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Urban households earn 85%
more than rural counterparts
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he book How India

Earns, Spends and

Sawes by Rajesh
Shukla, director of the Cen-
tre:af Macro Conmumer Re-
senreh ot the Mational Coun-
cilof Applied Economic Re
search, brings together o
startling mnge of mumbers
to prorvicle, For the frst time,
vahaabledata on income and
spending in [ndia. The bock,
published by Sage Publica-
ticns, collates data an in-
come, savings, spending,
saving, distribution and in-
come disparity, rural well-
being and urban wellb=ing
to give important informa-
tion on the state of the na-
ticm.

The data is scurced from
Mational Survey of House-
hol Income and Experdi-
ture (MSHIE), which was
conductsd by the MNational
Centre for Applied Eco-
nomic Research and Centre
for Macro Conmumer Re-
search. There are some dis-
crepancies hebwesn NEHIE
and Census 2001 amd the
MS50, but the reason, ac-
cording to the author, is
that the survey under
MSHIE left cut states like
Jammu and Kashmir and
parts of the Mortheast be-
cause of “operaticnal diffi-
culty™.

However, this factor is
likely to have a minor im-
pacton the overall data, as
thess states account For
anly %4% of the popala-
tion. The author's com-
mand over the available
data is wvisibles he has
painstakingly  explained
everyfigureand table men-
tioned and hardly leaves
any grey areas. Although
the data is from the year
200405 {which some peo-
ple might call dated), but
the information neverthe-
lems s rich.

Income wise, the data
does not look very promis-
ing for rural India. Urban
hous=halds earn about §5%
more than rural house-
halds. A, despite thefact
thatthe maximmm mmber
af people, even today, arein
the agriculiure sector, they
hinve the lowest incomes, at
R= 46,007 per anmum fig-
e i,

The peoplein the agricul-
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ture sector and living in
urban Irdia earn 1.5 Hmes
more than those in rural
areas. The rural-urban di-
vide is stark ameng house-
holds  employed in the
industrial and traditional
services which earn 6%
ared &4%, respectively, more
than their rural counter-
parts.

he silver lining
I though is that the
data smys that forthe

first time ever, the mmber
afhigh-income housshalds
hns excesded the number
aof loww-ineome households,
Iftrue, this would be an im-
partant turnaround within
just adecade. Itstarted with
just 1x&million households
described as high-income,
or earning more than Bs 1.8
lakh per arrmom st 000-02
prices,

However, thetop quintils
aof Indians, who earlier con-
tributed a third to the total
GOP, mow contribute moce
than half of thetotal GDE,
thereby reiterating the no-
tion that the rich are getting
richer and the poor ares get-
ting poorer. Income levels
also deperd heavily on the
etucation kevel and loca-
tion. For each level of ecu-
cation, the income level in
urban areas is higher ifig-
ures Za and 2hkj.

In terms of saving, Indin
is still a naton of sovers,
with national savings at
26%. Here, thegap bebween
ruaral and urban India is
bridged to a certin extent.
Bank and cash in hand are

the two most important
methaods of smvire, with the
pocrest people still prefer-
ring to keep cash at home
(figure 3). Mearly &1.4% of
all Irdians save a part of
their earnings, with urban
Indiasaving &, while the
fgure is T8.5% for ruml
India.

The spending pattern
shows that people who
earn the least spend the
maximmm on focd. People
emplyed in the agriculture
sector spend 36.6% of their
incoane on food items. The
agriculture sector spends
the highest on sacial cere-
monies: 55% of their un-
usual experditure. The
ather important Factor in
spending is the increasing
rale of product ownership,
which is undergoing signif-
icant chang= in  rurml
households, Mearly 76% of
all black and white televi-
sions are bought by rural
Irdin, while 28 7% af higher
priced products like refrig-
erator have rural buyers
Figure 4).

D Bhukla's lncid writing
minkes flipping throughthe
data a joy. The book is sim-
ple and intriguing encugh
far the general reader. But
most importantly, the book
seems to be targeted at pol-
icymakers and corporates.
The high price of the boak,
R= 1,500, may be a big de-
terrent though.

How Irelia Earns, Spends
and Saves by Rajesh
Shukia, 3age, hardbound,
Pp.202, Rs 1500



