. 
· The items recording major increases are cold beverages (654), apple (488), prepared sweet (393), other processed food (391), ghee (332), bread (328), fish (285), banana (279), biscuits (278), salted refreshment (256), chicken (256) and fluid milk (244). These are the products that can be associated with the growth of income in Urban India. These have implications for the retail sector and food processing industry to target for such products. 
· It also has implications for the policy makers and administrators to promote the food processing industry catering to such commodities so that the growing  demand for such products is met with.
Endnotes

1 Scrutinizing the desegregated data permitted to find three errors that were corrected in the 1999-2000 survey. In each case an individual household had astronomical expenditures figures for one item. This result was reflected in the MPCE and the average (all) result. We deleted the erroneous single figure and recalculate the corresponding results. The changes are significant for Spices and Beverages and other processed products (Appendix 4).

2 For an analysis of value addition in the Indian food processing industry see Morisset M.and P. Kumar, Structure and performance of food processing industry in India, Journal of Indian School of Political Economy, (Forthcoming).

3 “Cooked meal refers to meals prepared in the household kitchen and provided to the employees and / or others would automatically get included in domestic consumption of employer (payer) household. There is a practical difficulty of estimating the quantities and values of individuals items used for preparing the meals served to employees or others. Thus to avoid double counting, cooked meals received as perquisites from employer household or as gift or charity are not recorded in the recipient household. As a general principle, cooked meals purchased from the market for consumption of the members and for guests and employees will also be recorded in the purchaser household. 

This procedure of recording cooked meals served to others in the expenditures of the serving households leads to bias-free estimates of average per capita consumption as well as total consumer expenditure. However, donors of free cooked meals are likely to be concentrated at the upper end of the per capita expenditure range and the corresponding recipients at the lower end of the same scale”.NSSO, Report 508, Level and pattern of Consumer Expenditure, 2004-05, p.5

4 The corrections refers to the exclusion of three items, i.e., cooked meals, tea(cup) and coffee(cup) otherwise they will appear under the term “unclassified” in some tables.

6 CPI urban non-manual employees and CPI for  agricultural labourer in GoI (2004-05a).

7 Cereal substitutes is aggregated with Cereals, Salt with spices.
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Appendix 1: Classification of commodities according to the level of processing

	Sl. No.
	Primary product
	First processed products (Low)
	First Processed Products (High)
	Second Processed Products
	Unclassified

	1
	Eggs (no.)
	Rice PDS
	milk: liquid (litre)
	bread, bakery
	Tea:cups (No)

	2
	Potato
	Rice others
	Curd
	baby food
	Coffee:cups (no)

	3
	Onion
	Chira
	Butter


	milk: condensed powder
	Cooked meals (no)



	4
	Radish
	Khoi, lawa
	Mustard oil
	Ghee
	

	5
	Carrot
	Muri
	Ground nut oil
	Ice-cream
	

	6
	Turnip
	Other rice products
	Coconut oil
	Other milk products
	

	7
	Beet
	Wheat/atta-PDS
	Edible oil: other
	Vanaspati, margarine


	

	8
	Sqeet potato
	Wheat atta-other sourecs
	Fish, prawn
	Candy, misri
	

	9
	Arum
	Maida
	Goat meat/ mutton
	Curry powder (gm)
	

	10
	Pummpkin
	Suji, rawa
	Beaf/ buffalo meat
	Cold beverages: bottles/canned (liter)
	

	11
	Gourd
	Sewai noodles
	Pork
	Fruit juice and shake (litre)
	

	12
	Bitter gourd
	Other wheat products
	Chicken
	Other beverages: cocoa, Chocolate, etc
	

	13
	Cucumber
	Jowar & products
	Others: birds, crabs, oyster
	Biscuits
	

	14
	Parwal
	Bajra & products
	Sugar (PDS)
	Salted refreshments
	

	15
	Jhinga; torai
	Maize & products
	Sugar-oterh sources
	Prepared sweets
	

	16
	Snake gourd
	Barley & products
	Gur
	Cake, pastry
	

	17
	Papaya;green
	Small millets and products
	Honey
	Pickles (gm)
	

	18
	Cauliflower
	Ragi & products
	Tea: Leaf (gm)
	Sauce (gm)
	

	19
	Cabbbage
	Other cereals
	Coffee:powder(gm)
	Jam, jelly (gm)
	

	20
	Brinjal
	Cereal substiture (tapioca, jackfruit,etc)
	
	Other processed food
	

	21
	Lady's finger
	Arhar, tur
	
	
	

	22
	Palak/ other leafy vegetables
	Gram, split
	
	
	

	23
	French beans
	Gram, whole
	
	
	

	24
	Tomato
	Moong
	
	
	

	25
	Peas
	Masur
	
	
	

	26
	Chillies, green
	Urd
	
	
	

	27
	Capsicum
	Peas
	
	
	

	28
	Plaintain: green
	Soybean
	
	
	

	29
	Jackfruit:green
	Khesari
	
	
	

	30
	Lemon (no)
	Other peas
	
	
	

	31
	Other vegetables
	Gram products
	
	
	

	32
	Banana
	Besan
	
	
	

	33
	Jackfruit:green
	Other pulse products
	
	
	

	34
	Watermelon
	Coconut copra
	
	
	

	35
	Pineapple (No.)
	Groundnut
	
	
	

	36
	Coconut (no.)
	Dates
	
	
	

	37
	Guava
	Cashewnut
	
	
	

	38
	Singara
	Walnut
	
	
	

	39
	Orange, mausami (no)
	Other nuts
	
	
	

	40
	Papaya;green
	Raisin, kismis, monacca, etc
	
	
	

	41
	Mango 
	Other dry fruits
	
	
	

	42
	Kharbooza
	Salt
	
	
	

	43
	Pears, naspati
	Turmeric (gm)
	
	
	

	44
	Berries
	Black pepper (gm)
	
	
	

	45
	Leechi
	Dry chillies (gm)
	
	
	

	46
	Apple
	Tamarind (gm)
	
	
	

	47
	Grapes
	Oilseeds (gm)
	
	
	

	48
	Other fresh fruits
	Other spices (gm)
	
	
	

	49
	Garlic (gm)
	ice


	
	
	

	50
	Ginger (gm)
	
	
	
	

	51
	Coconut: green (no)


	
	
	
	


Appendix 2: Beverages and other processed foods in total food expenditures, Urban India, 1999-2000, 2004-05 (in Rupees)

	Commodity 
	Year
	Expenditure group
	

	
	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Avg

	Beverages and other processed products
	2004-05
	12.95
	17.49
	21.43
	27.40
	34.68
	42.40
	50.42
	60.16
	79.62
	111.34
	149.29
	274.33
	65.13

	
	
	(7.14)
	(7.58)
	(8.15)
	(8.96)
	(10.02)
	(11.04)
	(11.91)
	(12.74)
	(14.61)
	(17.49)
	(19.56)
	(27.40)
	(14.61)

	
	1999-2000
	10.08
	14.11
	18.63
	22.87
	28.06
	32.80
	40.68
	49.11
	66.33
	91.49
	121.35
	213.77
	53.10

	
	
	(6.12)
	(6.81)
	(7.76)
	(8.24)
	(9.09)
	(9.41)
	(10.48)
	(11.28)
	(13.32)
	(15.67)
	(17.42)
	(23.08)
	(13.00)

	Total food expenditure
	2004-05
	181.39
	230.64
	262.81
	305.89
	345.91
	383.87
	423.25
	472.17
	544.88
	636.65
	763.18
	1001.35
	445.65

	
	1999-2000
	164.66
	206.98
	240.23
	277.59
	308.76
	348.56
	388.21
	435.20
	498.10
	583.84
	696.72
	926.40
	408.42


Note: Figures in parentheses are per cent to the total

Source : NSSO, 55th and 61st Round,
Appendix 3: Cooked meals in Beverages and other processed food, Urban India, 1999-2000, 2004-05 

(in Rupees) 

	Year
	Expenditure group

	
	1
	2
	3
	4
	5
	6
	7
	8
	9
	10
	11
	12
	Avg

	2004-05
	0.83
	1.72
	1.31
	1.88
	3.46
	5.62
	7.12
	9.02
	16.45
	29.69
	42.47
	115.69
	15.33

	
	(6.4)
	(9.8)
	(6.1)
	(6.9)
	(10.0)
	(13.3)
	(14.1)
	(15.0)
	(20.7)
	(26.7)
	(28.4)
	(42.2)
	(23.5)

	1999-2000
	0.55
	1.12
	1.88
	2.44
	3.13
	3.72
	5.54
	7.03
	13.46
	24.41
	34.50
	76.64
	11.85

	
	(5.4)
	(7.9)
	(10.1)
	(10.7)
	(11.1)
	(11.3)
	(13.6)
	(14.3)
	(20.3)
	(26.7)
	(28.4)
	(35.9)
	(22.3)


Note: Figures in parentheses are  per cent to the total

 Source: NSSO, 55th and 61st Round
Appendix 4: The specific cases appearing to be outliers in the 55th Round data NSSO

	Region
	State
	Item no
	Name of item
	Quantity
	Value

	Urban
	Tamil Nadu
	283
	Garlic (gm)
	10000
	20050000

	
	West Bengal
	290
	Tea (cups)
	45004500
	46354636

	Rural
	Tamil Nadu
	287
	Oilseeds (gms)
	4500
	9020000

	
	Punjab
	285
	Ginger(gm)
	25000
	10001000
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               Figure 1 : Change in expenditure (MPCE) during the period 1999-00 to 2004-05 


                                 by income group, Urban India
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            Figure 2 : Change in expenditure (MPCE) during the period 1999-00 to 2004-05 


                              by income group, Rural India
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        Figure 3 : Composition of consumption expenditure of Urban households


                          during the period 1972-2005
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Figure 4 : Composition of consumption expenditure of Rural households


                          during the period 1972-2005
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Figure 8: Food expenditures (corr.) according to the level of processing, Urban India, 2004-05
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Figure 9 : Food expenditures (corr.) according to the level of processing, Rural India, 2004-05,





(fluid milk is classified as First (high) processing)





0,0





10,0





20,0





30,0





40,0





50,0





60,0





70,0





1





2





3





4





5





6





7





8





9





10





11





12





Expenditures group





%





Primary product





First (Low) processing





First (High) processing





Second processing








( Respectively, Professor, Laval University, Quebec City, Canada, and Sr Scientist, IARI, New Delhi, India.
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