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Rural Household Income, Consumption and

Ixpenditure Survey
P

{May 1281 - April 1%82)

As part of the Rural Integrated fousehold Survey
rrogramme {2LBER), the Housenold Income, Consumption
and Expanditure Survey was launched in May 1931 by the
Central Brhatistical Autherity. The survey which lasted
for a year, vas undertaken among the agvicultural seden-
tary population in the rural areas cf twelve regions,
2Xcluding Fritrea and Tigrai. The surveys conducted
prioy €23 The RIHGPE with recard to the riarzl households
wers adhoc and limited in scope and coverage for use in

plan nreparatlen, monitoring an evals

[,

L iom . ThHus, o

bridge ome of thesa gaps tnhe Irewme, CORBUm~

- 3 - 2 - ) IR S Dysegrenaa o« B aroq w1 3 F
pilon ond Erponditure Survey was gaderzalsn zimultanecus-

The main oblectives of the Housshold Income, consum-
pticn and Expenditure Survey were bo:r-—
a)l obtain data that could be an input in the

preparation ¢f socio-economic policies and

plans;




b)

c)

d)

e)

£)

g)

(i1)

assess the quality and guantity of féod and

drinks consumed by the rural population;

compare the levels ¢f living of the rural
population by region through income, consum-

ption and expenditure data;

obtain dato that could be useful in the

estimation ~f National Income;

provide weights for the construction of

consumer price index for the rural area;

provide data to establishments engaged in

purchzging and selling activities; gng

to asses and identify surplus and deficit

areas.

3. SCOPE AND COVERAGE

The household income, consumption and expenditure

data were obhtained frim ahout 12,000 rural households

which were selected from 500 Farmers' Association Areas

which served as the primary sampling units. Data were

collected on age, sex, other demographic variables, house-

hold income and receipts, consumption of food and drinks,
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expenditure of the household on various consumption and
non-consumption items and on expenditure and income of
household enterprises. Twelve schedules were used for

this purpose.

4. METHOD COF DATA CQLLECTION

The Household Income, Ccnsumption and Expenditure
Survey was conducted over a period of one year {May 1981
to Bpril 1982). During the period data were collected
from each selected household adepting the method of pers-
onal interviews and objective measurement. (For infor-
mation on survey methodology sefer to the Rural Integrated
Hougehold Survey Programme, Methodolegical Report for the
period of 1980 ~ 1983, Statistical Bulletin 34, Addis

Ababa, February 1983.)

Each householi, in gerneral, was visited guarterly
for a period of one ronth during the vear. To obtain
information on food, drinks and tobacce a visit was made
toe each selected houszhold twice weekly for a period of
One month. For other consumption and non-consumption
items the household wau asked to provide information once
for a reference period of a week. In addition inform-
ation on durables was c¢cilected for chree months preceding
the last dav of the reference month. Cn the other hand,

information on housahold enterprises was collected for a
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month-and three months on the visit made on the last day
of the reference {(the reference month is the periocd to

which data referred) month.

5. DATA PROCESSING

Data processing includes a number of activities of

which the most important are editing, coding, verification,

data~entry and tabulation. Eventhough, careful supervision

was done at the time of data collection in order to further
ensure good quality data 100% manual editing, coding and

verification of the guestionnaires was made at the Head

Qffice.

The anticipation that these activities would take
time before the resulits of the main survey were out led to
the decision of the preparation of an advance report which
would provide data at national level based on a 25% sub-
sample 9of households of the main survey. Thus, priority
was given to the sub-sample in editing, coding, verifica-

tion and data-entry.

In spite of all the efforts made to expedite the
publication of this report certain unavoidable delays were
experienced in data processing and analvsis. The report
which only presents the results of the analysis of house-

hold income, expenditure and consumption pattern, is based

[P
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on the returns obtained from the 23% sub-sample.” The
sub-sample constitutes 20BZ houssholds with abecut 15,552
PEersSOnG. A1l walues aund gquantities in this repert refer

to a year.

& CONCEPTS AND DEFINITIONS

Hare, we shall define scme of the important tech-

nical words which are used in the survey.

0.1 Housshold:~ constitutés cf a person or greup of
persons, irrespectiva of whether related or not,

who normally live togethsr in the sames housing unit
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who have colmon

The fcllowing are conzidered as members of a household:~
at A1)l perscns who lived with the house-
old for at least 6 months including
those who were not with the household
at the time of the survey and were ex-

paected to be absent from the household

n

or less than six months,
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b) All guests and visitors who étayed
with the household for-six months and

above.

cl Servants, guards, baby-sitters, etc.
who lived with the household even for

less than six months.

£.3 Household Size:~ It ig the total number of members

of a household.

6.4 Head of Household:~ is a person who economically

supports or manages the household or for reasons of
age or respect, is considered as head by the house-

hold or declares himself as such.

£.5 Income:~ refers to domestic consumption of own
crops and own livestock and livestock prpducts,
domestic consumption of goods and services pruchased
for resale or produced or processed in the household
enterprise other than agriculture, wages and salaries,
allowance, overtime, bonus, pension, commission,
discounts {i.e. concessions cohtained), imputed rent
of free housing (provided by employer), imputed rent
of employer subsidized housing {i.e. subsidized amount

only), other employee's benefit, interest received,

R U U
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profit and dividend received, imputed rent of owner
occupied housing, remittance (regularly received)},
value cof items obtained free, rent of perscnal possess-
ions, alimony (regularly received) and other types of

income.

Receipts:~ refers to income pius 'ekub' and 'edir;
gifts, loans, repayments of loans, insurance {maturity
pavments received on life ingurance and lump-sum
compensation for injury}, liegal damages fexcluding
alimony):lottery prizes, inheritance recevied with-
drawal from saving and sale of house=hold durable goods

and perscnal cffects.

Domestic Expenditure:- refers to total expenditure

E=d

on food, drinks, tobacco, fuel and light {energyl,
water, laundary and clizaning naterials and the like,
cloching, footwear, textilep and jowellery, transport-
atlion, communication, medical cost, payments for
durable items of personal use and durable household
items, reading and recreation, house rent and repairs

and other household expenditures.

Payments:- refer to items under domestic expenditure
plus interest paid, 'ekub' and 'edir' payments, gifts

and remittance paid,deposit in bank account, insurance
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paid, loans given and repayment of loans made,

pension and other contributions and donations, income

- b, e m—

tax, fines and other legal expenses, purchases of

lottery tickets, gambling expenses and other paymnents.

6.9 Enterprise:- is an undertaking where goods and
services are produced for sale. An agricultural
enterprise producing for household consumption only
is covered by this definition. Those engaged in

buying and selling activities are included.

7. LIMITATIONS

The planning and executlon of the survey and editing
of the returns were carefully done to minimize various types
of errors. In the initial stage a choice was made between
alternative systems of measuring consumption expenditure
taking into consideration the level of ecconomic development

and convenience of the type of measurement selected.

Thus, for food, drinks and tobacco the values and
quantities of items actually consumed were recorded while
for energy sources and water, the quantities and values of

the items acquired or obtained were collected irrespective
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of whether they were wholly consumed or net during the
reference periocd. onn the other hand, data on part or
total payment made during the reference period with
respect to othar items were collected along with their
gquantities. As it will be cbserved in the tables that
follow the overséatement of expenditure on energy and
water can be largely attributed tco the recording system
selected. Cther limitations of the data are mentioned

under the appropriate sub-gections.

As the resulis are obtained from sample nouseholds,
they are sublect to sampling errors. However, at this
stage sampling errors are not calcoulated. Moreover,

being based con advance tabulation of the data derived from

25 per ceéent sub-sampie the results presented in this report
are provisional. This final figures which will be published
later on after a detailed anaslysis of the whole survey may

show differnces.

g. SUMMARY OF RESULTS

8.1 Househeld Characteristics

811 Housenold Size

The average household size for the rural population

as obtained from the sub-~sample was 5 persons, This showed
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a slight increase over the 1981 Rural Demographic Survey
which gave 4.8 persons per household. Table 1 whows that
the most commom household size was 4 and it is followed by
five, three and six-person household, in that order, accoun-
ting for almost two-thirds of the total. One and ten-
person and over household constituted 4.8 per cent. On

the other hand, the members of the former sizes stood at

58.0 per cent of the total.

8.1.2 Age and Sex Structure

The age sex structure presented in Table 1 indicates

that out of the total pepulation 49.4 per cent and 46.0
per cent, respectively, were in age groups under 15 and
15 ~ 64 years while 4.6 per cent were aged 65 years and
above. Calculating the ratic of the population aged 15
years and below and 65 years and above to the population
aged 15 - 64 years we get 1.17. In other words every
100 persons supports 117 persons. This is slightly
higher than the ratio of 1.12 as cobtained from +he 1981/
B2 Rural Labor Force Survey. If we take the population
under the age of 30 years to represent the young peoplé

69.2 per cent of the total were in this group.
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8.2 Patterns of Household Expenditure, Zonsumption and

among gther things Takle 2 provides distribution of
househelds by domestic expenditure groups. The tables

shows that households spending helow 200 Birr constituted

versons in each expenditure grovp tend to increase upto
330 wo 10%% 2irr and then gradually decline except in ax-
penditurs groups 192480 o 2299 Birr and 2700 te 3499 Birr.

Abour three jguacsters of the houssuolds represeniting a

]

i1ittie above two-thirds of the menmbers spent less than
5

W amph we TP n T -
T DR Vesl.

Comparing the axpenditure distributlion with that of
income in Tacle € the distributions ave nore or iess
ilar but both seem to have characterisvics different
frop usual income or expenditure distributions. In other
words, the results of the sub-sample do not revsal a con-

centration

O

f receiving or spending units at a relatively
low income/expenditure and a spread at high inceomes/expen-
ditures. In addition the distribution of income has

relatively sharper peak than the distributicn of expenditure.

It becomes obvious that expenditure is less eguitably distri-
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buted than income. Similar pattern is also observed
when comparing the.distribution of househclds by'payment

and receipt groups.

The whole economic picture of the household is
provided if the earlier statement is complemented by in-
formation in Tables 10 te 13 and 16. These tables show
households, income and receipts cross-classified by income
and expenditure and by receipts and payment groups and
distribution of expenditures by income group. Households
who spent what they earned represented 45.5 per cent and
their share in the total income was 41.8 per cent. Those
who spent more and less than they received were 36.4 per

cent and 17.7 per cent and their shares in income were

1
i
1

32.4 per cent and 25.9 per cent, respectively. When cross-
clasgified by receipt and total payment groups the corres~
ponding proportions of households are 1.9 per cent, 31.5
per cent and 16.2 per cent. On the other hand, the propor-
tions of receipts received and spent, saved and which induced
to spend more are 46.9 per cent, 23,7 per cent and 29.4 per
cent, respectively. A slight decline has occurred in the
percentage of saving units and a major one in "spendthrifts"
thereby contributing to the increase in the number of house-
holds who spent what they had received. On the other hand,
the proportions of receipts received and spent and which
induced more spending are lower than that of income. How-

ever, the proportion of receipts received and spent increased
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by 5.1 percentage points over that of income. Table 16
shows expenditures per household and per person by income
group. The data reveal that with the excepticn of cone or
two cases at income levels 2699 Birr and below expenditure
of the househcld was higher than income, In other words,
for income upto <07 Birr per person per year the propertion
of income consumed exceeded 100 per cent as "consumers
drew upon past savings". Thereafter as income increased
the average propensity to consume declined drastically and
the average propensity to save ranged between cone per cent
and 40 per cent. One main reason that can be suggested
about the dis-saving groups is that income is often under-~
reported and the survey would have suffered from this.
Thus, one is tempted to conclude that househclds who spend
more than their income either draw the difference from
accumilated past =zavings or €rom borrowing on the expect-—
aticn that their future income will be sufficiently higher
or cover the excess expenditures with remittance, gifts
and the like. In addition households who spend less than
what they get are tempted to spend wmore as long as they
get extra money. It is under these circumstance that ex-
penditures are usually taken as a go0od approximation of

incomes.

Takles 14 and 16 present average household and per
capita expenditures according tc domestic expenditure and

income groups, respectively. Pexr household and per
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capita expenditure stood at 1974 Birr and 391 Birr,
respectively. In examining the actual consumption pattern,
the average expenditure in monetary terms could prove mis-
1eading. Consumption ca#egories are, therefore, shown in
both tables as percentages of total expenditure per house-
hold and per person, which provide a clearexr picture. From
the results of the sub-sample the economic position of
households is best represented by the distribution of ex-
penditure according to income group rather than expenditure
group and the analysis here will dwell upon the distribution

by the former.

0f the average expenditure (including all payments)
per household 91.5 per cent was alleccated for consumption

expenditure and B.5 per cent for others. Of the tctal

expenditure 'ekub',;loans given out and repaid, "bank deposit”,

investments and 'edir' contributions totalled only 4.2 per
cent. This gives some idea of the order of magnitude of

the savings element in the rural area.

Exciuding the non-consumption items it is readily
apparent from Tabhle 16 that the largest item of expenditure
was food, comprising 56.5 per cent of the total. The range
of variation in this percentage in from 52.9 per cent to
73.4 per cent. Thus, in considering the percentage of ex-
penditures devoted to food in each income group the survey

showed that it varied inconsistently with income. 1In other

T A .
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words the consumption of food (including others} is not at
all related to income of housesholds in the rural area.
However, to interpret this result we may recall the funda-
mental law of consumption propounded by Ernst Engel which
states that a household spends a lower percentage of its
income on food as its standard of living rises which in this
case 1is the opposite. Consequently we can take the per-
centage of income spent on food as a measure of the standard
of living. Among the food items consumed the most important
groups were cereals with 33.5 per cent and pulses and dairy
progduce each with 4.5 per cent of the tctal consumption
expenditure. The shares of vegetables, spices and other
food items were 3.3 per cent, 2.5 per cent and 6.0 per cent,
respectively. Using the Food Compositicn Table for use in
Ethiopia by Gunnar Agren, and Rosalind Gibson, 1958, Expand-
ed Food Composition Table for use in Ethicpia, Bthiopian
Nutrition iInstitute and other unpublished sources, the total
calorie per person per day 1ls calculsted at about 2639, divided
mainly ameong cereals, 74.1 per cent; pulses and oil seeds,
7.7 per cent; fruits and vegetables, 2.1 per cent; spices,
1.3 per cent; meat, fish and dairy produce, 2.1 per cent;
other food items {includes bread, sugar, cocoking oil and
kocho), 11.4 per cent, and drinks and stimulants, 1.3 per

cent. The second major item was housing tincluding rent,
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building materials, energy and water) with 16.3 per cent.
The third principal commodity group was drinks aﬁd tobacco,
7.8 per cent. Most of the households in the income groups
between 199 Birr and beloﬁ and 799 Birr and between 2700
and 7500 Birr and above spent more on drinks and tobacco,
hetween 7.9 per cent and 13.8 per cent, than on clothing,
household egquipment, heousehold operation, services and
other items. Those between income groups 800 and 2695
Birr spent less than half of one per cent on the item.

The other households in the remaining income groups spent
hetween 3.6 per cent and 9.1 per cent of the total consum-

ption expenditure.

3.3 fatterns of Heousehold Tnocme and Receipts

The results of the sub-sample ({see Tables i2 and 13)
showad that the average household income was 1681 Birr and
the per capita income was 333 Birr per year while the corres-
vonding receipts were 1728 Birr and 342 Birr. Basic income,
thus, accounted for 97.3 per cent of total household receipt.
Based on Tables 19, 21, 23 and 25 nen-cash income and recepts
were the main source contributing 62.8 per cent of the total.
Among- the ncn-cash items consumption of goods from household
enterprise was the most important with a proportion of 81.0
per cent in income and 79.6 per cent in receipt. In general
the distribution of receipts by s;urce and receipt groups

doee not show significant variability between receipt groups.
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However, in the low receipt groups, viz. 199 Birr and
below, 200 - 299 Birxr, 300 ~ 399 Birr, 40C ~ 499 Birr,
and 500 - 599 Birr, giftg}loans received and other
receipts had a high proportion of total receipts,ranging
from 4.6 to 8.7 per cent, than in other groups for which

the proportions were 1.3 to 3.8 per cent.

The primary concern with the general nature of the
distribution and concentration of income leads to the consi-
deration of freguency distribution first. Tables €6 and 8
show freguency distribution of income and receipts, respect-

ively.

Recalculating the average household size using the
data in boeth tables weould provide an interesting feature of
average number of members in each of the income and receipt
groups. Since both reveal similar results an explanation
is here given in relation to household size by income groups.
The highest income of the 50 per cent low income earning
households £falls in the income group 1300 to 1499 Birr.
Thus, about half of the households, 48 per cent were in less
than 1300 Birr income groups. The next largest number of
heouseholds, 45 per cent, falls in income group 1300 to 3499
Birr. Only 7 per cent of the households had income 3500
Birr and above. The average size of households in the
lower income ranges is smaller than in the higher income
ranges. Thus, households in the income range below 499

Birr had only 2.6 to 3.7 members whereas those in the 500
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to 1299 Birr group had 3.9 to 4.8 members on the average.

Between 2300 to 5899 Birr and 5500 to 7500 Birr and above

the average number of members rose from between 5.0 to
5.8 to 7.1 and 8.9. t seens there exists some correla-
tion between size of households and househcld income.
Household size tended to increase as per increase in
household income. This means that the actual standard

of living of the hcuseholds in the low income ranges is

not as low as one would imagine from their incomes. In
other words, a high-income househeld would not necessarily
have a high standard of living and a low-income houshold
would not necessarily have a low standard of living. It

should be noted from the discussion in the previous sub-

g T T sy S R e e e

section that househelds in the lowest income range- spent
more per member than per capita expenditures of households

in the highest income ranges.. Therefore, in terms of

spending per member, the standard of living of the lowest

income groups is higher on the average than those receiving

above 2699 EBirr.

-

8.4 Conclusion

In surveys of this nature income is usually undec~
stated and does not always represent the actual economic
position ¢of the household. From the results of the sub-~
sample we observe that income is equitably distributed
than expenditure. However, the actual level of consum-

ption in fact determines the standard of living. Therefore,

- - — A A B ey
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in terms of spending per person, the standard of living

of the lowest income group is higher on the average.

With respect t¢ saving the resuli revealed that house-

holds in the upper most income groups tend to save.

The information ccllected about the guantities

of varicus food comnodities consumed by the households

showed that households considerably depend on cereals,

pulses and oil seeds which contribute 81.8 per cent of

the total calorie per perscn per day.

HNotes -

1) Svmbols used

PHH

PP

M+E

negligible
not available
Per household
Per person
Male

Female

Both sexes

2) Figures may not add up to totals because

of rounding.




