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| ntroduction

In Sri Lanka, as like in many of the world’s podrasd developing countries
one of the prime components of the final demandféad is household
consumption. The food ratio which presents thel tw@d expenditure as a
percentage of total food and non-food expendituas W2.3% of the total
household expenditure in 2009/10 (Household Incaand Expenditure
Survey (HIES) — 2009/10, 2010/11). Changing prigespme, and other
socio-economic factors have many implications oe tiemand of food
commodities at household and country levels. Pranof food production or
fixing of import targets necessitates an estimdtehe prospective final
demand for food commodities, which will generatequieements for
increased supply through production or by impoktence, an analysis of
household’s consumption of food commodities on Hasis of demand
functions becomes necessary and useful.

A considerable number of empirical studies hasmka@ne in the field of
consumer demand for food commodities, both in Sanka and other
countries (Ray, 1982; Cox and Wohlgenaut, 1986miir and Edirisinghe,
2010). However, literatures at micro-level whichinparily focus on

households demand for food commodities are not lwidevered in the
existing literatures. Hence, this study providessaful inside information
and knowledge that can be used by policy makesetgolicies or design
strategies related to food commodities. Complemgriine existing studies,
the present study will fill the gap by investigatithe empirical realities of
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the households demand for food commodities in tbheukegala Divisional
Secretarial (D.S) Division of the Kurunagala Distiin Sri Lanka.

Objectives

The main objective of this study is to identify aexiamine the factors that
influence household’s per capita consumption ofdf@@mmodities in the
Kurunegala D.S Division of the Kurunegala DistoétSri Lanka. The study
also aims at investigating the consumption pattdrfood commodities by
the households in the different sectors in theystuda.

M ethodology

This study was carried out in the Kurunegala D.@don of the Kurunegala
District in Sri Lanka. On the basis of the housdhdistribution in the D.S
Division, 64 households from the urban and 136 &bakls from the rural
sectors were selected randomly for a total of 2&@mmes. The required
information were gathered by means of a structupeestionnaire for the
year 2013/14. The data on the consumption of ite wheat flour and
bread, pulses, coconut, sugar, milk, fish, and meste gathered for the
study purpose. Each of these commodities is studie€lation to per capita
income, own price, prices of the other commoditeey] the household size
in adult equivalent values. The total expenditusswsed as a measure of
income variable. The quantity and the value of foothmodities consumed
for a period of seven consecutive days were catectThe value of home
produce consumed was imputed at market price pesva the area. Data
on expenditure of the non-food items were colleateding the 30 days
period and one year period prior to the date et fiisit depend on the nature
of the item by recalling method. The weighted agergprices were used for
each food commodities and the possible qualitycesférom the weighted
average prices of the food commodities were caetedly using quality
adjusted prices (QAPs) to estimate the demand mys(€ox and
Wohlgenaut, 1986). The QAPs were calculated bynadithe residual of the
deviation from mean prices (DMP) regression wita #verage commodity
prices (Cox and Wohlgenaut, 1986).
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Where p ; denotes the QAP of th& tommodity, [], denotes the mean

price of the I commodity and iedenotes the residual from the DMP
regression.

The linear version of the Almost Ideal Demand Sys{AIDS) model (Ray,
1982) was used in the estimation of the demancesysf food commaodities.
The AIDS model allows for a range of tests for eoner preferences
(Delton and Muelbauer, 1980). The AIDS model cob&drepresented as
follows:

8
W.=a+2.a NR+bInY+0O,InS
j=1

Wherey; is the average budget shares of thedmmodity, Pis the price of
j™ commodity is per capita expenditure, and S ishthesehold size

The demand elasticity corresponding to the AIDS ehade:

e =[(a; -b, w;)/w;]-1 (Own price elasticity)

e, =(b; /w;)+1 (Cross price elasticity)

e, =(a; -b; w;) /w, (Real expenditure elasticity)
e, =(0; -b;)/w, (Household size elasticity)

Results and Discussion

Sectoral differences in the pattern of food congionpand mode of

expenditure were observed in the study area. Péadaod expenditure as a
percentage of per capita total expenditure was Imgthe rural sector at
62.86% and low in the urban sector at 49.5%. Howete absolute per
capita expenditure on food commodities by the hloolsks was high in the

urban sector than rural sector. It was also obsemat the average
propensity to consumption on food commodities distiad as income rises
in both sectors.
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The estimated own and cross price elasticity coefits of the selected food
commodities are shown in Table 1. With the exceptibpulses and coconut
in the rural sector; pulses, sugar and meat iruthan sector, the own price
elasticity coefficients are statistically signifideand negative. The own price
elasticity coefficients are inelastic for the foodmmodities of rice, wheat
flour and bread, coconut, and milk in the urbartaeand rice, milk, wheat
flour and bread and fish in the rural sector. Thesg price elasticity
coefficients of rice, wheat flour and bread, meat fish in the urban sector
and rice, wheat flour and bread, pulses and fighséatistically significant
and positive in most cases. This reflects the gukeibility of the above food
commodities. The cross price elasticity coefficseertf number of food
commodities, including milk and sugar in both sest@are statistically
significant and negative. This implied the completaey effects.

Table 1: Matrix of Demand Price Elasticity BasedAdBS

at

Sector | Food Rice W& B | Pulses Coconut  Sugar Milk Fish Me
Group

Rural | Rice -0.34 0.01] 0.0C° 0.02° 0.00° [ 013 | 0.09 | 0.00
W&B | 053 | -0.48 | 0.00 0.00 0.04 [ 0.00 | 0.00" | 0.00
Pulses 005 | 001]-1.9% |o0.00C 0.00" | -0.03 | 0.00 | 0.00
Coconut [.0.26" [-0.94 | 0.00° 083" [000 |o0.00" [001 [o0.00
Sugar | 0.0¢ | 0.01 | 0.00T 0.09 -1.02 | -0.15 | g.00t | 0.00
Milk 000 |0.0C |o0.00 0.00" 039 | -091 | 003 | 0.01
Fish -0.13 | -0.02 | g.of 0.00 0.00 | 0.09 -0.72 | 0.39
Meat -0.08 | -1.04 | 0.00 0.00 0.00 | 0.00 | 0.55 -1.76

Urban | Rice -0.62| 0.24| 0.10 [go0o* [000 |[000 |[o0.00 [-0.12
W&B | 048 | -0.18 | 0.0¢ -0.07 -0.01 [0.00 |-0.01 |o0.0¢
Pulses | 0.0¢ | 003 |-133" |[o0.07 000 |0.00 |o000 |o0.00
Coconut| 0.00 | -0.09 [ 072! [-0.84 [o0.00® |0.00" |o0.00" |0.00
Sugar 0.60 | -0.01 |o0.07 0.00° 062 | -0.05 | 005 | -0.03
Milk -0.19 [ -0.04 | 0.00 0.00° 022 | -063 | 0.17 | 0.13
Fish -0.06 | -0.02 | 0.00 0.00° 0.0F |[014 | -1.13 | 0.36
Meat 121 [-003 |ogo01! 0.00" 0.0 | 0.09 0.65 [1.817

L Insignificant;

> Negligible value

Table 2 shows the estimated expenditure and
coefficients. For all the commodities, except farges, the expenditure
elasticity coefficients are statistically signifidaand positive in the urban
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sector. For pulses in the urban sector, the expeedelasticity is negative.
Among the food expenditure elasticity coefficiera,, except meat in the
urban and meat, fish, and milk in the rural sectars less than unity. This
shows that meat, fish and milk in the rural and tmedhe urban to be the
highest ranking among food commaodities in termsadiseholds’ income
responses. The estimated household size elastagtficients suggested that
increased household size induces a reallocatioly &wen fish, meat, milk,

and sugar to rice, wheat flour and bread in bogtrtinal and urban sectors.

Table 2. Expenditure Elasticity and Househol@ gtasticity

Food Group Expenditure Elasticity Household sizasktity
Urban Rural Urban Rural
Rice 0.21 0.36 0.83 0.67
Wheat & bread 0.57 0.42 0.14 0.02
Pulses -0.01 0.05 0.42! 0.00°
Coconut 0.17 0.83 0.01! 0.27"
Sugar 0.11 0.18 -0.10 -0.12
Milk 0.98 1.48 -0.09 -0.10
Fish 0.74 1.01 -0.04 -0.34
Meat 1.19 1.22 -0.75 -0.60
! Insignificant. % Negligible value
Conclusion

The sectoral differences in the pattern of foodscomption and mode of
expenditure were found in this study. It noted tifnet proportion of income
spent on food commodities diminished as incomesrisehe estimated
elasticity coefficients of households demand fosdfawith respect to own
price, cross price, expenditure (income) and hoolselsize provide
knowledge on the characteristic of food demandctire in addition to the
framework to evaluate effect of policy changes e wifferent sectors
focussed in this study. A change in price of aipaldr food commodity
would result in the substitution effects among ather commodities. The
extent of the adjustment can be varied with thatned price responses of the
consumers and the relative shares of the commaditthe consumer's
budget. A change in price has important policy iogilons because of its

sizable influence on food budgets and allocatioitepas. Since the change
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in relative price of a commodity is associated wittanges in demands for
other food commodity categories, the policy malstisuld take into account
consumers’ adjustment to policy changes in theality.
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