
UNIT 1 HOW DO WE SPEND OUR F b u k  
MONEY 

In Course 11 you have studied about the recommended nutrient intakes. It is very 
important to'know about the income and the amount of money you can spend on 
food to ensure pi-oper health. In this unit you will learn about food budgeting, i.e. 
how to spend money wisely on food items so that the necessary nutrient 
requirements are met keeping in view the individual's taste and temperament. 
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1.0 OB JECTIVES 

After going through this unit, you should be able to 
comment on food expenditure of different income groups, 
realise the relationship between food price and food expenditure, and 
independently prepare the food budget for a given group. 

1.1 INTRODUCTION 

Food is the most important and basic requirement for survival. Foods come to us in 
different forms. They can be classified int6 two major groups based on their 
importance. 

a) Foods which provide the basic material for our energy needs 
b) Foods which supplement the items in (a) above. 

In group (a) we include commodities which provide energy for our daily living. The 
commodities like rice, wheat, jowar, bajra, ragi, pulses (dals and grams of different 
types), basic edible oils, etc. can be grouped in this category. Remember that these 
commodities are so important that you cannot survive without these items. Your 
consumption of these items will not depend upon whether your income is high or low, 
whether you live in the east or  the west, whether you belong to one social group or 
the other. You select one or  more commodities in this group depending upon your 
taste and preference, income etc. But, basically you have to consume them for your 
survival. 

In group (b) we can include a number of other commodities which you consume as 
food. Commodities like milk, vegetables, meat, eggs, fish, fruits, sugar, etc., can be 
grouped in this category. They supplement the items listed in (a) above. From the 
nutritional point of view, these foods are also important to us but they are not as 
basic for our survival as the ones in group (a). Your consumption of these commodities 





your family farm in your village) or you may grow them in your garden (like vegetables) E w & r B p d a r P o d ~  
Sometimes, Government policies like subsidies also help you spend less money on 
foods. 

As you have seen earlier, consumption of food is important for our survival. Hence, 
expenditure on food forms the most essential item in our total expenditure. The 
amount of money spent on food depends upon the food items consumed. You have 
already learnt that different people consume different food items and hence their 
expenditure on food will also be different. 

1.3 FACTORS INFLUENCING FOOD EXPENDII'URE 

I 1.3.1 Income 

I It will be easier to understand and evaluate the amount of expenditure on food when 

i you classify consumers into different classes of income earners. 
i 
I Let us take the case of those who belong to low income groups. In popular terms, 

they are called poor people. Though their income is very low, they have to eat some 
food to live and without food they cannot think of earning even that low income. 
Their requirement of energy is the same as the energy requirements of others in their 

i age group. Hence, they have ts a-pnd most of their earnings on basic food and as a 
I result they have to select cheaper items. Food articles like wheat alld rice are considerect 

to be superior than other grains like bajra, ragi and jowar which are usually called 
t c o m e  cereals. Even within rice, you have coarse varieties and medium and fine 
I varieties. The cost of buying these commodities will vary because you pay different 
I prices when you buy them. Similarly, there are other items of food which are available 

at cheaper rates like jaggery instead of sugar which is more costly. There are also 
cheapervarities of meat, fish, etc., available in market. However, people in the lower 
income groups have to spend a large part of their income on food items. They are, 
therefore,left with very little money out of their income for expenditure on other items. 

= 
One important factor you should remember about food requirement is that a child 
or an adult requires the same amount of calories whether helshe is in the higher 
income group (rich) or lower income group (poor). Hence, commodities in the [ood 
group (a) especially the food grains like rice, wheat, jowar, etc., are also referred to 
as wage goods, since a major portion of the wages of the lower income groups are 
spent on the consumption of these commodities. 

The pattern of expenditure on food by the people in the middle income group will 
be a little differen#orn that in the lower income groups. Because of 
a higher income they can afford to buy food articles which are better in quality, 
appearance,'package, etc. Though the requirement of calories is the same for people 
in this category, they try to fulfil this requirement by consum~ng better quality of 
food. In this group you often see peopIe buying fine cereals like rice and wheat. They 
consume more vegetables, more milk, better quality of meat, fish etc., depending 
upon their taste. Another important feature of this group is that peopIe are left with 
more money for their expenditure on other items of necessity. Hence, you see them, 
living in better houses, using transport facilities, wearing better clothes, sending 
children to good schools for education, spending money on recreation. entertainment, 
etc. Hence, you observe that as a person moves up the ladder in the income group, 
the proportion of his expenditure on food in his total expenditure will fall. 

Youwill be able to observe a similar trend in spendingon food items by people who 
belong to high income groups (popularly called the rich). Their expenditure on foe$ 
items forms a very small fraction of their total spending. You may also see them 
consuming the best quality of food available in the market. They will supplement 
their food consumption with commodities \;hose prices are high. A major portion of 
their income wilI be on ostentatious goods (like posh houses, cars, ornaments, etc.). 
To sum up, the amount of money spent on food increases with increase in incomes 
of the people, but the proportion of expenditure on food in the total expenditure falls 
as the income increases. This leads to an important character of demanc) for food 

I items, i.e. as the income of a person increases, the extent of increase in the consumption 
of food is much less than the extent of increase in his income. Thus the income 
elasticity nf demand for food is low. 



F I J W C l l q .  ' W Check Your Progress : 
-ul- . 3 What do you understand by food expenditure ? 

4 What is the change in the ratio of i?come and expenditure on food items as the 
income increases or decreases. 

1.3.2 Food Price and Quantity 

In addition to the income factor influencing the expenditure on food within a given 
income group and the total expenditure on food, prices of individual food items determine 
the pattern of our consumption. Many of the food items you consume can be substituted 
for one another. Rice for wheat, tea for coffee, different vegetables, milk from cow 
and buffalo, etc., are good examplesof such substitutes. If the price of one commodity 
in a group is.high, you tend to buy another commodity which gives you the same 
service (utility) and which is cheaper. Technically this is the type'of effect called a 
high cross elasticity of demand. This factor is very important when you plan your 
expenditure on food and also to determine how much money you spend on each food 
item. 

Above all, the price you pay for the food items you buy and the quality and quantity 
of these commodities you buy will determine your total expenditure on food. In case 
of those food items we listed in group (a) earlier, you will not be able to make much 
alterations in the quantity of commodities you consume (though you may alter, the 
quality) because they are important for your living. So, whether the prices of 
commodities in this group are high or  low, the quantities consumed will not change 
much. This phenomenon is referred to as a condition of inelastic demand. This means 
that the extent of change you can bring about in the quantity of a commodity you 
consume is much less than the extent of increase in the price of the commodity which 
causes such a change. The reverse is also true. 

It  is also clear from the foregoing discussion that food articles in Group (b) are not 
subject to such rigid behaviour patterns. You may increase or decrease the level of 
your consumption of these commodities dependingupon the price you pay forthem. 
The best examples that you can find of such types in your daily consumption are those 
seasonal vegetables like cabbage, cauliflower and many others which are cheaper 
during winter. You tend to consume moreof them. Duringsummer, they will be sold * 

at higher prices and hence, you do not buy them. In the case of fruits, apples are more 
easily available in winter and mangoes in summer, etc. 

So you see that the expenditure incurred on food depends upon: 

Your income 
Your tastes and preferences for different types of food 
The extent of substitutes available for the food you consume 
The price you pay for the food items you consume. 



Select five people each from three different income group residing hear the place where you live. 
Collect data from them on different items of their expenditure in the format given 
below. Calculate the percentage of income spent on different expenditure heads and 
record the differences you observe on the percentage of income spent on food in the 
three income groups. 

PROFORMA 

2 Number of people in the family ---------------------------------------.----------------------. 

4 Expenditure incurred during the month ---------------------------------------------------. 

Item Amount spent by respondent (in Rs.) Average amount 
spent by each 

1 2 3 4 5 respondent (Rs.) 

1 Food and Provisions 

2 Vegetables 

3 Meat, Fish, Eggs 

4 Milk 

5 Fruits 

6 Total of (1) to (5) 

7 House rent 

8 Electricity 

9 Medical expenses 

10 Payment to servants 

11 Expenses on 
Childx.nsp Education 

12 Entertainment 

13 Newspapers and 
Magazines 

14 , Others 

15 Total expenses 

Hint: You may select five people (respondents) from each of the following income 
groups. 

a) Rs. 7501 
b) Rs. 1 W -  
c) Rs. 3000 or above (per month) 



PC" 8 .- 
If?dudoa rd -- 1.4 FOOD BUDGETING 

What is Budgeting ? A budget is simply a statqment of income (earnings) and 
expenditure (spending). Your earnings may come from different sources. These may 

' 

be in the form of salaries, interest ea;nings, gifts, sale of assets, sale of produce (in 
the case of producers), etc. Income from different sources may materialise at different 
periods. So also, there are different avenues for expenditures. Expenses on your 
consumption needs, housing, clothing, medicines, special occasions, etc., will have to 
be incurred at different points of time. A good family is one which plans its expenses 
in such a way that they are incurred at the time when incomes are earned. Hence a 
budget always goes with a plan. 

i.; 
1 What is a plan and what-is its relevance to your daily life ? Any act of yours which 

t:  is thought of wel! in ad%ance before it is actually performed can be termed a plan. A 
thus involves a detailed thinking about your needs for the present and the future, 

your ability to fulfil these needs (in terms of money, age, physical capabilities, etc) 
and how best you can achieve your needs with the least cost and trouble to'yourself. 
The best example of such a plan in your daily routine 'is what best you can do for 
your children's education, their. marriage, yol:r life after retirement, etc. You will 
have to plan well in advance for ~ t c h  occasions because these involve high expenditure 
bhich are beyond affordable levels. Hence, r plan is basic to whatever you do and 
making arrangements for money to achieve these plans is what you call budgeting. 

What is food budgeting and how does it help us ? You have already seen earlier in 
this unit on food expenditure that there are different commodities which you consume 
to meet your food requirements. Within each group of food items there are a number 
of commodities. For example: 

Food grains : Wheat, rice, jowar, bajra, ragi etc. 
Pulses : Gram, urad, moong, etc. 
Edible oils : Groundnut oil, mustard oil, palm oil, coconut oil, etc. 
Sweetners : Sugar,jaggery 
Beverages : Tea, coffee, fruit juices, etc. 
Vegetables : Potato, onion, tomato, cauliflower, cabbage, beans, greens,etc. 
Fruits : Apples, oranges, grapes, mangoes, etc. 
Others : Meat, fish, egg, mushrooms, etc. 

In addition to the above you find a number of spices and condiments to add to your 
taste. In .the present days, a number of fast and ready-toeat foods are also available 
in the market. These foods form a very good supplement for the foods prepared at 
home. They also save the housewife a lot of cumbersome procedure at home. 

As you already know there are a number ofalternative commodities which are available 
to fulfil your family requirements of different foods. Hence, it is very important to 
plan well your purchases of f.)oU items keeping in mind your income, the prices you 
have to  pay, the qualiiy o, the commodities available, your taste ctc. 

1.5 PREPARATION OF FQOD BUDGET 

A family compriscsof children, adults atid the aged. The requirement of each member 
of the family will be different. The requirements of an individual also change at 
different periods of time. Persons in each group have the need of carbohydrates, 
proteins, vitamins, minerals and othcr nutrients. These nutrients aie supplied by a 
largc number of food itcmsavailable. If you observe a little keenly, you see that some 
food itcms arc avail;~blc only at certain periods of the year (for example, mangoes 
around summer) and.s&mc othcr foods may bc available throughout the year, but 
will bc chcapcr at particular times (for cxamplc, vegctablcs during wintcr) Your 
intelligcncc lies in mooting your requircmcnts of nutrients (which are usually stable 
throughout thc ycar) with minimum expcnscs. This inv<tlvcs a.mrcful sclcction of 



different items available to meet these requirements at different pointsof time. 

Before actually preparing a budget, you should thus ascertain the different food items 
available and the prices at which they are available. This will help you to prepare a 
good food budget commensurate with your incomes. 

I Let us examine how the price changes for a commodity during the year. Here is a 
price index table. 

A price index is a system of expressing the current price as a percentage of base price. 
t 

i (Table I . I ) .  

I Table 1.1 Seasonal indices of month end (wholesale prices) 

Wheat (Uttar Pradesh) Rice (Andhra Pradesh) 

I Month Price index Month Price index I 
April 

May 
June 
July 
August 
Septemher 
October 
November 
Dccemher 
January 
Fchruary 
Mi~rch 

Dccemher 
Januitry 
Febru:~ly 
March 
April 
May 
~ u n e  
July 
August 
Septemher 
Octoher 

Courtesy:- "Agricultural Pricc Policy in India" by A.S .  Kahlon Ur D.S. Tyagi. 

Example for Price Index: 

If the price of wheat is Rs. 1201- Quintal in 1970 and Rs. 1801- Quintal in 1975 and 
our base period is 1970. 

Then the price index of wheat is worked out as fc~llows: 
1970 base price : Rs. 1201- 
Current price : Rs. 1201- 

Index = LzL x 100 = 100 
120 

1975 base price : Rs.1201- 
Current price : Rs.1801- 

Price index 180 - x 100 = 150 
120 

You 'see from the table 1. I that wheat is cheapest in April and costliest in February. 
Rice, on the other hand is cheap during December and costlier during July-August. 
This is because, wheat is harvested and sold in the market during April-May and 
Kharif rice is brought to the market for-sale during November-December. So, the 
commodities are available at the cheapest rates during their harvest season. This is 
true'of most of the food commodities grown in land. The exceptions to this are 
the plantations and the crops which undergo proeessing before use. Hence, you see 
in the market that vegetables are cheap in winter, mangoes are cheap during months 
nearing summer, etc. 

When you plan your budget for food, you should take these factors into consideration. 
Only then will you be able to fulfil all your nutrient requirements of your family at 
the lowest cost possible. There is another important thing about purchasing food. 
That is, the price you pay depends upon the quantity you buy. For example, when 
you buy just one banana you pay about 30 paise, whereas if you buy a dozen ).,a will 
get the same for Rs. 3.00 i.e. it will have cost you only 24 paise each. So also, if you 
buy the commodities in bulk (like rice, wheat and othtrs which do not spoil). you 
can bargain for lower prices or you may buy the commodities directly from a wholesale 
trader. 

Haw do we %Q1 a Food Mmey 



F d B r l l r ( L y , A C W r r J  Now let us draw out a format for a family food budget for one year. You should 
remember that some of the items may be bought in bulk and stored so as to use them 
for longcr periods. So also, you have to change the commodities you buy depending 
upon the season. 

Q A  Q A  Q A  Q A  Q A  Q A  

1 Rice 
2 Wheat 
3 Suji 

,- 
5 Gram 
6 Urad 
7 Mmng 
8 Edibleoil 

a) Groundnut oil 
b) Mmtardoil 
c) Palmoil 
d) Coconut oil 
e) Other vegetable oils 

9 Salt 
10 s u p  
11 Jaggery 
12 Coconut 
13 Copra 
14 Coriander 
15 Drychillice 
16 Tamarind 2 
17 Cesbmnutd 
18 Kismis 

(dry grapes) 
19 Others 

20 Ready-tout foods 

a) Ketchups 
b) Jams 
c) Bread 
d) Baby foods 
e) Biscuits 

21 Beverages 
a) Coffee 
b) Tea 
c) Others 

22 Milk 

23 Egg 
24 Meat 
25 Fish 
26 Vegetables 
27 Fruits 
28 Milk products 

a) Butter 
b) Ghee 
c) Cheese 

Q = Quantity A = Atyunt of Moaey 

Preparation of such a statemellt shown above will help you know what has been your 
expenditure on various food items in the previous months and what best you can do 
in the next month about your expenses on food.This will also give you an idea about 
where you have overspent by eifher consuming more or paying more, whether your 
family has been able to obtain all the needed nutrients or not. 



To sum up, the preparation of a food budget will help you in buying the most 
essential commodities needed at reasonable prices, good quality products. It will also 
ensure that each member of the family gets his/her due in terms of nutrition. 

Check Your Progress 

5. What is a budget ? How does it help you ? 

6 What factors do you considcr in preparing ;I food budgct '? 

1.6 LET US SUM UP 

In this unit you have learnt that expenditure on foodsvaries with the income and also 
food price and quantity of foods to be purchased. The amount of money spent on 
food increases with the increase in income but the proportion of expenditure on food 
falls as the income increases. 

1.7 GLOSSARY 

Budget 

Course Grains 

Food Expenditure 

Food Conmmpihm 

A plan of income and expenditure (statement of earnings 
from various sources and expenses on different items) 

Bajra, ragi, jowar etc. 

Money spent on buying food items. 

: Intakeof food items to meet the requirements of nutrients 
or tastes. 

: Adaptability according to change in income. 

: The change in price does not greatly affect the demand for item. 

. An action which is well defined before it isunderlaken 

: Figure indicating the current level of prices etc. compared 
with a previous level or  a base level. 



F o J h d l c t b l V m  
-.dm 1.8 ANSWERSTOCHECKYOURPROGRESS . 

1 The two groups of food are: /' 

a) toads which provide the basic energy needs of our body and are important 
for our existence. 

b) foods which supplement the foods in Group (a) and are necessary for healthy 
living. 

The basis for this classification is the relative importance of food for the existence 
of human beings. Certain foods likeour staple cereals namely, wheat, rice, jowar, 
bajra etc. and to a certain extent pulses and edible oils are necessary to meet the 
energy requirementsof the body without which one cannot survive. These foods 
come under Group (a). The foods in Group (b) are the ones which are required 
for healthy living such as milk and milk products, vegetables, fruits, flesh foods, 
etc. One can survive without these foods but will not have good health. 

2 Foods which come under group (a) : 

Cereals like rice, wheat, jowar, bajra, ragi; pulses like bengalgram, greengram, 
arhar, lentils, etc.; edible oils like vanaspati, vegetable oils, etc. 

Foods which come under group (b) : 
Milk, vegetables, fruits, meat, fish, eggs, sugar, biscuits, sweets, cakes & pastries. 

3 The money spent on buying food items is called food expenditure. Foods may 
come from other sources as well, like gifts, food grown in the farm and food 
subsidy. The amount of money spent on food depends on the types of foods 
consumed, and the types of foodsconsumed depend on the income of the person. 

The 'amount of money spent on food increases with an increase in income 
but the proportion of expenditure on fpod in the total expenditure falls 
as the income increases, This happens because the income elasticity of food is 
less. In other words, the amount of food consumed does not vary with the change 
ih income i.e. the foods in Group (a) are consumed in more or less the same 
quantity whether their prices are low or high and the foods in Group (b) are 
consumed according to the income of the person and the pricesof foods. A poor 
person spends the major share of his income on food and that too on Group (a) 
food5. When the income rises, the amount of money spent on Group (b) foods 
increbes but the proportion of money spent on food cannot be as high as it used 
to be M e n  the income was low. 

5 A budget is a plan of income and expenditure. Our earnings may come from 
diffcrcnt sturces and may materialise at differcnt timcs. Similarly, expenses on 
various needs: like housing, clothing, mcdicincs, special occasions may have to 
be incurred at different points of time. Hence, if the cxpcnses arc planned 
accordirlgto income at different times, it helps a family to achieve itsobjectives 
without fallirlg short of money. 

6 The knowledge about the availability of different food itcms and their prices at 
diffcrcnt timcs durhg the year help in preparing a food budgct. Ccrtain foods 
are available at cheaper rates during a particular time of the year like arhar dal, 
spices, etc. These items coutd be purchased in bulk when available at chcapcr 
rates for use during the year. Similarly, scasonal fruits like mangocs, bananas, 
guavas. oranges, ctc. arc available at cheaper ratcs during them season. It is wise 
to conwmc ~hcsc  fruits only during their season. 

Practical Exercises 

I Collect and record the pricesof major commodities like rice, wheat, vegetables, 
fruits, mcat,. fish, coconut and dals from the nearest market in your area. For 
each item you may collect the price information from at lenstthrcc outlets (shops) 
Ohserve and record the differences in prices of each over it pcriod of six months. 

2 Record your family Foodexpenditure in the format-shown in the unit for the last 
thrcc months. Work out thechangesin yourexpenditurc ovcr different items (in 
percentages) between different months. Comment on the changes by explaining 
how thc cxpcnscs have changed over the three month pcriod. 




