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FOREWORD

The present work has been carried out for the purpose of studying the
modifications in the patterns of consumption of the Chilean population,
modifications promoted by the policy of redistribution of income carried
out during the year 1971.

I wish to express my thanks for the collaboration of the authorities of
the government of the Unidad Popular who permitted this study, especially
the office of Agricultural Planning (ODEPA) and the Office of National Plan--
ning (ODEPLAN). Also, I must express my gratitude for the opportunity granted
me by the FAO to advise the aforementioned governmental agencies in this impor-
tant field. On a personal note I wish to point out the participation of the
economists Liliana Bucher, Margarita Hepp, and Ana Maria Jul, without whose
cooperation it would not have been possible to carry out this investigation.

It is to be hoped that the effort we have made will help to confront
rationally the problem of the distribution of foods, which is so difficult
to balance by the exclusive mechanism of the marketplace.

Flavio Machicado Saravia

FAO Expert on Institutional Credit

August, 1973

CHAPTER )"IE: ANALYSIS OF THE CONSUPITION OF ESSENTIAL FOODSTUFFS; OF THE
TOTAL CONSUMPTION, AND OF THE DISTRIBUTION OF INCOME, FROM
1968 TO 1970

In order to study the impact that the policy of redistribution of income
carried out during 1971 had on the consumption of foodstuffs, it has been
necessary to analyze the existing antecedents that might reflect the situa-

tion prevailing in the last years prior to the initiation of that economic
policy. The most complete existing information related to consumption by
income strata are for the years 1968 and 1969, and are complemented by other
indicators, such as the distribution of income and the composition of the
total expenditure by income strata for those same years.

This chapter has been divided in accordance with the methodological
order that was established to approach the subject matter. That is, we began
by studying the pattern of consumption resulting from a survey in terms of
the spending that it represents and the quantities consumed, as well as the
calories and proteins that those quantities involve. Then we established,
always in terms of the survey sample, the different tendencies of consu'2ption
shown by the polled population in proportion as it is found in a given level
of income and spending. In this case it was considered important to calculate
the elasticity of spending on the consumption of foodstuffs experienced upon
passing from one level of income to another, higher level. For this purpose
it was necessary to consider the distribution of income in the years of the
inquiry, as well as in the year of the transition from an economic polic~y
which maintained a regressive distribution of income to a policy which carried
out a redistribution of the income in a liberal and spectacular way. In ad-
dition, we wished to demonstrate that, from the point of view of the distri-
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bution of income, the situation between 1969 and 1970 had not experienced
any change, for which reason the results of the survey in relation to
pattern, composition, and level would not have varied significantly in any
sense, In this way it was possible to apply these results from the year
1968-1969 to the year 1971, in order to facilitate the comparison between
1970 and 1971. Nevertheless, with the object of assimilating the effect on
consumption of the small increase in income and spending that took place
between 1969 and 1970, the projection of the consumption experienced during
1971 has been calculated taking into account not only the variation existing
between 1970 and 1971, but also that between 1969 and 1971.

A. PATTERN OF CONSUIMPTION OF FOODSTUFFS ACCORDING TO LEVELS OF INCOM1E
1968-19690

It has been possible to establish a pattern of consumption of foods ac-
cording to income strata based on the National Poll[Surveyjlof "Family Budgets
of the year 1968-69," carried out by the Administration of Statistics and
Census, the present National Institute of Statistics.

The limitations of this work are particularly related to its projection
on a national level, due to the fact that the sample was studied only for
Greater Santiago and not for the country as a whole, The reason is that this
inforr .ation was not processed at this level.

Another limitation is related to the type of sample taken and the pur-
pose that it had. Thus, the survey was directed towards determining the
spending of each family group under different headings for the purpose of
relying upon a more diversified and up-to-date Consumer Price Index. There-
fore, we are not dealing with a survey designed to study the type and quan-
tity of foods consumed by each family group in the different income strate.o
As a result it is possible to make errors by deducing from the amount of ex-
penditure the quantities and qualities of each product, since spending is
considered as an essential category of the survey. In reality, the most
influential element has been the implied price used to compute this estimate.
For this reason we have left out the results of the survey in some cases,
and we have substituted the availability of foods that existed in each one
of these periods. Fortunately, these cases are exceptional.

The National Poll of Family Budgets examined 410 nutritional headings.
Of these, there are several headings that do not specify a determined item
since they refer, for example, to expenses for such items as "Complete
lunch," "Separate courses,",and "Breakfast."

In order to approach the study of the pattern of consumption we proceed-
ed to analyze each one of the headings, comparing the results of overall de.-
mand derived from the survey with the apparent supply existing for that pe-
riodo In those cases in which the results of the survey showed consumption
that was excessive or that could not be adequately explained, we proceeded
to correct it on the basis of apparent supply, trying to maintain a propor -
tionate relationship to the consumption by income strata shown .in the complet-

ed survey.
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The different goods were grouped under 23 headings that correspond

to the most important agricultural products, from the point of view of both
production and imports °

1) Consumption by income strata in quantitative terms. The consumption
of foods in quantitative terms prevailing until the redistribution of income
in 1971 has been analyzed from two specific points of view-, on the one hand
we have taken into consideration the relative proportion that the different
levels of consumption represent in relation to the highest income stratum.
On the other hand, the different levels consumed have been expressed in terms
of calories and proteins for the purpose of characterizing those levels in
a unified way.

The different goods being analyzed have been separated into four groups,
which are- Cereals and legumes, Meats, Fish and Seafood, Dairy products,
oils and fat products, and eggs, Various products (onion, potato. sugar,
bananas, coffee, tea, tomato sauce, salt, beer).

Before analyzing the different nutritional groups it is advisable to
point out the fact that 54.3 percent of the families are in the income
stratum of 0-2 sueldos vitales (SV, the legal minimum wage), 25.7 percent
are in that of 2-4 sueldos vitales, 8.3 percent are in that of 4-6 sueldos vita-
les, 2.8 percent are in that of 6-8 sueldos vitales, and finally, 3.9 percent
of the trtal number of families are in the stratum of 8 or more sueldos vita-
leso

Cereals and Legumes

This group of goods, within which wheat is the most important, carries
special significance since it is the one that contributes the major share of
nutrients, especially for the largest sector of the population, which is con-
centrated in the first income stratum of 0-2 sueldos vitaleso Also, they are
the most basic foods that make up the daily diet of this family group.

For the reason just indicated one might think that the most modest family
groups consume a greater proportion of these goods in relation to the other
families of higher income. Through the present study it has been possible
to establish that this belief is only partly true, since, as we can see in
Tables I and 2, this-superiority appears under only three headings, namely
those of Common bread, Lentils, and Dried Beans.

IBy breaking down these 23 headings we would have 49 types of goods,

since we will analyze the derivatives of wheat, the kinds of cuts in the
meats, thle kinds of milk, etc.



Table i

Cereals and legumes.° Proportion of the level of family consumption in
relation to the highest income stratum.
(In percentages)

Income strata (sueldos vitales) 0-2 2-4 4-6 _6- 8 & more

i1 Rice 76 94 90 100 100
2. Wheat (its derivatives)

- Unbleached flour 41 55 68 48 100
- Cake flour 2 16 36 28 100
- Pastas 79 97 92 83 100
- Common bread 207 242 162 119 100

- Special bread 45 64 74 82 100
3. Chickpeas 55 100 84 53 100
4. Lentils 107 124 89 71 100
5. Dried beans 110 124 90 73 100

In addition, if one considers the total amount of bread consumed by the
highest income stratum, it would reach a total consumption of 591.1 kilos
of bread per family per year, while the family group of lowest income con-
sumes a total of 447.1 kilos of bread per fartiily per year, so that this
superiority would be restricted to only Lentils and Dried beans, In the
case o. the other income strata, the situation is better balanced, although,
considering all the goods together, in no case do they manage to be on the
same level as the consumption of the highest income stratum, much less to
rise above it.

Table 2

Cereals and legm Quantity consumed
level of income,

annually by the families of each
(In kilos)

Weighte-
Income strata (sueldos vitales) 0-2 24 4-6 63 1 8 & more Average

1. Rice 52.1 65.0 6201 69.0 68.9 58.2
2, Wheat (its derivatives)

- Unbleached flour 25.9 35.0 4299 30.6 63,5 33.1
- Cake flour 0,15 1.5 3.3 2.6 9.3 1.6
- Pastas (package) 96.0 117,2 112.1 100.7 121.2 105,1
- Common bread 232,7 271,3 181.5 133.2 112o3 224.7
- Special bread 214.4 307.9 352.5 393°5 4788 ! 278.2

3. Chickpeas 1.24 2.25 1.89 1.19 2.26 1.64
4. Lentils 4,8 5.6 4,0 3,2 4.5 4.9
5. Dried beans 26.5 30.1 21.8 17.6 24.2 26.6
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In fact, if all the headings are changed in terms of calories and
proteins, one observes that the level of consumption of cereals and le-
gumes reached by the highest income stratum provides it with 1,280.3 dai-
ly calories per person and 32.55 grams of protein, while the remaining
income strata, that of 2-4 sueldos vitales is the one that reaches the
highest record with 31.16 grams of protein per person per day, and 1,199.3
calories (see Tables 3 and 4),

Table 3

Cereals and legumes. Calories consumed per person. (Calories per day)
Income strata (sueldos vitales) 0-2 2-4 4-6 6-8 8 & morAverage

1. Rice 100.5 125,2 119,6 133ol 132.7 112.1
2. Wheat

- Unbleached flour 47.5 64.1 78.6 56.0 116,3 60.6
- Cake flour 0.3 2.7 6.1 4.8 16.9 3.0
- Pastas 86,6 105.7 101.1 90.9 109,4 94,8
- Common bread 33396 38.9 260.2191.0 160.9 322.1
- Special bread 307.3 441,4 505.31 563.8 686.5 398.8

3. Chickpeas 2.2 4,1 3.4 2.1 4.1 3.0
4. Lentils 9.9 11.5 831 6.6 9,3 j 10.1
5. Dried beans 49.0 55.7 40.3 82.4 44.7 49.1

936.941199 3 1122 .9 1080,7 12808 J105 3 .6

Table 4

Cereals and legumes. Protein consumed per person° (Crams of protein per day)

Iceta (vil)2 2-J 3 & I WeightedJIncome strata (Sovitales) 0-2 2-4 4-6 6- -83 & mor Average

10
2.

4,
5,
60

Rice
Wheat

- Unbleached flour
- Cake flour
- Pastas

- Common bread
-Special bread

Chickpeas
Lentils
Dried beans

1.79

1.11
0.01
2.62
8.00
7.37
0.12
0.62
2.93

24.57

2.23

1.50
0.06
3,20
9.32

10.58
0.22
0.72
3.33

31.16

2.13

1.84
0.14
3.07
6.24

12,11
0.18
0.51
2.41

2.37

1,31
0.11
2o76
4.58

13.50
0.11
0.41
1.94

23.63 127-09

2*36

2.72
0.39
3.32
3.86
1 6.40
0.22
0.58
2.70

1.99

1.42
0.07
2.90
7.72
9.60
0.16
0.63
2.90

I 32o55 127,39

The facts shown above make clear that there is still a gap in consumption
to be filled, which would obviously improve the nutritional situation of the
families of lowest disposable income in particular.

-- r
-LI



Naturally this is not a simple task, since if one wished to equal the
level of consumption of bread of the highest income stratum, it would signi-
fy an increase of 144 kilos per family per year in the lowest stratum alone,
which would represent a total demand and supply of 150)000 tons of bread,
that is, it would require an increase of more than 175 000 metric tons in
the supply of wheat.

Heats, Fish and Seafood

The differences in consumption of the different income strata are most
disproportionate in this group of goods, since none of the income strata
reaches a level near that achieved by the highest stratum. The only ex-
ception can be seen in the consumption of fat products, where the levels
reached rise far above that of the highest stratum. This product, of slight
protein value, is nevertheless the one which, together with soup meat and
chuck, provides the lowest income stratum T7ith the greatest number of calories
within this group of foods. (See Table 5.)

Table 5,

Meats, Fish and Seafood, Proportion of family consumption in relation to
the highest income stratum. (In percentages)

Income strata (sueldos vitales "22-4 4-6 6-8 8 & morel

6. BeefC j- -3
- Boneless meatj13 24 43 73 100
- Stew meat 73 115 106 106 100
"Soup bone and shank 14 13 28 33 100
- Lard 21 201 361 93 100

7, Lamb
- Stew meat 82 104- 86 61 100
-Chops 9 18 t43 48 100

Sirloin 28 38 46 60 100
8. Pork

- Stew meat 44 32 68 54 100
-Chops 12 19 40 95 100
-Rib roast. 7 24 55 100

9. Poultry (chicken) 18 39 58 72 100
10. Fish

- Conger eel 26 21 100
-Hake, cured and dried fis 50 55 51 49 00

11. Shellfish
W0Clams II 17 15 42 100
- Mussels 12 30 30 74 100
-Abalone 1 3 4 43 100

The differences registered under more specific headings, such as in the
consumption of fillet, loin2) chicken, and abalone, are very large. This

2These headings are grouped under the item Boneless met°
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only goes to show the character of the marketing system and its relation to
the distribution of disposable income.. since it is precisely under these
headings that the relation to prices is the highest.

Table 6

Meats, Fish and Seafood. Annual consumption per family in each income level.
(Kilos per year)

! 6-8 more We i g h t e d

Income strata (s.vitales) Z-2 2-4 4-6 6-8 8 &mo eA ge

6. Beef (kg) I
Boneless meat 24.7j 45.5 01. 147.3 190.3 52.9
Stew meat 19.2 30.3 23.01 27a9 L6.3 23,6

- Soup bone & shank 438 4.5 9.5 11.5 34.5 8.0
- Lard 1.7 1.5 2,71 047 0.8 1.6

7. Lamb (kg)
- Stew meat3J 3,4 44 3.6 2,6 4.2 3.7
- Chops 0.4 0 19 2.1 4,3 1.0
- Sirloin 1.1 1:5 1.9 24 4.,0 1.6

8. Pork (kg)
- Stew meat 019 0.6 1:4 1.1 2.0 1.0
- Chops 0,7 1,2 2.4 5.7 6.0 1.6
Rib roast 0.2 0.7 1.7 1.3 3.1 0.8.

9. PoulJtry (chicken) (kg) 133 2 437 53.5 74.8 26.5
10. Fish (kg)

- Conger eel 09 30 29 14.0 IA
- Hake, cured & dried 14.9 1 15.3 14.6 29.7 15.0

11. Shellfish (kg) fish

- Clams 3c4 J1 4.6 12.7 30.3 5.0
- Mussels 1.5 37 3.7 9.0 12.3 3.4
- Abalone (ea.) 0.2 1.2 12.7 29.4 1.9

As we can
and protein is

see in Tables 7 and 3 respectively,
not so relevant as in the previous

the contribution of calories
case,- Naturally we consider-

ed consumption as a whole and did not measure the contribution, especially in
protein, of each one of the products individually, where the analysis would
be limited to the specific quality of each heading. What we are interested
in studying in this case is the nutritive balance in terms of what the popula-
tion consumes, as a result of its disposable income, its knowledge of nutri-
tion, and supply.



Meats, Fish and Seafood.

Table 7

Consumption of calories per person.
(Calories per day)

Income strata (s.vitales) 0-2 12-4 14-6 6-8 8 & more Weighted!

*1 __-Average.

6. Beef 29.7 45.5 73.3 102,83.1138.9 49.2
7. Lamb 3.7 4.9 5.5 5.1 9.3 4.7
8. Pork 1.3 11.9 4A1 54 811 2.4
9. Chicken 3.8 S4 12,6 15,5 21.6 77
10. Fish 4°4 540 5.4 5.0112.0 4.6
11. Shellfish 0., 1 3 1 3.9 7,7 1,3

__4___667lI_2_o_1147o741977 69.9

Table 8

Meats9 Fish and Seafood, Consumption of proteins per person.
(Grams of protein per day)

Weighted,
Income strata (s.vitales) 0- 2-4 4-6 6-8 8 & morel

_______________________ _____ ____ _____ ___ _________ Average

6. BeC 3.63 6,23 9.87 15.86 21.49 6,80
7. LeAmb 0,24 0.33 0.37 0,38 0.69 0.33
8. Pork 0.0710.081 0191 0.31 0,39 0.13
9. Chicken 0.77 1.691 253 3.10 4.33 1.54
10. Fish 0:961.10 11.15$ 109 2a68 1.03
11. Shellfish 0,151 0.2710.26 0.771 1:57 0.28

--- 9,7[ 82- 9 14.37- 21.52 31.5T Ioli

While the consumption of cereals and legumes contributes 936.9 calories
and 24.57 grams of protein daily per person to the lowest income stratum, the
consumption of meats scarcely adds 43.6 calories and 5.8 grams of protein.
Clearly it doesn't make much sense to compare the caloric contribution made
by each one of these groups of foods, but it is important to analyze the pro-
tein contribution of the two. That is to say9 in economic terms it is in-
teresting to analyze the nutritive contribution of both groups9 since, as
we saw in the case of wheat9 an appreciable quantity that would have to be
produced or imported was required to equalize the consumption of bread and
the distance in consumption and9 as a result, in the nutritional level
between the two extremes is not so appreciable as it is in the case of meat.
Thus while in cereals and legumes the proteins consumed by the lowest income
stratum amount to 24.57 grams, as opposed to 32.55 for the highest stratum,
and 27.39 grams for the weighted average, in the consumption of Meats , Fish
and Seafood9 the proteins consumed in the lowest income stratum amount to
5.82 grams, as opposed to 31.11 grams for the highest stratum and 10,08 for
the weighted average.
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Actually, the highest income stratum consumes meat, fish, and seafoods
at a level that attains almost the same protein contribution as the cereals,
but in order to do so it must reach levels that are comparatively very high.
In fact it consumes 190.3 kilos of beef. 74.8 kg of chicken, and 72.0 kg
of seafood per family, while the lowest income stratum consumes, under the
same headings, 24.7 kg, 13.3 kg. and 5.1 kg, respectively. This distance
is even more noticeable and aggravates the problei if one considers that
the weighted average under said headings scarcely reaches 52.9 kg under
beef, 26.5 kg under chicken, and 10.3 kg under seafoods° With this point
we wish to demonstrate that, if the attempt were made to attain the same
level of consumption of the highest income stratum, especially of beef and
chicken, the effort would be much greater still and of higher cost than in
the case of wheat. Just to equalize the consumption of beef between the
highest and lowest income strata it would be necessary to increase the supply
by more than 170,000 tons, that is to say, the present total supply would
have to be almost doubled. In the event that it was desired to e'ualize
the consumption of all the inhabitants of the country at the level of the
highest income stratum, it would be necessary to increase the total supply
by 235,000 tons. which at a glance would be difficult and very costly.

The caloric and protein contribution of beef taken as a whole is note-

worthy, as is the reduced contribution of pork.

T1h: principal reason is that, for one thing, the consumption of beef is
of first priority, and secondly, so~ie of the headings under beef are those
that contribute most in terms of calories and protein.

It is interesting to observe the different incidence of the different
cuts or types of meat in the various levels of income. Thus, in the case of
calories, the headings that occur most often in the lowest income stratum are
beef stew, lard, chuck, and chicken. On the other hand, in the highest
stratum the greatest contribution is made by roast beef, rib roast, and loin.
Chuck meat and chicken also weigh considerably but at a more reduced level
than the above. In the case of the weighted average) the headings that con-
tribute the most calories by virtue of the levels of consumption reached are
roast meat, beef stew, chuck meat, and chicken° Other important headings are
rib roast, lard, loin, and the fillet of hake.

In the case of protein, with the exception of beef lard, all the other
products are closely related to the above.

As regards the low level of consumption observed in the case of pork., it
was considered that this food is consumed primarily outside the home. Natu-
rally, beef, chicken, and fish are also consumed, but it seems that pork is
the product that is eaten most often outside the home. Otherwise one could
not explain the total available supply which exceeds by too much the overall
consumption projected through the results of the survey, as will be seen in
another chapter. There is also consumption of beef outside the home, espe-
cially of loin and fillet. The consumption of these items, which corresponds
to levels of higher income, has been estimated with the object of balancing
the demand with the total available supply.



In general, the figures on available supply are not adequate, due to the
fact that it is impossible to know about the clandestine butchering and other
forms through which commercialization and private consumption are carried out.
Thus it has been very difficult to confront the study of the consumption of
meat, especially when taking into account each heading or cut of meat indi-
vidually.

In the case of lamb, the situation is a little more conplicated, since
a very high proportion of the available supply is consumed in the province
of Magallanes. Facts on this situation do not exist except at the level of
estimates, for which reason the effort to balance supply and demand was prob-
lematic, since if one tried to derive this balance through the results of the
survey, one would find more than 50 percent of the consumption without pos-
sible explanation.

The figures on chicken, fish, and seafood are more difficult to estimate.
Nevertheless, we believe that the figuzes on Consumption are reasonable since
the projection obtained through the figures of the survey fits within possible
limits.

DairY Products, Oils and Fat Products, Eggs.

Tn .ls group of goods it is not so interestng to disouss the differen-
ces of ..osumption among the inco.me strata. Thcre erdsts an escalating con-
sumption in proportion to the rise in disposable income and the spending
carried out by the different strata. The important thing is to analyze
the level of consumption in itself, especially the case of milk, since it
is one of the main products of this select group, and besides, it is a
basic nutritional good. (See Tables 9 and 10.)

Table 9

Dairy Products, Oils and Fat Products, Eggs. Proportion of family
consumption in relation to the highest income
stratum., (In perceatages)

Income strata (s.vitales) G-2 2-4 4-16 6 8_8 more

12 MilkI
- Liquid, 22 38 52 70 100
- Powdered 29 42 57 78 100
- Condensed 1271 48 65 81 j100

13. Butter 42 67 76 82
14. Margarine42 40 72 49 100
15. Eggs j 53155 86 112 100
16. Cooking oil l 49 65 76 87 100
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Tab!le 10

Dairy Products, Oils and Fat Products- Eggs. Annual consumption per family
in each income stratum. (In units)

Weighted
Income strata (s.vitales) 0-2 2-4 4-6 6-8 8 & more Average

12. Milk
- Liquid (liters) 106.5 182.4 247.9 332.8 478.3 177.1
- Powdered (jar) 111.4 16,5 22.3 30.3 39.0 16.6
- Condensed (jar) 10,7 18.9j 25.2 31.8 39.0 17.1

13. Butter (kg) 8,5 13.6| 15.5 16.7 20.2 11.7
14. Margarine (kg) 0o01 019f 0,341 0.23 0,47 0.13
15. Eggs (ca.) 333.8 344,6 539.6 704o3 631.0 390.4
16. Cooking oil (liters) 43.8 58.0 67.7 77.7 88.9.54.3

The level reached by the family group of lowest income is, in reality,
extremely modest, since it reaches a total consumption of milk equal to
53.7 daily calories per person, which would represent less than a fifth
of what the "half liter of milk" contributes to each Chilean child in the
program that is so named. On the other hand, a half liter of milk per
person, and not per child, would almost be cclnmmed by the highest income
stratl., since it reaches a level of 220.8 daily calories per person in the
consumption of milk. Therefore, it would really be possible that the child-
ren of that stratum are actually consuming the aforesaid half liter of milk,

Also worthy of attention is the quite reduced consumption of margarine.
The explanation seems to be that in the years of the survey, the consumption
of this product still had not become generalized, therefore the result has
very relative validity in the projections,

The consumption of oooking oil detected in the poll seems to be over-
estimated, for which reason it was necessary to fall back on the known facts
of supply. In this case if we should have an apparent consumption, we will
at least respect the proportion that existed originally in the survey. The

relation between the consumption of this product and the other goods made the
above hypothesis appear more consistent.

Table 11

Dai ProductsOils and Fat Produt% E ges. Consumption of calories per
person. (Calories per day)

' ! 6-8 Weighted'
Income strata (sovitales)f 0-2 i 2-4 1 4-6 6-8 1 8 & more Weige

____________________________________________Average
12. Milk i53.7 ~889 120.3[ 160o6 1220.8 j86.1
13. Butter 33.5 536 60.8 65. f 79.7 1 459
14. Margarine 0i 1 0 7 1o2! 0.9 1.8 0.5
15. Eggs 1 13:4 !1338 21.7f 28.41 25.4 15.7
16. Cooking oil 207.9 i275o2 321.1i 368.9 422.1 257.9

1 308.6 432-2 1 251 624.4 749.8 424.1
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Table 12

Dairy Products, Oils and Fat Products, Eggs. Consumption of protein per
person. (2rans of protein per day)

! ...... eightedl

Income strata (sovitales) 0-2 2-4 4-6 6-8  8 &eige
S more Average

12. M/1ilk 2*94 4.79 tS. 872  12.05 4.68
13, Butter 0,02 0,04 0105 0.05 0.06 0o03
14. MargarineAI
15. Eggs 1.25 1.30 2.02 2,65 2.37 1.46

16. Cooking Ioil 614*21 6 13 j8.57 14 448 6.17

Other Goods.

In this group of goods, the most important products are onions, potatoes,
and sugar.

The consumption of onions is of a seasonal nature, since, even though
they are eaten all year, the level of consumption rises considerably during
the suri-er period, especially in the low¢er classes, It is for this reason
that its consumption exceeds by a fair amount that registered in the high-
est incc.cae stratum. In general the level of consumption is high. Its
import-nce frxm a nutritional point of view is very slight. Its consump-
tion is justified for reasons of customn and culinary tradition,

In the case of the potato, its consumption is also seasonal, although
it is eaten during the entire year. However, there is also a very impor-
tant regional aspect, since the potato is eaten in various forms in the
producing provinces in the southern part of the country. As we have al-
ready said, the results in the present case are from Greater Santiago
for which reason this regional peculiarity has not been taken into account.
The results that have been processed indicate the existence of a very even
consumption, since it also constitutes a popular food.

The consumption of sugar that is shown in Table 14 does not include
that of an industrial nature, it is valid to -ay that that kind of consump-

tion is presented through preserves, marmalades, and other types of prod-
ucts. We refer exclusively to direct consumption in Table 14.

In general the consumption of sugar is fairly even. There are no
marked differences between the extremes. Perhaps the level reached even
by the lowest stratum is slightly elevated, since it would give a consums%1-
tion of 2.08 kilos per week per family. In the case of the highest income
stratum, this consumption would be elevated to 2.77 kilos per we,=ko

Nevertheless, it is one of the headings that shows greatest compatibili-
ty in relation to the available supply, which in the Chilean case is of a
very high level, especially if one adds to it the consumption of sugar or

an industrial nature.



Table 13

Various Products. Proportion of family consumption in relation to the

highest income stratum. (In percentages)

Income strata (sovitales)i 0-2 2-4 1 4-6 i 6-8 8 & more

17. Onions 11641157 142 114 100
18. Potatoes 78 881102 88 100
19. Sugar 175 95 98 90 100
20. Bananas 24 41 51 86 100
21. Coffee i 27 52 72 85 100
22. Tomato sauce 57 77 71 65 100
23. Tea

- Bags 69 821 93 84 100
- Loose 66 78 88 79 100

24. Salt 110 129 129 115 100
25. Beer

-Ale 1101 115 116 135 100
-Beer j 37 68 42 70 100

Table 14

Variotm, Products. Annual consvairti3n per family in each income stratum

Income strata (Svitales) 0-2 2-4 4-6 6-8 8 & Average

17. Onions (kg) 68.0  65.0 59.0 47.5 41.5 63.6
18. Potatoes (kg) 242.0 273.0 318.0 273.0 311.0 263.1
19. Sugar (kg) 99.9 f 126.3 130.6 119.7 133.2 112.7
20. Bananas (kg) 18.1 30.9 37.7 64.1 74,6 29,3
21. Coffee (jar) 6.9 13.1 18.3 21,5 25.4 11.5
22. Tomato sauce (jar) 45.0 61.2 56.6 51o4 79.5 53.3
23. Tea

Bags (box) 35? 41.9 47.3 42.6 50.9 39.5

- Loose (kg) 77j 9.2 10.4 9.4 11.3 8.7
24. Salt (package) 23.4 27.4 27.3 24.3 21.2 j 24.5
25. Beer 1

- Ale (bottles) 7. 8.2 8.2 9.6 7.1 7.6
-Beer (bottles) 11.9 j21,9 13.5 22.8 32.4 16"3

Table 1.5
Various Products. Consumption of calories per person. (Calories per day)

Income strata (s~vitales) 0-2 2-4 4-6 [6-8 f8 &morej 4 t~e

Goods______ Acrg
17. Onions 8o2 7o8 711 5o o 7o

13. Potatoes 696 7I 9151 78.5 89.5 j75.2
19. Sugar 206.1 260.4 269.3 j246.8 274.6 j218.2
20. Bananas 5,8 9,9 12.1 20.5 23.9 7.2

j289 °7 356.6 380.0 351.5 392.9 1 308.2



Various Products.

Table 16

Consumption of proteins per person. (Grams of protein
per day)

• - Wei~ghted.I
Income strata (s.vitales) 0-2 12-4 4-6 1 6-8 8 & morel W.ghed+___ _ i.Average-

Goods
17. Onions 0.25j 024 0.22 0.17 0.15 0.23
18. Potatoes 3.24 3,66 4.26 3.66 4.17 3o53
19. Sugar .. ... ...

20. Bananas 0407 0.10 0.09 0.08 0.12 0108
3:56 41000 4.57 3o91 4.44 3.84

2) Consumption by income strata
In spite of the fact that this aspect
sider it useful to make a synthesized
perspective.

expresssed in calories and proteins.
has been analyzed previously, we con-
presentation of consumption in this

As one can observe in the following tables, we have presented the con-
tribution in calories and proteins of the different groups of products con-
sumed by each income stratum.

In4 ll cases the caloric contribution of the careals and legumes is
fundamental. Nevertheless its importaxnce decreases in proportion as the
families rely on a larger income. These products are then replaced by the

consumption of meats, fish, and seafoods, and of dairy products, oils, fat
products, and eggs. In spite of this, however' it does not cease to be a

significant proportion, since all the products indicated replace only about

10 percent of the caloric contribution of the cereals and legumes. Thus,
while in the lowest income stratum these reach 58°8 percent, in the case of
the family group of more than 8 sueldos vitales, the caloric contribution
of the cereals and legumes represents 48.4 percent of the total (see

Table 17).



Table 17

Consumption of calories per person (Calories per day)

0-2 2-4 4-6 6-8 8 & more Weighted Average
c/d ___ c/d c/d c/d c/d c/d

CerealsLegumes 936.9 58o8 1199.3 57.8 1122o9 52,2 1080,7 48.8 1280, 48.4 1053.6 56.3

Meats, Fish, 7kca
food 43.6 2°7 67.1 3.21 102.2 4.7 137.7 6,2 197.7 69.9 3.7

Dairy ProductsI
Oils & Fat
Prods.,Eggs 308.6 19.4 1 432.2 20.8 325A 24.4 624.4 28.2 749.8 28.3 424.1 22.6

Onions ,Potatoes,

SugarBananas 289.7 13.2 356.6 17.2 3 0°0 17.7 351.5 15.9 392a9 14.8 308.2 16.5

Various Products 14.o2 09 18.8 1.0 18o8 1.0 19.7 0.9 23.8 1.0 15.2 0.9

Total 1593o0 Io000 2074.0 100,02149.0 100.0 2214.0 100.0 2645.0 100.0 1871.0 100.0

Thble 18

Consumption of proteins per person. (Grams of protein per day)

0.-2 i 2-4 4-6 6-8 8 & more Weighted Average
p~ : ]p/d p/d .... p/d /d/ p/d ,

Cereals, Legumes 24.57 63.6 31.16 60.3 28.63 50.3 27.09 41.7 32.55 38.8 2739 57.1

,ideats, Fish, Sea-
food 5.82 15.l 9a70 18,8 14.37 25.3 21.51 33.1 31.15 37. 10.11 21.1

Dairy Products,
Oils & Fat

Prods.,Eggs 4.21 10.9 6.13 119 37 15.1 11.42 .o6 14o48 6.17 12.9

Onions ,Potatoesj
Sugar,Bananas 3.56 9,2 4.00 7o7 4o57 8°0o 3,91 6o0 4o44

Various Products 0.44 Ii 0o71 1,5 0.76 13 0.97 1.5 1.18 1.5 0.49 1.1

Total 1 38.60 100.o 51.70 100.0156.90 100.0 64.90 100.0 83.80 Ioo o 48.00 100.0

'-4I



The group of products whose contribution is relatively greater in pro-
portion as the level of disposable income is higher is made up of the dairy
products, oils and fat products, and eggs. The importance of the composi-
tion and diversification of consumption, as well as the level reached in
each case, is reflected much more from the point of view of protein. Here
the jumps are much more notable than in the case of calories.

As we can see in Table 18, while the contribution of proteins within
the total granted through the consumption of cereals and legumes descends
from63.6 percent (lowest income stratum) to 38.8 percent (highest income
stratum), the contribution of proteins for the consumption of meat, fish,
and seafoods, ascends from 15.1percent (lowest income stratum) to 37.2
percent (highest income stratum).

Dairy products and the consumption of eggs also contribute proteins
in a significant way, and represent an importatt segment in proportion as
their level of consumption rises. While the level of cons uiption reached
by the lowest income stratum grants proteins that represent only 10.9 per-
cent of the total, in the other extreme this percentage rises to 17.3 per-
cent.

In Short, for the case of families with high f .... s one can maintain
that th- tendency of diversifictien in their consucption permitted t-he re-
placemant of the proteins provided by cereals and legies by those of meat,
fish, scafood, milk, and eggs.

The Chilean society as a uhole has not been able to do the same as the
family group of higher income, since on the average the greatest protein
contribution continues to be made by the cereals and legumes (57.1 percent),
with meat, fish, and seafoods in second place (21.1 e.1 cent), and milk and
eggs following them with 12.9 percerit. the rest of the proucts the
potato is the one that contributes the nmost.

In conclusion, it remains for us to coT.nt br y n the -el -tained..
However, one has to take into accoant two principal ~i .tatons. In the.

first place, the calculated levei8 do not include all the nutCiticrl goods,
basically-lacking are the fruits and vegetables. This aspect could, be re -
solved by estimating that the inclusions of these groups would increase

the total indicated by from 6 percent to 10 percents so that the general
conclusions would not be affected. The second limitation is mere serics,
since it is related to the standards of reference with which one wouitd haveto compare the nutritional levels attained. In this respect it is advisable
to make clear that it is very difficult to have a single figure of reference
since the recommendation on the consumption of calories and proteins w il
depend on factors like age sex, and type of activity developed -Hence the
difficulty in having a general average which might serve as a standard of

ref erence. However, in order to overcome this pitfall we decided to use a
collective average (taking into account the variables indicated) that wascalculated in order to analyze the availability of calories and proteins in
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Chile. (Production plus imports.) The average in calories recommended by the
National Health Service is 2,398 daily calories per person, and 46 grams of
daily protein per person.

3

Without going into a specialized treatment of the subject, it is possible
to point out that in the first income stratum the greatest deficiency is on
the side of the consumption of calories and not so much in that of proteinso
In like manner, in the next-highest stratum (from 2 to 4 sueldos vitales) the
same phenomenon is repeated, since in this case the level of consumption of
proteins is adequate. This phenomenon is also apparent in the income strata
of 4 to 6 and 6 to 8 sueldos vitales. However. we may suppose that with the
inclusion of the consumption of fruits and vegetables these income strata
easily attain the average level recommended, which we could not maintain in
the previous cases.

The importance of this phenomeiion is that it includes 80 percent of the
Chilean population, since that is the proportion of inhabitants in Chile that
earn up to 4 sueldos vitales per month.

3) Spending on the consumption of essential foods 1968-69. The Poll of
Family Budgets, source of our information, presents the spending carried out
on the average by the families grouped in strata according to their income.

In !;he present case we have taken the spendirg deduced °directly from the
survey, and it includes the period Ibetueen September of 1968 and August of
1969. Not all the spending on foodstuffs has been studied, but exclusively
that limited to essential goods. Consequently we did not consider spending
on greens and fruits, preserves, etc., various dairy products, soft drinks
and alcoholic beverages, consumption outside the home, separate courses, and
miscellaneous. The total spending on food recorded by the survey is shown in
the following table:

Table 19

Income Spending on food (in Available Incomel(in Total Spending (in
strata Escudos of 1968"69) Escudos of 1968"69) Escudos of 168,-69

Total Essential Z Totals Total spending on Total Total spending on
goods food/AvailoIncome food/Total spend,

__ __ _ __ _ __ ____ __ __(? ) _ _ _ __ (Z)

0-2 4;369 39080 70.5 j6456 67.7 10 563 41.4
2-4 6,113 4,311 70.5 149865 41.1 19 248 31.8
4-6 7,787 5,274 67.7 24,126 32.3 27 220 28.6
6-8 9,605 6,379 664 36,182 26.5 41,217 23.3
8 & + 12,224 8,342 68.2 f11 2,8 79  10.8 82,792 14.8
WeigLhted= . .__ , -Weigted59  4,127 69.4 20401 29.11 21,448 27

iAvailable income and total consumption during the survey period.

3Recommended levels ° 2,398 calories daily and 46 grams (UPN=60) of protein

daily. Source ° 1o Barja; Mo Somorza, Co Puigredon; B. Avila, H.Ao Tagle.
"Disponibilidad de alimentos en Chile, quinquenio 1965-1968,"NmoNtoa
Health Service, Santiago . 1971.



As we explain in the chapter that deals with the distribution of income,
the families of lower incomes have had to resort to indebtedness in order to
cover as many of their needs as possible. This had to be so, since other-
wise it would not be possible to pay, in the case of the Chilean economy,
67.7 percent of the available income for food. We take a firm stand on the
Chilean situation since it is a society incorporated on fairly diversified
guidelines of consumption, so that the population is forced to live together
within a certain level or standard of living,

In the circumstances described, the total spending on foodstuffs in
relation to the total expenditure diminishes to a certain degree in relation
to the magnitude of indebtedness. In the lowest income stratum, while the
relation to available income was 67.7 percent, this percentage diminishes
to 41.4 percent when it is related to the total expenditure. The difference
in the proportion of spending on foods in relation to available income and
to total expenditure is very important, since, in the case of the highest
income stratum, spending on food represents 14.8 percent of this total ex-
penditure and only 10.8 percent of their available inoome, which indicates
their purchasing power, even on a speculative level,

This purchasing power and the existing difference in levels are clearly
reflected when the spending on essential foodstuffs is expressed in terms
of sueldos vitales.

For this purpose we have taken into account the legal minimum wage from
the year 1968 and that from 1969, formulating a weighted average between
the respective proportions.

4

Table 20

Income strata Average spending per family (Essential foods)
(Expressed in sueldos vitales) (Expressed in Escudos)

0-2 SV 0.58 33080°27
2-4 SV 0o81 4,310.58
4-6 SV 0.99 55273.65
6-8 SV 1o20 6,378.86
8 & more SV 1.57 8,541,84

Weighted Average 0 8 4127.01

There is a great disparity in the -spending carried out by families of
different levels of income. The relationship between the amount spent by the
lowest income stratum and that spent by the highest stratum on the consump-
tion of essential food products is a proportion of approximately I to 3.'Also,
the average amount spent by all the families equals half the amount correspond-
ing to the highest income stratum and is in turn 34 percent larger in relation
to the families that make up the stratum of 0-2 sueldos vitales, which repres-
ent 54 percent of the total population of the country.

43,08o37 Escudos divided by the 12 months of the survey equals 256.68
E° monthly. The living wage (SV) in 1968 was 373.24 E°; and in 1969, 477.50
Ero The monthly sum would represent 0.54 and 0.69 respectively. However, if
the variable time is introduced as a weighing factor, an average of 0.58 SV will
be obtained.
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In other words, if there had been an equal distribution of foodstuffs,
54 percent of the population would have consumed 34 percent more, while the
higher income stratum, which represents 8.9 percent of the population, would
have seen its consumption of essential foods reduced by 50 percent.

However, even then it seems unlikely that the poorest social groups
would have been able to spend economically in the marketplace the additional
amount that, hypothetically here, it would have been possible to distribute
to them with the equal distribution of goods~since even with a redistribution
of income like that experienced in 1971 it was not possible to achieve the
weighted average obtained during 1968-69. As we saw, the weighted average
expressed in calories and grams of protein reflected a total of 1,871 calories
and 48.0 grams of protein daily per person. This level could not be reached
by the lowest income stratum as a result of the redistribution of income, as
we shall see in the next ch.apter, Inspite of the increase that it had, that
stratum reached more than 1,747 calories daily and 42.80 grams of protein
daily per person. In other words, the increase in their level of available
income and in their expenditure was not sufficient to compensate even for
the gap that separated them from the average that had been reached. In that
case and referring again to the year of the survey, the average expenditure
that an equal distribution would have signified for the lowest income stratum
is reflected in the following figures:

Table 21

Relationship between the average spending on food and the available
income and the total expenditure of the lowest income stratum.

(In Escudos :of 1968-69)

Average spending on Available in- " otal expen-
Total essential foods come of the iture of the

lowest incom lowest income
(a) (b) stratum (c) (a)/(c) (b)/(c) stratum (d) (a)/(d) (b)/(d)

59946 49127 6,456 . 92 o% 63o9 I j 10,563 56.32 39.lIZ

This would mean that, in order to reach the national average, even in-
fluenced as it is by their own relative weight, since it is a weighted aver-
age,- the families of the lowest income stratum would have to use 92.1 per-
cent of their income for feeding themselves or, on the other hand, go into
debt by 61.1 percent (which is what happened that year) in order to use 56.3
percent of their total expenditure for that purpose. Naturally the percent-
ages diminish in the case of the essential goods, to 63.9 percent of the
available income and 39.1 percent of the total expenditure. Apparently theseproportions are not viable except at the expense of other necessities that
are indispensable. At least this is indicated by the fact that when their
incomes and levels of expenditures were increased, while they did improve
their nutritional level, the income obtained was directed towards other needs.

The following table shows that distribution of income and of consumption
prevailing in the period of the survey and its relation to the consumption
of essential foods.
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Table 22

Relation between the spending on essential foods and the available
income and the total expenditure. (In Escudos of 1968-69)

Spending on Average available in- Average-total ex-
Income strata essential foods come per family penditure per family

__(A) () A/B (C): A/o
0-2 SV 3,030 6,456 48 10,563 29
2-4-SV 4,311 14865 29 19,248 22
4-6 SV 5,274 24,126 22 '27220 19

6-8 SV 6,379 369182 18 419217 15
8 & +SV 8,342 7.28879 7 82792 10

Weighted Average 4,127 20,401 20 21,448 19

As we .can see, the spending on essencial foods, by the families in the
lowest income stratum, in.spite of being-so low, already represents almost
50 percent .of the income of the -families and approximately 30 percent of
their total expenditure.,

Another of the interesting aspects to observe is related to the pattern
of spending. As the following table establishes with respect to the flours
and starches, greens and fruits, sugar and other kinds of goods that were
not classified, their relative importance diminished as the income of the
families increases, even though the expenditure may be greater in absolute
terms. The opposite occurs in the case.of spending on meats, poultry, and
fish, whose relative importance rises considerably in proportion as the fami-

ly income increases, coming to signify 44 percent- of the spending on essen-
tial foods, in the group of families whose income is larger than 8 sueldos
vitales.

With regard to the pattern of average family spending, it is very similar
to the pattern of spending of the families of 2 to 4 sueldos vitales, with
the exception of the two primary groups of foods, which are flours and starch-
es, and meats, poultry, and fish. In these cases the average would be situat-
ed between the pattern of consumption of the strata of 2 to 4 and 4 to 6
sueldos vitales.

The variation in the pattern of consumption detected in-the survey ap-
parently remained constant during 1970. At least there have been no changes
in the distribution of income, so we assume that there would be:no- important
variations

Therefore, the only explanation for the variation in the spending of the
families in this period is that it is due to the increase in the prices of
the essential goods ,consumed.

The average family spending by income strata on essential food products
in the period of the survey and the consumption valued at the average prices
of 1970 are as follows -
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Table 23

Income strata Period of the survey Average 1970 Variation %

0-2 SV 3,080 4,560 48o0
2-4 SV 4,311 6,382 48.0
4-6 SV 5,274 7 844 48o7
6-8 SV 6,379 99328 46.2
8 & more SV 8,342 12,293 47.4

Weighted Average 4,127 6 093 47.6

Price variations detected by the Consumer Price Index in that period,
45.4 percent.

Variations under the heading of Foods on the Consumer Price Index in
that period, 49.8 percent.

The variations in spending on Essential Food Products incurred by the
families of different income strata have been fairly even, and also very
similar to the price variations detected by the Consumer Price Index, con-
sidering the General Index as well as that referring only to the heading
of Foods.

B. DISTRIBUTION OF INCOMiE AND TOTAL DISPOSABLE FAMIILY SPENDING 1969-1970o

Although it is not necessary to develop this theme in particular, it is
worthwhile to describe, even superficially, the outstanding characteristics
of the distribution of income in Chile.

The importance of considering this variable not only becomes obvious
when it is related to general consumption, but also involves a content that
explains very well the essential characteristics of the economic rationale
which we are presently trying to modify; that is, it constitutes a back-
drop that clearly indicates the concentration of wealth, the basis of use
and the destination of the economic surpluses and of the natural resources,
the purchasing power exercized by the different human conglomerates of the
country, the basis of their expectations and limitations 'on consumption for
the satisfaction of their needs.

During the years 1969 and 1970 the distribution of income has not varied,
as we gather from the following table, which demonstrates a concentration of
45.5 percent of the income in the hands of only 7.1 percent of the Chilean
families. The addition of the families of more than 8 sueldos vitales would
indicate a situation in which 49.4 percent of the income is controlled by 8.9
percent of the total population, as opposed to the 54.3 percent that controls

only 17.2 percent of the income.
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Table 24

Distribution of total available income in 1969-1970. (In
millions of Escudos, 1970)

Span of Averagei 1969 1970
Family Income INumber of homes ,Total Income iNumber of homes Total Income

(SV) (thousands) (:) (millions) (i) (thousands) () (millions) ('Z)

0-2 1,023 54.3 %102108 17.2; 1,043 54.3 10,500 17,2
2-4 483 25.7 110,990 13.7 492 25.7 119416 18.7
4-6 -156 8.3 5,759 9.8I 159 8.3 5,983 9o8
6-8 52 2.8 ; 2,879 4.91 53 2.8 2,991 4.9
8-10 34 1.8 i12,292 3.9j 35 18 2o381 3.9

10 & more 134 7.1 '269741 45.51 136 7.1 27,776 45.5
1,882 10000 !58,769 100o01 1,918 100.0 61,047 100.0

Table 25

Average Available Family Income in 1969-1970. (In Escudos of 1970)
:1969 1970 f VrainSpan of Average Nmeofi 19997 varint ion •

Number of Average income i Average Income perl Percentag
Family Income homes per Family Family

(SV) 1969 11970 Escudos Equiv.j Escudosl Equival.
ofo197097inSV

of 1970 in SV of 1970 in
(thousands) _________I__ _____

0-2 419023 l,0431 9,881 1.33 10o067 1o36 1.9
2-4 483 4921 22,754 3071 23,203 3.13 1.9
4-61 156 1591 36,917 4,98 37 6291 5.0 1.9
6-8 152 53' 55,365 7.47 56434 7.62 1.9
8-10 : 341 351 67,41Z 9.101 689029 9118 1.9

10 & more 1341 136: 199 560 26.93 204 235 27.56 1.9
!1882'1,918; *31:227_4,211*312828 A 4o29 1.9

*Weighted Average

The rest, which is where the bulk of the middle class is
represents 36.8 percent of the families controlling a similar
the income (33.4 percent).

concentrated,
proportion of

The proportions indicated become more concrete when they are expressed

in terms of average family income or its equivalent in sueldos vitales. It

has not been possible to get a good idea with respect to the dispersion of
income that exists in each one of the strata, so that we have to make do with
a simple average which at least gives us some idea of the situation. Natural-
ly, in the case of the highest income stratum because it is an open stratum,
the average is the least indicative, since it shows the average incomes
elevated only to secure levels. While they will not form a majority pro-
portion, they do reach a level far above that indicated in the respective
table. (See Table 25.)
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In said table there are two elements that merit attention. In the first
place, the difference that exists between levels of incomes; and secondly,
the measure of increase between 1969 and 1970. As we can observe, this in-
crease is constant in all the strata, which surely does not reflect the reali-
ty of the situation. The projection has started from the assumption that the
variations in income have been influenced by the growth of the economic prod-
uct and that there were no significant changes in the form or proportion in
which the different social groups appropriated it.

The modest size of the increase in product and the evidence that in this
period there were no specific policies of redistribution lead us to presup-
pose the validity of the above assumption. The important thing is to show
that there have not been changes in the redistribution of the income, but
that its level has in fact been slightly increased.

It is interesting to observe that 80 percent of the population (income
strata 0 to 2 and 2 to 4) does not attain a level that even remotely approx-
imates the average income of the Chilean society, which in turn is very far
removed from the average reached by the families of higher income. Further-
more, the majority of the population reaches an average level of income that
represents 33 percent of the general average and scarcely 5 percent of the
highest average income.

The analysis of the preceding facts explains very well the reason why
the lowest income stratum has such a high rate of indebtedness as 64.0 per-
cent. However, in spite of that the families of this stratum cannot match
their total level of expenditure, basically induced by the "demonstration
effect" of the other groups, since they in turn-are influenced by the fami-
lies of high incomes for the same reason. Thus they do not reach even 50
percent of the average level of: expenditure that is carried out in the Chile-
an society.

Indebtedness is, then, a common characteristic in almost all the family
strata, with the exception of the families of the highest stratum, who have
a margin of savings of 30..4 percent of their total available income. The
general balance of this situation indicates that the total number of families
has a rate of indebtedness of 4.7 percent in 1969 which rises to 4.9 percent
in 1970.

Apparently this tendency towards consumption is basically influenced by
the demonstration effect exercized by the high income strata through their
standards of living, their apparel, and especially their consumption of
luxuries. Otherwise we could not explain the reason why the medium strata
should have to go into debt, since if it were a matter of nutritional neces-
sities, as we saw in the preceding chapter, they would have sufficient margin
to increase their spending on food, even in terms of their available income
alone° This in turn explains the fact that the lowest strata of 0-2 and 2-4
sueldos vitales have a rate of indebtedness of 63.0 percent and 29.0 percent
respectively.
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Indebtedness has an explanation at the level of the national commer-
cial system, since a mechanism was developed in the country that granted
incentives to the consumer so that he could buy his goods on credit and
on convenient terms.

AS
similar
tion of

we can see in Table 27, the levels of consumption have risen in a
way, since it is the same hypothesis that was used for the projec-
income.

In spite of the fact that the relative position of the lowest income
stratum improves, since the highest stratum does not use all its available
income for consumption, one can continue to appreciate a very great differ-
ence between the levels of consumption reached by each one of these family
groups, with the difference that the majority of the population that is
in the lowest income stratum has incurred an important rate of indebtedness
that is compromising for the future, without reaching an adequate level of
consumption. Thus more than 50 percent of the families continue to consume
a little more than 10 percent of the amount consumed by the families of
higher income, and scarcely attain half the level of the national average.
If we add to this group the other family group of 2 to 4 sueldos vitales,
while their average consumption may be on the upper margin, 4.04 sueldos
vitales, it is still very far removed from that of the remaining families
of higher income (see Table 27).

Table 26

Total consumption by income strata in 1969-1970.
(In millions of Escudos, 1970)

1969 1970 1969 1970
7 Savings & ' Savings &

S fn Indebted- Indebted-
Consum Iness (-) ness()

Span of Average Consns umpawu=P- n H - ns -

Family Income ition in Total tion in i Total (%)Savings (%) Savings
.milIo millions (%) Income_ Income

0-2 16,527 26.8 17,115 1 26.7 - 63.0 (-) 63.0

2- 4,8 2. 14,727 1 23.0 - 29.0 i(-) 29.02-4 141,184! 23.00 29"0

4-6 i 6,475 10.5 6725 10.5 -12.4 (-)12.4

6-8 3,268 5.3 339 5.3 -13.5 (-)13.5
8-01,1I

8-10 i1 2,590! 4.2. 2,702j 4.2 -13.5 (-)13.5

10 &.more 18,623 30.2 19,367 30.3 .30,4( 30°3

61,667 100.0 64,031 100,04. () 4,9
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Table 27

Total average family consumption in the years 1969-1970. (In
Escudos of 1970)

Span of Average Number of!, 1969 1970
Fam-ly Income'.homes, Average Consump- Average Consump-Variati

(SV) . (thousands~tion per Family tion per Family i Percentage
1969 1970 I1n Escu- Equival. In Escu-i.Equival. (i)

'dos 1970in SV dos -19701.in SV

0-2 19023 1,043 16,155 2,18 16,409 2.21 1.9
2-4 483 492 295,366 3.96- 29,932 4.04 1 9
4-6,- 156 159 41,506 1 5,60 42,295 5.71 I 109 .
6-8 52 53 622846 i 8.48 64,052 78.65 1,9
8-10.. 34 35 76,176 I10.28 77;213 10.42 1 19

10 & more 134 136 138,978 '18.76 142.351 19.21 1,9J1,882 1918 *32 767 4.42 '33388 4.51 1.9

*Weighted Average

CHAPTER TWO: METHODOLOGY FOR THE PROJECTION OF CONSUM4PTION AND ANALYSIS

OF THE TENDENCY TOWARDS CONSUMPTION

A. ME:HODOLOGY FOR THE PROJECTION.

Using as a basis the "Poll (survey] of Family Budgets," we proceeded
to select the nutritional products that make up the most habitual Chilean
diet.

The consumption of foods has been stratified in accordance with differ-
ent levels of income, which were grouped in terms of the sueldos vitales
that the families received. The stratification is the same as that used in
the case of the distribution of income.

Since the survey records the spending carried out by each one of the
families under the different nutritional headings, it was necessary to de-
rive from that information the respective quantities consumed. For that
purpose we took the prices effective in December of 1969, since it is short-
ly after that date that one can count on a more complete series of prices.
Also, since the survey was carried out between September of 1968 and August
of 1969, we assumed that the average variation in prices between the period
of the survey and December of 1969 was 16.96 percent; therefore we deflated
all the prices of December, 1969, by 1,1696, obtaining in this way the prices
implicit in the survey.

The results obtained in qualitative terms really correspond to Greater
Santiago, since the surveys that were used refer to this area. Hence the
limitation of these results for carrying out their projection on a national
level. However, on the basis of the results and of their consistency with
the available supply for the years of the survey, we have been able to obtain
a pattern of consumption that would reflect a tendency within which it would
be possible to determine the consumption per family on a national level.
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The pattern of consumption thus obtained has served as a basis for cal-
culating the variations in consumption provoked by the redistribution of in-
come in the year 1971.

Previously we started from the hypothesis that, since there were no
changes in the distribution of income between 1969 and 1970, it would be pos-
sible to accept the idea. that the pattern of consumption detected by the sur-
vey would remain constant until the last year mentioned. Since there is no
series of facts on consumption by income strata that includes more than one
period, in order to be able to observe the variations in consumption in terms
of the changes in income, we decided to study the changes in spending for
products, experienced in proportion as we passed through the different levels
of total expenditure carried out by the family strata. That is, we calculat-
ed the inter-strata elasticities of spending, corresponding to a given pat-
tern of consumption, which was that resulting from the survey.

Having calculated the different elasticities of spending, we calculated
the variation in spending experienced by each income stratum between the years
1969 and 1971. We included the variation between 1969 and 1970 in order to
take into account the influence of their small increase when it is considered
within the total variation.

Therefore, the quantities demanded by each family stratum for 1971 were

projected by using the following equations:

C1 (SI) Co (SI) 1 + E (SI). G (I)

G (SI+l) -
G (SI)

Co (SI) .= G(I+1) -l

G (I)
where

Cl is the projected consumption (1971)
Co is the consumption of the survey (1968/1969)
C1 (SI) is the quantity demanded per family of the product S-in the

stratum I corresponding to the year of the projection
Co (SI) is the quantity demanded per family of the product S in the

stratum I corresponding to the year of the survey
E (SI) is the elasticity of spending for the product S between a certain

stratum (I) and the stratum immediately above it. For this
reason we assumed that-the highest income stratum of the sur-
vey has an elasticity equal to 0.

G (SI + I) is spending on the product S corresponding to the next-
highest stratum

G (SI) is the spending on the product S corresponding to a determined
stratum

G (I +1) is the total family spending corresponding to the stratum fol-
lowing stratum (I)

C (I) is the total family spending corresponding to a determined stratum
i G (I) is the variation in the family spending of stratUm i between 1969

and 1971.



On the basis of the pattern of consumption of the survey and of that
projected for 1971, we proceeded to analyze the conduct of the total demand
in the period from 1969 up to and including 1971. Also we calculated the
pattern of consumption per person5 corresponding to each income stratum.

The projection of the total demand for the years 1969 and 1970 was, made
on the basis of the pattern of consumption detected by the survey. That of
the year 1971 was projected on the basis of the elasticities of spending and
the increase in the total consumption-between 1969 and 1971. While it is
possible that the pattern of consumption has been distorted since the end of
1972, due to the inflationary process and the speculative disruption of the
mechanisms of commercial distribution of nutritional goods [Trans.Note: i.e.,
the black market], there can be no doubt that the aspirations to maintain
and rise above the levels reached by the popular strata of the population
during 1971) will be for a long time the starting point on the basis of which
all their expectations regarding wages and social position will be outlined.

Between the years 1969 and 1970, as well as after 1971 we considered in
the projection of total demand only the increases that arise from the nat-
ural increase of the population. Naturally the period between 1970 and 1971
is an exception, since there are substantial changes due to the redistribu-
tion of income.

Both the pattern of consumption and the total consumed obviously had to
be contracted with the available supply, for the year of the survey, as well
as for the year 1971. However, this balance the object of which was to
verify the consistency of the results of the survey, since it was not possi-
ble to consume goods that were not available, did not prove to be completely
satisfactory.

For one thing, as we indicated, the projection of total demand on the
basis of the pattern of consumption shown in the survey, as well as that
calculated for 1971, strictly speaking represent the - situation of Greater
Santiago, which means not taking into account the characteristics of consump-
tion in other zones or regions of the country linked to special traditions,
habits, and conditions Also, due to the fact that we only have simple av-
erages for the income strata and the dispersion of families in each one of
them is unknown, we couldzprobably be over- or underestimating the total de-
mand in some cases.

In addition, the consistency of the facts on the available supply is
really rather debatable. In spite of the fact that efforts were made to rely
on production figures that were compatible among different sources, doubt has
remained that that was really the case, Therefore one has to take the facts
set forth above in the capacity of orders of magnitude subject to better ad-
justment through a more specific investigation.

5 Since the knowledge of family composition existing in the different

strata is not very realiable, we decided to take the general average for the
country (5.1 members per family).o
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For the reason indicatied, the balance between supply and total demand
must be considered-with due caution, since it has to do more with a compari-
son between two orders of magnitude obtained in separate and autonomous
ways. This has the advantage that for the first time an effort is made to
separate the calculation of the demand from that of the total supply. In
the past, when "apparent consumption" was spoken of, the only thing that was
being measured was the supply and not the demand.

In those cases in which the results of the survey were extremely in-
compatible with the available supply, we decided to maintain the same pat-
tern, but adjusted to the supply. Thus, while we-may have been dealing with
apparent consumption, at least we took into account the variations in con-
sumption between the strata.

As regards the supply, we have relied on all the existing sources of
information for the purpose of balancing the different figures that exist
in the country for a single product. In some cases the figures have been
obtained directly from the agro-industrial enterprises, which by their na-
ture have absolute control over a determined product (as in the case of
IANSA with beets), or at least ,are the most important influence (as in the
case of COMARSA with olive oil),,,

B. ANALYSIS OF THE TENDENCY TOWARDS INTERSTRATA CONSUMPTION 1968-69.

We calculated the elasticities of spending for 49 nutritional products
(S=l,.. . 49)and for 4 levels of income (11, . . .4), from 0-2; 2-4; 4-6;
and 6-8 sueldos vitales.

The method used to calculate elasticities of spending in this study im-
plies a series of assumptions:

a) For each income stratum we obtained an average consumption or ex-
penditure for the product in question, by adding up all the observations of
spending for that stratum and then dividing by the number of observations.
Consequently, we did not consider the size of the family surveyed,and there-
fore we did not know the effect that this variable could have on the level
of spending in any-one. level of income. Therefore, implicit in the elastici-
ty of spending will be the elasticity of the size of the family, for which
we do not have information regarding the existing bias.

In proportion as the family size increases one might expect that the
spending for a determined product would remain constant or diminish (elastici-
ty of family size is negative or near zero) if that good is a luxury product at
that level of income, and that it will increase (elasticity is positive and
near i) if the product is a basic necessity. 6

6 Romualdo Roldan, Analisis Econometrico de Presupuestos Familiares.

Una estimaci~n por estratos de ingreso Thesis to obtain the title of Com-
mercial Engineer, University of Chile, 1971, p.o 38.
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b) We are also ignorant of the effect on the level of spending for a pro-
duct brought about by such variables as; levels of education regional habits
of consumption, etc. It has been assumed that the differences observed in
the levels of spending upon passing from one stratum to another are explained
exclusively by higher levels of income. The same assumption is made within
each stratum upon averaging the levels of spending for the different families
surveyed. This assumption together with assumption a) cause the elasticities
of spending obtained to include other effects apart from the effect of in-
come on the level of expenditure.

c) It has been assumed that when the level of income of a determined
stratum increases, whether it is through growth of the total income or through
a redistribution of the income in its favor, the level of spending of the
families of that stratum for the different products follows the same pattern
as that of the average family of the next highest stratum*

d) It has been assumed that the elasticities of spending of the average
family of the stratum of 8 or more sueldos vitales are equal to zero- The
necessity for this assumption arises from the lack of information necessary
to calculate the respective elasticities of spending (one would need to know
the levels of spending of a higher stratum, for which in turn one would not
have available the information necessary to calculate its elasticities of
spending) beyond a theoretical rationalization with regard to the values of
these elasticities.

This is an assumption that one must keep in mind when studying the values
obtained for the average elasticities of spending for the different products.
as well as for the average elasticities of spending per group of products.
With the exception of those cases in which this income stratum might have
negative elasticities of spending> this assumption would result in less than
real average elasticities.

e) The calculations of the elasticities of spending were made with the
facts corresponding to Greater Santiago, and therefore the elasticities are
representative of the preferences of these consumers, However in the pro-
jection they were used as representative of the preferences of the consumers
of the entire country. since they were used to project the quantities demand-
ed by income strata for the total number of families within each stratum.
The regional differences in the values of the elasticities of spending in
some cases may tend to compensate one another in proportion as they go in
opposite directions, but there is no reason to expect that that has happened.

f) Elasticities of income were noL calculated, only elasticities of
spending. Two considerations are important in this regard, on the one handthis means that the greater or lesser facility of access to credit and the
cost of credit are going to influence the levels of spending, affecting as
a result the values of the elasticities of spending, since for any one level
of income the level of spending will be greater when the sources of credit
are cheaper and more accessible, On the other hand, the variable income can
be considered as an exogenous variable within this analysis; since it cannot
be maintained with regard to total expenditure, which fact would introduce an
additional bias to the calculation of the elasticities.
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g) In all the calculations the changes in quality of the products con-
sumed by the different income strata are unknowns the assumption being made
that the same prices are paid for identical products. The elasticities of
spending thus calculated will differ from those calculated with facts on
spending in physical terms or from those calculated after an adjustment for
changes in quality.

h) We have only considered the spending for certain foods (49 products
in all) and the elasticities in spending have been calculated with regard to
the total spending on these products.

The criterion for judging the assumptions that have been used ought to
depend on the use made in this work of the elasticities in spending thus
calculated. What we are interested in knowing is the levels of demands for
the different products that would have been produced during 1971 as a result
of the redistribution of income that took place in that year.

In this section an analysis will be made of the results obtained for the
values of interstrata elasticities of spending for individual products, as
well as for groups of products. It is interestiing to analyze the values of
these elasticities for each stratum, as well as their inter-strata differen-
ces. A comparison will also be made with the results obtained in other
studies.

Considering all the limitations of the elasticities of spending calculat-
ed here and the fact that the choice of the nutritional products that were in-
cluded was based on a criterion of basic or essential products, one might ex-
pect the analysis of the elasticities of spending to fulfill the following
relations:

- For the strata of lower incomes, the elasticities of spending for
the basic products would be greater or near l,(and less than those of the
goods of basic consumption) for the luxury items. The reverse is likely to
be true for the higher income strata*7  It is assumed that at the levels of
the lower income strata the minimum requirements for the basic products have
not been satisfied°

- Among strata the comparison ought to show that the elasticities of
spending for the goods of basic consumption should be greater for the low in-
come strata; and in the case of nonessential goods, the elasticities should
be greater for the high income strata.

8

These two propositions would be valid if we accept that assumption of
diminishing marginal utility, independence of the preferences and habits of
the consumer, and perfect knowledge and rationality of the consumer 9 in other
words, they reflect the neoclassic hypotheses on the behavior of the consumer.

9 1bid.
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It is possible that, given the more or less basic character of all the
products included, these differences might not be significant in the elasti-
cities calculated and consequently the propositions might not be met, and
not necessarily because the behavioral assumptions are not fulfilled.

The elasticities of spending for the different products according to in-
come strata have been divided into three categories

I) Negative elasticities of spending that is, inferior goods whose con-
sumption diminishes in absolute terms as the level of spending increases°

2) Elasticities of spending between 0 and 1 that is, normal goods
whose cnnsumption increases as the level of spending increases> but less
than proportionally (which means that their proportion within the total ex-
penditure is diminishing). Neoclassic theory postulates that the majority
of foods belong in this category.

3) Elasticities of spending greater than 1, luxury goods.that is, those
whose consumption increases more than proportionally as the level of spending
increases, so that their participation within the total increases.

In order to be able to make a more general analysis, the products, and
as a result the elasticities of spending, have been combined into the follow-
ing 10 groups of goods.

Group i- flours and starches
Group 2. meats (beef, pork, and lamb, excepting rump roast, loin, and fillet)
Group 3. meats. rump roast, loin, and fillet
Group 4- chicken
Group 5. fish
Group 6- oils
Group 74 eggs and dairy products
Group 8,. greens and fruits
Group 9. sugar
Group 10., others (includes,. instant coffee_ tea, tomato sauce. beverages, etc,)

The analysis of the percentages of total spending that the different in-
come strata designate according to categories of elasticities of spending,
permits us to make the following generalizations (see Table 28).

a) The strata of 2-4 and 4-6 present a high percentage of their total
spending on goods with negative elasticity. 21 percent and 32 percent~respec-
tively. This compares with 2 percent for the stratum of 0-2 and 4 percent
for that of 6-8.

b) The strata of 2-4 and 4-6 present an equal percentage of their total
spending (56 percent) on products with elasticities of spending between 0 and
I, which is considerably lower than the percentages presented by the stratum
of 0-2 (with 39 percen and that of 6-Li (with 92 percent)°
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c) In the category of elasticities between I and 2, the stratum of 2-4
has the highest percentage ofits spending on this type of goods (with 12
percent), while that of 6-8 has only 2 percent. The strata of 0-2 and 4-6
have.similar behavior with 0 percent and 6 percent, respectivelya

d) The same situation repeats itself if one considers the percentages
of spending on products with elasticities greater.than I (that is, those
with elasticities between 1 and 2 and greater than 2)° The stratum of 2-4
has the highest percentage with 20 percent, and that of 6-8 has the lowest
with 4 percent, while those of 0-2 and 4-6 both have 9 percent.

Table 28

Percentage of the total spending.by categories of elasticities, for
the different income strata

Categories Income strata
of elasticities i 0-2 2-4 4-6 6-8

Negative 2 21 32 4
Between 0 and 1 89 59 59 92

Betweenl1 and 2 8 12 6 2
Greater than 2 1 8 1 3 2

Total 1 00 ..... 1 00, .I00 1 00

Greater than 19 20 9 4

Sourceo, Calculation based on the facts of the Poll of Family
Budgets of. INE, 1968-690

Table 29

Percentages of the nuimber of products, by categories
for the different income strata

of elasticities,

Categories income strata es 6-
of elasticities 0-2 2-4 4 6 6-8

Negative 8 31 1 45 1 12
Between 0 and 1 66 37 39 66
BetweenI and 2 13 10 6 1 4
Greater than 2 13 22 10 8

Total 100 100 7T1..00
Greater than 126, 32 16 22

The situation described in Table 23 complemented by
us the following-

Table 29, shows

- That the behavioral hypothesis proposed which indicates that for the
low income strata the essential products would have elasticities of spedv'in,,
greater than I (or near 1), and in-any case greater than those of the nones o-

sential goods, would not be fulfilled in this case. We can affirm this be-
cause, for the stratum of 0-2. the majority of the products included



(indicated by the percentages of the total spending and of the number of prod-
ucts) falls within the category of 0-i elasticities greater than 1.0. In ad-
dition this is confirmed by analyzing the type of goods that fall within these
two categories of elasticities. As an alternative explanation to this hypo-
thesis one could consider that this stratum has risen above certain minimal
levels of consumption of these goods (especially because of the high level
of indebtedness that at present permits it to reach levels of consump-
tion higher than those its level of income alone would permit). In addition3
given that all the goods included are foods (and relatively essential), one
could consider that they would fall within the classifications of normal
goods (elasticities between 0 and I) and luxury items (those with elastici-
ties greater than 1). The percentage represented by the inferior gcods could

be explained by this same alternative hypothesis.

This same alternative hypothesis could explain the behavior of the high-
est income group, that of 6-8 sueldos vitaleso For this stratum, 66 percent

of the products are in the category of 0-1 with 92 percent of the total spend-

ing. It presents a greater percentage of the expenditure and of the number

of products in goods with negative elasticity (greater than the stratum of

0-2) and a lower percentage of spending and number of products in goods with

elasticity greater than 1.

In general, the patterns of spending of the strata 0-2 and 6-8 by cate-

gories of elasticities are fairly similar. In addition to zhe fact that the

levels of indebtedness tend to make the situation more similar for these two

strata than what one would expect given their differences of income, another

element that could help to explain this similarity is the demonstration effect

on consumption (which the neoclassic theory assumes to be absent). This ef-

fect is possibly more important for the explanation of similar behavior in

the consumption of goods other than nutritional ones, but it could be present

here.

The strata of 2-4 and 4-6 present a rather different situation. It is

difficult to explain the high percentages, in spending as well as in the num-

ber of products, of the goods with negative elasticities for these two strata.

If the percentages of 31 and 45 percent of the number of products for these

strata corresponded to a greater percentage for the stratum of 6-8, accom-
panied by a diminishing percentage of the spending on this type of product

(that is, greater for the stratum of 0-2 and lower for that of 6-8), the al-

ternative hypothesis would permit us to explain this behavior, since in pro-

portion as the income rises there would be numerous products that could change

from being essential goods to being inferior, but on which the family spends

lower proportions of its income. But this does not happen.

In addition, the percentages of spending and of number of products of
luxury goods are greater for the stratum of 2-4 than for the other three strata3

again in opposition to the alternative hypothesis proposed.

For these two intermediate strata, the primitive hypothesis of behavior
would permit the explanation of more than the alternative. It has not been
possible for us to find a behavioral hypothesis that would explain the behav
ioral variants of the four income strata simultaneously.



Table 30

Percentages of spending on the different groups of products, by
elasticities, for the different income strata

categories of

-Group Categories Negative elasticities Elasticities between 0 and 1 Elasticities greater tha
~of of
Iproducts -_las ticities 0-2 2-4 4-6 6-8 0-2 .. 2-4 4-6 6-8 0-2 2-4 46

-~ou 45 36 10 0 55 64 90() ()

Group 2 3 26 18 5 90 15 35 85 7 59 47 10

Group3.33 - 100 88 67 100 - 12

Group 4 -.. . ... 100 100 100 100 -

,Group 5 - 1 00 100 - 100 (*) (*) (*) (*) (*) 100I -
Group 6 - (*) - 100 100 00 100 (*) (*) -

Group 7- I00 79 100 100 - 21 -

Group 8 9 10 89 13 91 90 - 87 II 1

Group 9 10 1 - 00 100 - 100

Group 1022 67 (*) 80 78 33 100 20 - (*)

a 1~

) I

)

Source; Calculation based on the facts of the Poll of Family Budgets of INE, 1968-69.
(*) not significant percentage of the total spending on that group of products.

3

Aijk = 100

k =1

for i = 1, .o 10
j=,.. 4
k=I, .o. 3

1=
k-

[1=
3=

group of products
income stratum
category of elasticities
negative, 2 = between 0 and 1
greater than 1.]

Note;

!-.T

!
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Table 30 shows the percentages of spending on the different groups of
products, by categories of elasticities, for the different income strata,
Consequently it gives us a more precise idea of which are the groups of
products that are represented in the different categories of elasticities,
as well as how their spending is broken down among the different categories
and how these percentages differ according to income strata.

Some generalizations that can be made are.

a) In the category of negative elasticities, only groups 2 and 8 show
products for all the strata.

b) Only for the strata of 2-4 and 4-6, fish (group 5) falls within this
category of negative elasticities, and even though this group is also
represented in other categories of elasticities for these strata, it is
not represented with significant percentages of the spending on that
group for the respective stratum,-

c) Sugar has negative elasticities only for the stratum of 4-6. "

d) Of the groups 3, 4, and 7 there is not a single product in this
category of negative elasticities, for any stratum. Of group 6 only
margarine has negative elasticity of spending, for the stratum of 4-60

e) For the category of elasticities between 0 and I, that is, normal
goods, almost all the groups of products are represented for all the
strata, In addition, some groups are represented practically in their
entirety in this category, for some strata (or for all).

f) Only group 2 is represented in this category, for two income strata,
in percentages lower than 50 percent.

g) In the category of elasticities greater than I (superior or luxury
goods), only group 2 is represented for all the strata. Group 3 as well
as group 4 have an important representation, although not for all the
strata. The other groups have practically no representation in this
category of elasticities.

It is also interesting to know the differences in the values of the
elasticities of spending for groups of products among strata, as well as the
differences in their orders within each stratum. For this purpose, two types
of calculations were made:

I) For groups of products (i = I 0 ... 10). the average elasticities of spend-
ing for each stratum were calculated, (J = 1, ... 4) = Eij, using the follow-
ing formula:

ti
iEsij . Gsij for i = 1, .. ° 10

Eij = j -l,... 4

s = IGsij

where
Esij=elasticity of the product S, of group i, for stratum j

Gsij= spending on the product S, of group i, for stratum j o
t= number of products of group i.



Then an average elasticity of spending was calculated (averaging across
the strata) for groups of products Ei

5
Eij . NJ

__________ for i 1, o 10
5

i Nj

where Nj = number of families for stratum j
Eij = 0 for all the i.

FinallyA 4Eij, that is, the standard deviation of the Eij, was calculated
according to the following formula.

1. -2
(Eij Ei) Kj

.J Ei = / . 5 ........ for i = , 1o 0

-~Eijj== I

where Ei5 = 0 for all the i

To get an idea of the relative dispersion for groups of products, the

following expression was used.

'OSEij / i

that is, it was used to measure the standard deviation in relation to the
average.

The EuJ permit us to compare the average elasticities of spending for
groups of products for the different income strata. In this way one can get
an idea not only of the absolute values reached by these elasticities (in
relation to key values like 0, 1, or greater than 1), but also of how they
compare to one another among strata. The order of the Ej is important for
observing the extent of fulfillment of the hypothesis that for the lower in-
come strata the elasticities of spending for basic products should be near I
and greater then those of the luxury goods, and vice versa for the higher in-
come strata. In the inter-strata comparison of the Eij it is interesting to
see if the average elasticities of spending for basic products are greater

for the lower income strata than for the higher income strata. and vice versa
for the luxury products. The use of the expression ZS Eij Ei gives a certain
idea of the relative dispersions, but it does not permit us to say if the ob-
served differences among the Eij, for any one i, are significant or not (in
a statistical sense), although it does show for which group of products these
differences are most important.

2) In addition we calculated the average value of the elasticities of spend-
ing of the different groups of 2roducts, by categories of elasticities, for
the different income strata: = Eijk according ...to the following formula:
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rik

s -1EsijkoGsijkfor i =1, .o 10
Eijk rrik j = I1 o4

Z Gsijk k=19.o0 3
5 =l

where.

Esijk = elasticity of spending of product s, belonging to group i, for
stratum j, within the category of elasticities k.

Gsijk = spending on product s, of group i, for stratum jP within the
category of elasticities k.

rik = products of group i, for the category of elasticities k.

k I = negative elasticities
k 2 elasticities between 0 and I
k- 3 elasticities greater than I.

In addition, we calculated an average elasticity of spending per stratum,

for each category of elasticities: Ejk according to the following formula:

10

=1Eijk.Gijk for j-= i o 4
Ejk ii k =1, 3

Gijk
i=I

where,.
Gijk = spending on group i, for stratum j in the category of elasticities k.

The values of Eijk permit us to compare by categories of elasticities
for the different strata (not compensating therefore, the difference in
elasticities of spending among products, as for the Eij). They permit us to
analyze by categories of elasticities the order of the different groups of
products that is produced within each stratum, as well as the inter-strata
comparisons. Therefore, they permit us to observe at a lower level of compensa-
tion than the Eij, whether or not the two behavioral hypotheses outlined at
the beginning are fulfilled.

We will analyze the results of these calculations in the following pages:

Table 31 shows the Eijk.
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Table 31

Average elasticities of spending for groups of products, for the dif-
ferent income strata

Eijk

Groups of \Income 02 2-4 4-6 6-8 = *
Products trata4 I _ Ei

Group I .38 .1 .14 .22 .27
(.30)

Group 2 .75 1.43 130 .28 .89
(,98)

1.17 3.02 .83 1.02 1.51
Group 3J.7 (1.66)

144 ,39 1.15
Group 4 '1.46 1,2 i (.26i 1 i(1,26)
Group 5 .55 .63 161 1.53 o64
GroupS .55 1(.7

Group 6 .40 .13 .53 1 .14 .30
(.33)

Group 7 '.53 981 523 .54

(.60)
Group 8 .21 039 .15 .14 1 .23

11 (o25)
Group 9 .32 .08 .01 .11 .20

I 1 (,22)
Group 10 .45 .51 i0 1 .23 .39

(.43)
TOTAL .49 .54 .41 .28 45

! i 0 (,49)

Note: the figures for Ei between parentheses are calculated according
to the following formula:

4

Eij . Nj
4

Nj
j = 1

that is, a weighted average of the elasticities of spending for j 1$ 00.4,
without considering Ei5 = 0.

Source. calculations based on the facts of the Poll of Family Budgets
of the INE, 1968-69.

The arrangement from higher to lower of the elasticities of spending
for groups of products (Eij) shows group 3 in a range of values between 0.75
and greater than 1.0 for all the strata, having elasticity greater than i for
all of them with the exception of the stratum of 4-6. For the two strata
of lower incomes, the groups of products in the range of 0.75 to greater than
10 are the same: 2, 3, and 4 (although not in the same order). For the high-
er income strata, in this range of values we find groups 3 and 5) and for the
stratum of 4-6 group 2 is also present. For the two strata of higher in-
comes, group 5 is the one that presents the highest elasticity of spending,
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Consequently, if we accept the hypothesis that for the lower income
strata the basic products have elasticities of spending greater than those
of the luxury products (and near 1), with the opposite situation existing
for the high income groups, we would have to conclude that. groups 2, 3,
and 4 would be basic products for strata 0-2 and 2-4, and at the same time
nonessential products (groups 2 and 3) for strata 4-6 and 6-8. This con-
clusion would be in opposition to the expected, that is, that a luxury prod-
uct for a low income stratum should come to be basic for the higher income
stratum, but not vice versa.

Now, if the last four places in the order of the Eij are considered,
the groups of lowest elasticities of spending are in agreement for the strata
of 0-2, 2-4, and 6-8 (they are: 1, 6, 8, and 9), and for the stratum of 4-6,
three of the four are the same (1, 8, and 9). In this case, luxury goods
(in relative terms) for the lower income strata come to be basic goods for
the higher income strata. The problem here is due to the type of goods in-
volved, since one would expect them to be essential goods for all the strata,
or essential goods for the low income strata and inferior goods for those of
high incomes, instead of the situation that is outlined.

Therefore, it could be concluded that the behavioral hypothesis outlined
is not fulfilled (given the characteristics of essential goods presented by
all the products included), or is fulfilled only for the high income strata
and not for those of low incomes, or there could exist a problem of aggrega-
tion. In order to see how the situation changes if we regroup the strata,
average elasticities of spending for groups of products were calculated for:
strata 0-2 and remainder, and strata 0-4 and remainder. Calculations were
made for the remainder (in both cases) taking into consideration the income
stratum of 8 and more sueldos vitales, which we assumed has elasticities of
spending equal to 0 by hypothesis. This regrouping also facilitates the inter-
strata comparison.

As Table 32 indicates, the regrouping delivers the same results with
regard to the order ot the Eij as the more aggregated grouping. In fact the
order is more similar for the two sets of groupings than in the more aggregat-
ed case. Obviously, when the stratum of 8 and more is not considered in the
"remainder," the values of the elasticities of spending are higher but keep
the same order (these last elasticities are the ones presented in Table 32).

The alternative behavioral hypothesis suggests that the order should be
the same for all the income strata (since the differences in the levels of
income tend to be compensated for by the different levels of indebtedness):
If we accept this hypothesis, the same groups of products would be basic and
the same would be nonessential for all the strata, and this would come basical-
ly through the absolute values of the elasticities with respect to the value
1.0. For the low income stratum (0-2), groups 2, 3, and 4 would be nones-
sentialo For the "remainder" (not including that of 8 and more), group 5 is
added to these three groups.

Wh en they are grouped from 0-4 and remainder (including that of 8 and
more), groups 2, 3, and 4 are luxury products for stratum 0-4, and the remain-
der does not present groups of products with elasticities Iof spending near
or greater than 1. When the stratum of 8 and more is not considered in the
remainder, groups 2 and 5 are luxury products for the remainder.
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Table 32

Average elasticities of spending for groups of products

Groups Income Remainder I Remainder"o0-2w-4
of products>, strata (without 8 & I .(without 8 &

Group 1 .38 .17 .32 .16
Group 2 .75 1.31 .97 1.05
Group 3 1.17 2.37 1.76 a ,88
Group 4 1.46 o97 1.38 o43
Group 5 .55 .92 .58 159
Group6 ;.40 , .22 1 .31 .43
Group 7.53 .70 °62 44
Group8 .21 .32 .27 .15
Group 9 .32 -06 .24 .02
Group .045 .40 .47 .13
TOTAL .49 .49 .51 1 .38

Source; Calculations based on the facts of the Poll of Family
Budgets of the INE, 1968-69.

All the remaining groups would be basic or essential products, and at
this level of aggregation (by groups of products) there are no groups of
inferior goods.

The comparison between the Eij for the different strata, for groups of
products, is intended to verify whether or not the second behavioral hypo-
thesis is fulfilled, that is, that the elasticities of spending of the goods
of basic consumption should be greater for the low income strata, and those
of the nonessential goods should be greater for the high income strata. Ac-
cording to the orders in each stratum and the absolute values of the Eij, the
groups of basic products would be groups 1, 6, 7, 8, 9, and 10, while groups
2, 3, and 4 would be nonessential goods. Group 5 constitutes a basic good
for stratum 0-2, and a luxury good for the remainder.

It is more convenient to carry out this comparison among the Eij on the
basis of the information presented in Table 32 than on that presented in Table
31, since it is difficult to draw conclusions from the latter information,
especially for the behavior shown by stratum 6-8.

When we analyze the values of the elasticities of spending for the group-
ing 0-2 and remainder (not including the sector 8 and more) we see that the
hypothesis would be fulfilled for groups 1, 2, 3, 6, 9. and 10, and not for
groups 4, 7, and 8, with group 5 being a special group, since it is basic
for the income stratum of 0-2 and nonessential for the remainder (the other
strata).

For the grouping of 0-4 and remainder (not including the sector of 8 and
more), the hypothesis is fulfilled for groups 1, 2, 7) 8, 9, and 10, but not

for groups 3, 4, and 6.

For the grouping of 0-2 and remainder (without 8 and more), the values
of the expression J-', Eij (see Table 33) show that groups 10, 7, 4, and 8
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present the lowest relative dispersions. Of these groups, groups 7, 4, and
8 do not fulfill the hypothesis, and it is possible that the differences are
not significant. When the grouping of 0-4 and remainder is considered, the
values of the expression6Eij are lower for groups 2, 7, 6, 3, and I. The
hypothesis is not fulfilled for groups 3 and 60

Therefore, it is more difficult to conclude that the differences might
not be significant and that that would explain why the hypothesis is not ful-
filled. When the sector of 8 and more is considered in the remainder, and
consequently one is speaking of the elasticities of spending used implicitly
in the projections of demand, the hypothesis is fulfilled for groups 1, 2, 3,
6, 9, and 10, and not for groups 4, 7, and 8; that is, the situation .is the
same as for the grouping of 0-2 and remainder when the sector of 8 and more
is not considered.

For the grouping of 0-4 and remainder, including the sector of 8 and
more, the hypothesis is fulfilled for groups 1, 6, 7, 8, 9, and 10, and not
for groups 2, 3, and 4, differing, therefore, from the case in which the
sector of 8 and more is not included in the remainder.

When the expressions of relative dispersion are analyzed, including the
stratum of 8 and more, we see that for the grouping of 0-2 and remainder the
lower values correspond to groups 7, 4, 8, 5, 10, and 2; that is, they in-
clude all the groups for which the hypothesis is not fulfilled. For the
grouping of 0-4 and remainder, the lower values of relative dispersion cor-
respond to groups 6, 4, 2, and 5; that is, they include two of the three.
groups for which the hypothesis is not fulfilled.

Table 33

Average elasticities of spending for groups of products

Groups of \ncome 0-2 Remainder Remainder0-20"'4
products %\strata (with 8 & more. (with 8& more)i

Group .38.14 *32609 1
Group 2 .75 1.06 j .97 .58
Group 3 ,I.17 1.91 i.76 49
Group 4 ji.461 .78 11.38 4.24
Group 51.55 o74 .58 189
Group6 .40 o18 .31 .24
Group 7 .53 .56 .62 .24
Group 8 .21 .26 .27 .08 1
Group 9 .32 .05 '24 .01
Group10 .45 .32 .47 1 .07 1
TOTAL i.49 .40 1.51 .21

Source: Calculations based on the Poll of Family Budgets of the INE,
1968-69.



-42-

Table 34

Expressions of relative dispersion of the average elasticities of
spending for grotps of products

Eij .

Groups \ Groupings by Eij Eij 0"2/re- O-2/re- 0-4/re-t 0-4/re- 
of products \.income (w/o 8 (w/8 8maindo4 mainder mainder mainder

mre) m ore)(w/o 8 (w/8 & (w/o 8 (w/8 &
A mrej~I) more) &+) Imore)

Group 1 .. 340 479 .. 0344 .443 o174 336
Group 2- .343 :,478 *280 .173 .027 .175
Group 3 .ao5L K1628- -.355 .244 .173 f .335
Group 4 .262 4!7,.19 029 .246 1.125
Group 5 o476 .587 , 259 .154 0471 0 .193
Group 6 .417 1.538 .268 9379 .120 1 o094
Group 7 .237 k.404 iio.139 0.008 .098 .281
Group 8 *352 o482. 216 112. *1871.3291
Group 9 .587 -690 .580,.1698 .328 .460
Group 10 .267 422 * 057 .172 258 .409
TOTAL 105 7 330 j00 o10 .087 .186

Source: Calculations based on the facts of the Poll of Family
Budgets of the INE, 1968-69.

Table 34 also shows the Values of the expression 4Eij calculated for

the four.-income strata and%.not for the groupings.-of strata. The group that
shows the lowest relative dispersion is group 7,, followed by groups 4, 1, and 2.

An interesting Zact to point out is that this expression presents
values greater than those of-the same expression for groupings of strata.
This situation'also occurs when-the stratum of 8 and more is included.

As a conclusion of the analysis of the Eij and the /t Eij expressions
one can say that the alternative hypothesis will better.. explain-the behav-
ior described by the survey and the criterion utilized in the projections
of demand in this study. With respect to the hypothesis regarding inter-
strata behavior, it could be said that in general the hypothesis outlined is
fulfilled when the results for groupings of strata are analyzed, especially
for the grouping of 0-2 and remainder (including and not including the stra-
tum of 8 and more).

Table 35 shows the results of the calculation of the Eijk, that is the
average elasticities of spending of the different groups of products by
categories of elasticities, for the different income strata. From the in-
formation given in this table we find that at the level of average in the
inter-strata comparison, with the exception of the negative elasticities,
the strata 0-2, 2-4, and 4-6 conform to what is expected for the category of
elasticities greater than 1.0, but the stratum of 6-8 does not, while for
the elasticities between 0 and i it is the stratum of 4-6 that does not con-
form to the expected values.



Table 35

Average elasticities of spending for groups of products, by categories of elasticities,
for the different income strata,

Eijk

Groups >Categories of Negative elasticities Elasticities between 0 and lI Elasticities greater than 1
of products ,elasticities 0-2 2-4 4-6 6-8 0-2 2-4 4-6 6-8 0-2 2-4 4-6 6-8

Group I - -o04 -.03-.01 .°37 .34 a23 o20 10.67 3.12 - 1.33

Group 2 -17 -.05 -.06 -.02 .62 o72 .49 .15 2.62 2.32 2.48 1.94

Group 3 . . . . .91 - .84 .83 1.27 3.02 - 2.65

Group 4- .. - - .44 - 1.46 1.20 - -

Group5 - -19 -.11 - .27 .68 .50 .35 2.06 5.97 4.6 1.87

Group 6 .59 - 039 .12 .54 .14 21,29 1.90 - 1.03

Group 7 1- . - .52 .65 .51 a23 - 1.37 - -

Group 8 -.04 -.09 -.01 -.05 .24 .42 - .15 - - 1.36 -

Group 9 .- o01a- 32 .08 l-

Group 10 - -. 08 -.03 -.11 126 o26 .34 .25 1.08 - 1.35

Average -.10 -. 05 -. 03 -. 03 .39 .39 .50 .25 1.48 2.03 2.40 2.02

Source: Calculations based in the facts of the Poll of Family Budgets of the INE, 1968-69.

I
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With regard to the values of the Eijk for groups of products, the same
situation as that of the Eij is presented for the four strata, aggravated
by the fact that the further breakdown by categories of elasticities makes
it impossible to verify whether or not the proposed behavioral hypotheses
are fulfilled.

Therefore, we will stay with the Eij, grouped in 0-2 and remainder
(including and not including the stratum of 8 and more), with conclusions
noted regarding the two hypotheses.

When the situation is analyzed at the level of individual products, for

the values of the Esij and the expression of relative dispersion, one can
appreciate that the differences among strata are much greater and therefore
the expression of relative dispersion also assumes values on a much higher
level (from 33.6 percent for liquid milk to 407.7 percent for fish). The
higher values for the -4Ei5 expression occur for products belonging to
different groups, and therefore part of that information is lost in the
aggregation. A comparison by strata of the differences and behaviors of
the Esij would be very lengthy. but one can conclude that the aggregation
by groups of products (like any average) obscures differences. For the
standard of production, which ought to be given at the individual product
level, these differences are fundamental, justifying a method of projection
of demand at the individual product level and in physical terms, in order to

then balance it, with the supply, also in physical terms.

Finally, we will include a comparison of the values of the elasticities

of spending for groups of products obtained here with those of the study of

R. Roldan, using a log-log function in the adjustment. The values obtained

are fairly different, especially for eggs, fruits, and greensfor the stra-

tum of 0-2, and for fruits and greens, sugar, eggs&, and meats for the re-

mainder. We can not determine the level of significance of these differences.

The study of Roldan determined that the inter-strata differences were signif-

icant only for fruits, although he applied the test to the elasticities of

spending and of family size simultaneously. Another important point here is

the degree of aggregation at which the elasticities were calculated, which

at least with the methodology employed in this study tends to diminish the

dispersion in proportion as the elasticities are grouped together, with the

dispersion being much greater at the level of individual products.

Table 36

Elasticities fo spending for groups of products

Strata Roldan 0-2 Study 0-2 Ro-d~n 2 & Study 2 & +'Study 2 & +

Products I (log-log) i (Ig-log) i (w/o 3 &+) (with 8 &
Flourso0j 3 --- 213 .. .. 7 I .14

Heats .909 .75 .753 1o31 1.106

Fish .400 .55 .604 12:379 °71.9
Oils 1.°274 1.40 .235 .22 .18
Eggs .734 .04 .633 11°10 j.83
Fruits 1 i.172 .21 °708 1 32 .26
Greens t.366 : 294
Sugar .221 .32 ,.275 1 06 .05
Tea,coffee~bevs. .427 .45 .483 1 40 1.32

So~ur ce Ro1dan, "Analisis Econometrico,' p. 43. Present study: Caicula-

tions based on Poll of Family Budgets of the INE, 1968-69.
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Table 37

Elasticities of spending for groups of products

...., Strata Roldan 0-2 I Study Roldan 2 & + Study 2 & + Study 2 & +
Products P (semi-log) 0 - 2 i (semi-log) (w/o 8 &+) (with 3 & +)
Flours .436 .38 .545 ,.17 .14

Meats Jo767 . 1.839 11.31 1.06
1.17 12.37 1.91

Fish o744 .55 1.645 .92 .74
Oils .472 1.40 .865 .22 .18
Eggs 11.651 04 1.653 1.10 88
Fruits 2.026 .21 1.706 1.32 .26
Greens .800 .707
Sugar.493 1032 .°o954 1.06 .05
Tea,coffee,bevs, .733 45 1.195 i _40_.32_

Source: Roldan, "Analisis Econom'trico," p. 44.
ODEPLAN, Idem Table 36

Table 37 shows the results obtained in the study of Roldan, but utiliz-
ing a semi-log function in the adjustment. This adjustment provides higher
values of elasticities 'than the log-log adjustment. In this case, the most
important differences in the estimated values in both studies appear for
meats, eggs, fruits, and others for the stratum of 0-2, and for flour, fish,
oils, eggs, fruits and greens, sugar, and others for the remainder.

The differences are always in favor of the values calculated by Roldan,
which could indicate that the slants of the values of the elasticities of
spending calculated here could present, given the methodology employed, a
downward tendency, manifesting itself in an under-estimation of these values.
For this adjustment the study of Roldan shows significant inter-strata dif-
ferences (for the two elasticities calculated simultaneously) for meats, fish,
eggs, and fruits, although the author advances the hypothesis that only for
fish would the difference in the elasticities of spending be what would de-
termine the significance of the differences encountered. For the other
three groups, the differences in the elasticities of family size, among
strata would determine a significant differenee for the two elasticities
simultaneously. These inter-strata differences would not coincide with those
shown by the present study, for which the major differences (measured by the
relative dispersion) would be for flours, meats, fish, eggs, and sugar, co-
inciding therefore only for fish. An additional fact to be mentioned here,
apart from the fact that the test was applied to the two elasticities si-
multaneously, is that of the products considered within each group. In ad-
dition, the elasticities of spending calculated in this study implicitly rep-
resent the elasticity of family Size.

The conclusion of this comparison as it refers to the existence of sig-
nificant inter-strata differences is that it would seem that the present study
shows greater differences in the values of the inter-strata elasticities of
spending, although we cannot determine their significance.



With regard to the comparison of the values obtained as such, important
differences can be seen, although the change in the function used in the
study of Roldan substantially modifies the values obtained. As we have al-
ready indicated, part of that difference could be explained by the elasticity
of family size, although it is doubtful by how much they are always in the
same direction.

One of the conclusions of the study of Roldan would be a lack of sig-
nificant differences in the values of the inter-strata elasticities of
spending. As we have already indicated, that could be explained by the
degree of aggregation with which the study was carried out. The differences
found in our study at the individual product level are much greater than at
the level of groups of products, and the latter are most important in a study
of this type.

CHAPTER THREE: THE REDISTRIBUTION OF INCO1E, THE NEW PATTERN OF CONSUMP-
TION, AND THE VARIATION IN REAL SPENDING ON ESSENTIAL FOOD
GOODS

A. REDISTRIBUTION OF DISPOSABLE FAMILY INCOME 1970-1971o

During the year 1971 there occurred a redistribution of income that was
accompanied by profound structural changes in the national economy and by an
unprecedented increase in spending for the- Gross National Product.

Between 1970 and 1971, the spending of the Gross National Product grew
by 8.3 percent, which means 6.4 percent in terms of spending per person. In
the previous year the same indicators reached only 3.7 percent and 1.8 per-
cent, respectively.

The redistribution of income has come about principally through the re-
adjustments of wages and salaries, which were increased by 35 percent. so that

during the year 1971 the Consumer Price Index was reduced to 20.1 percent.

Another of the factors that'influenced the new sitnation was the increase
in employment, which reached a level of 225,000 new occupations,

In the case of family allowances, pension funds, and minimum wages, their
readjustment was greater than the 35 percent mentioned above, and in some

cases it was probably more than 50 percent, that is, more than double the
amount by which prices rose at the retail level. The general effects of this
policy were manifested in the rise in the proportion of consumption by people
in the economy as a whole* While in 1970 family consumption was 69.1 percent
of the total spending of the Gross National Product, in 1971 this amount rose
to 73.6 percent.

In terms of income, the redistribution that was carried out permitted wage
earners to participate in 65 percent :of the national income) while this par-
ticipation had reached only 53 percent in the past.
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In terms of the stratification by levels of income, measured in sueldos vi-
tales, this phenomenon takes shape in the following table. There one can ob-
serve that 80 percent of the families came to possess 41.3 percent of the total
income (families of 0-2 and 2-4 sueldos vitales), while the minority group
of a higher level of income descended from 49.4 percent to 43.0 percent of
the total available income. (Families of more than 8 sueldos vitales.) The
intermediate group also increased its relative participation from 14.7 per-
cent to 15.7 percent.

The effect of the redistribution of income is really spectacular if it
is analyzed from the point of view of the average disposable family income.

The family group that experienced the greatest increase was that of the
lowest income- The proportion by which it rose is on the order of 39.5 per-
cent, and that proportion has been particularly influenced by- higher employm
ment of the salaried class, a phenomenon which is also reflected in the re-
mainder of the family groups, although to a lesser extent. As we can see in
Table 39, while the impact on income is diminished, the lowest significant
rate corresponds to the group of families of 8 to 10 sueldos vitales, with an
18.9 percent increase. The intermediate groups reached an increase of more
than 20 percent, and the group of 2 to 4 sueldos vitales reaches almost 30
percent.

From the point of view of spending, the redistribution has had a double

effect.- on the one hand the level of indebtedness was reduced, and on the
other hand the level of spending was increased.

From the point of view of indebtedness, it would seem that the inter-
mediate strata found themselves balanced in their expectations, since their

level of indebtedness was reduced to a slightly relevant proportion, and
their spending increased by from 9.0 percent to 15.9 percent (strata of 8-10

and 4-6).

In spite of the fact that the lower strata reduced their rate of indebted-

ness, it still remains at a high level. The reason is that the increase in

their spending was also importznt, with 24.2 percent in the lowest stratum
and 18.6 percent in that of 2-4 sueldos vitales.

Table 38

Distribution of total available income in the years 1970-1971. (In

millions of Escudos of 1970)

Strata of average 1970T1971o
Family income (SV)'Number of homes 'In(

__ __ _ (thousands) (mill.)' % _(thousands) '(mill.o) __

2-4 492 141187 501 114,980 20.71
4-6 159 5 9831 9.8 162 7 559 10.5
6-8 53 2)9911 4.9 54 3)746 5.2
8-10 35 2) 3811 3.9 36 2)911 4.0

10 and more 136 27;776! 45.5 138 128,229 39.0
Total 1,918 61,70iOO. 1,952 [72,329 100.0
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Table 39

Redistribution of income. Average disposable family income in 1970-1971.
(In Escudos of 1970)

Strata of average Number of homes 1970 1971 Percetagel
family income (SV) (thousands) Average income per, Average income of Varia-1

1970 1971 , family per family tion
[Eof 1970 'Equiv.,, SV E.1970ifEquiv.SVI ()

0-2 1,043 1,061 10,067 1.36 i 14,047 i 1.90 39.5
2-4 492 501 23,203 3.13 29,900 4.04 28.9
4 -6 159 162 37,629 1 5,08 46,660 6.30 24.0
6-8 1 53 54 56,434 1 7'62 69 370 9.36 22.9
8-10 35 36 68,029 9.18 1 80,861 11M.91 18.9

10 and more 136 138 1204:235 1 27.56 J
2 0 4

9
55 8  .27.61-11 0,2

1,918 1,952 *31,828 4,29 *37,054 5.00 [_16.4

*Weighted average

Table 40

Total consumption by income strata in 1970-1971. (In millions of
Escudos, 1970)

Strata of average 1970 1971 1970 1 1971
family income (SV)Consumption Total Consumption TotalSavings(+) 1 Savings(I

(millions) (A) (millions) (70 Debt (-) Debt (-)

, (i)Savings (%) Savings
Income Incomel

0-2 17,115 26,7 21,618 29.2 - 63.0 - 45.0
2-4 149727 23.0 17,786 24.11-29.0 - 18.7
4-6 6,725 10.5 7 941 10.71- 12.4 5.1
6-8 3,395 5.3 3,937 5.3 - 13.5 - 5,1

8-10 j 29702 4.2 3,030 4.11-13.5 - 4.1
10 and more 19,367 30.3 19,644. 26.61+ 30.3 + 30,6

Total 64,031 100.0 73,956 100.0- -47 - 2.2

Table 41

Total average family consumption in 1970-1971. (In Escudos of 1970)

Strata of average Number of homes ..: 1970 1971,
family income (thousands) Average consump P

(SV) 1970 1971 per family tion per family on
_ E0of 1970 Equiv.SV}E9of 1970 Eq.SV Variatio0- l, 0-43 1, 061 j 16,4-0-9 12.. (20,i3"75 . 75... - 24----2---

2-4 • i492 501 '299932 4.04 35 501 1 4.73 13.6
4-6 i159 162 !429295 5.71 149 020 j 6.]62 15..9
6-8 53 54 64,052 8.65 729907 9.84 12.6
8-10 1 35 36 f739213 10.42 1849162 111 36 9.0

10 and more 1 136 138 1142,351 19.21 ~142 00

* Weighted average
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B. THE NEW PATTERN OF CONSUUPTION.

Tables 42, 43, 44, and 45 show the changes that probably took place in
the pattern of consumption as a result of the redistribution of income.
There are two variables involved in carrying out the projection of the new
pattern of consumption: the tendency towards consumption of the families ac-
cording to their level of income, and the increase in spending carried out
by these families on the average. In fact we are dealing with a "potential
consumption" whose measurement should be managed within certain limits of
error, which unfortunately could not be calculated. Therefore we are not
dealing with final results whose exactitude is indisputable, but rather with
orders of magnitude around which it would be reasonable to determine a more
realistic policy with regard to the consumption of foods.

The enumeration of each one of the results obtained would be very lengthy.
In addition it would be impossible at this time to carry out a comparison with
the highest income stratum since it was assumed that the consumption of this
stratum would remain constant, as its elasticity of spending on foods was
considered equal to 0. (See Tables 42, 43, 44, and 45.)

What we are interested in analyzing in the present chapter are some or
the important results, or in other words, the impact caused by the change in
the pattern of consumption.

From the point of view of the available supply, the modification in the
pattern of consumption has demanded an impressive additional effort, which is
even greater if one takes into account the traditionally modest growth of
agricultural production. Taking into account the available supply of each
one of the goods that are shown in Table 46 (rice, wheat, beef and chicken,
olive oil, potatoes. and sugar), we will be able to observe not only the in-
crease that is represented, but also the direction of the change.

As we will see, the lowest rate corresponds to sugar, due to the fact
that we took into account the direct supply as well as the industrial, which
in this case represents an important proportion. In all the other cases we
would have to subtract the amount for consumption outside the home, which
varies according to the product. It does not involve as great a magnitude
as in the case of sugar, but nevertheless it would slightly increase the per-
centages presented in Table 46, so that the situation would be even more
complicated from the point of view of the supply.

As we will see later, the tendency towards an increase in-consumption oc-
curs in the meat products, which are chicken and beef. In the first case
the increase in consumption represented 17.3 percent of the total available
supply of the year 1970, followed by the consumption of beef with 14.8 per-
cent of the total. The rest of the products selected also presented an
important jump, particularly rice and olive oil. In these cases the increase
in consumption represented 13.1 percent and 12.0 percent, respectively, of
the total available supply of 1970.

The way in which a balance was achieved between supply and demand will
be explained in the appropriate chapter. For the moment what we have tried
to show is the impact that the policy of redistribution of income has had on
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consumption. The selection of goods made for this purpose is not arbitrary.

In the first place, they are the most important as far as increases are con-
cerned; and in the second place they are precisely those foods that have

presented critical situations in recent years, from the point of view of
supplyq

In order to present a more integral view of the phenomenon being dis-

cussed, we present Tables 47, 48, 49, 50, 51, 52, 53, and 54, which show

the consumption of calories and proteins per person, originating from the

consumption of different products and groups of products. Tables 55 and 56

sum up the total consumption of calories and protein arising from the con-

sumption of the different types fo foods.

Table 42

Cereals and Legumes: Annual consumption per family in each income
stratum. (In units)

Income strata (SV) 0-2 2-4 4-6 6-8 8 & more Weighted average

1. Rice (kg) 56.3 63.5 86,8 69.1 68.9 62.2

2. Wheat (its derivatives)
- Unbleached flour(kg)28.9 39.0 42.6 35.4 63.5 3509

- Cake flour (kg) 0.6 2.4 3.2 3.6 9.3 211
- Pastas (package) 102.9 117.4 111.9 103.7121.2 109.0

- Ccmmon bread (kg) 245.1 271.9 181.2 133.0 112.3 231.7

- Special bread (kg) 244.6 330.4 367.1 406.2 478.8 302.1
3. Chickpeas (kg) 1.27 2.13 1.80 1.35 2.26 1.62
4. Lentils (kg) 5.1 5.6 3.9 3.4 4.5 510
5o Dried beans (kg) 27o2 30.4 21o6 18.5 24.2 27.3

Table 43
Meats, Fish, and Seafood: Annual consumption per family in each income

stratum. (In units)

Income strata (SV) 0-2 2-4 4-6 6-8 8 & more Weighted average

6. Beef (kg)
- Boneless meat 31.4 63.7 104.9 154.0 190.3 63.7
- Stew meat 22.8 30.1 27.9 27.8 26.3: 25.5

- Soup bone & shanks 4.8 6.9 10.2 15.0 34.5 8.7

- Lard 1.5 2.1 2.7 0.7 0.8 1.7

7, Lamb (kg)
- Stew meat 3.7 4.3 3.6 2.8 4.2 3.9

- Chops 0,5 -1.3 1.9 2.4 4.3 1.2

- Sirloin 1.3 1.7 2o0 2,6 4.0 1.7

8. Pork (kg)
- stew meat 0.9 1.0 1.3 1.2 2.0 1o1

- Chops •0.9 1.3 3.6 5.8 6.1 1.9
- Rib roast 0.4 1.3 1.7 16 3.1 1.0

9° Poultry (chicken)(kg) 18.4 3.6.6 47.2 56.6 74.8 31.6

10. Fish (kg)
- Congor eel -- 1.1 2.9 4.5 14.0 1.9

- Hake 15.4 16.0 14.9 16.8 29.7 16.8
11. Shell fish (kg)

- Clams 4.0 4.9 7,5 15.3 30.3 7.2
- Mussels 2.2 3.5 5.6 9.5 12.3 3.9
- Abalone (ea.) 0.4 1.4 5.3 15.1 29.°4 4.1 __i__
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Table 44

Dairy Products, Oils and Fat Products) Eggs: Annual consumption per
family in each income stratum. (In units)

Income strata (SV) 0-2 2-4 4-6 6-8 8 & more Weighted average
12-9 Milk

- Liquid (liters) 131.2 215.5 278.0 353.9 478.3 202.3
- Powdered (jar) 13.0 19.4 25.1 35.1 39.0 18.5
- Condensed (jar) 13.4 22.1 27.5 32.9 39,0 19.6

13. Butter (kg) 10.2 14.6 15.9 17.2 20.3 12.9
14. Margarine (kg) 0.07 0,27 0o30 0,26 0.47 o 0.18
15. Eggs (ea.) 337.3 443.3 598.2 704.8 631.0 422.8
16. Cooking oil (liters) 48.3 59.4 74,3 79.3 88.9 57.8

Table 45
Various products: Annual consumption per family in each income

stratum. (In units)

Income strata (SV) 0-2 2-4 4-6 6-8 8 & more Weighted average

17. Onions (kg) 65.5 63.8 58.1 47.2 41.5 61.8
18. Potatoes (kg) 252.3 295.8 317.4 278.6 311.0 274.9
19. Sugar (kg) 108.5 128.4 130o4 121o7 133.2 118,0
20. Bananas (kg) 22.3 34.3 46o9 65,6 74.6 33.3
21. Coffee (jar) 8.9 15.7 19.4 22.1 25.4 13.4
22. Tomato sauce (jar) 50.3 60.6 56.2 55.5 79.5 56.2
23. Tea

- Bags (box) 37.4 44.6 47.1 43.8 51.0 41.5
- Loose (kg) 8.2 9.8 10.3 9.7 11.8 9.2

24. Salt (package) 24,7 26.7 26.8 24.1 21.2 25.1
25. Beer

- Ale (bottles) 7.5 8.2 8.7 9.3 7.1 7.8
- Beer (bottles) 15.2 21.5 16.8 24.2 32.4 18.7

Table 46

Impact of the increase in consumption on the available supply of 1970.

Available supply Increase in con- Percentage in re-
1970 sumption 1970-71 lation to avail'

(thousands tons) (thousands tons) able supply

Rice 74.0 9.7 13,1
Wheat 1,339.9 115.8 8,6
Beef 193.1 28.7 14.8
Chicken 62.2 10.8 17.3
Cooking oil 71. o2 8.6 12.0
Potatoes 463.7 31.7 6.8
Sugar 1 279.8 14.1 5.0

lIncludes both direct and industrial supply



Table 47

Consumption of calories per person. (Calories per day)

Income Strata (SV) 0-2 2-4 4-6 6-8 8 & + Wtd.aver.

I. 'Rice 108.5 122.4 167.3 133.2 132.7 119.8
2. Wheat 858.3 1 045o2 971,1 937.7 1;090.0 933.2
3. Chickpeas 2.3 3.8 3.2 2.5 4.1 3.0
4. Lentils 10.4 11.5 8.1 7o0 9.3 10.4
5. Dried beans 51.2 56.1 40.0 34.2 45.0 50.4

1,030o7 1,239,0 1,189.7 1114.6 i128101 1,116.8

Table 48

Consumption of protein per person. (Grams of protein per day)
Income Strata -(SV).-0-2..20M4 4-6 6-8 8 & + Wtd~aver.

1. Rice 1,93 2.18 2.98 2.37 2.36 2.13
2. Wheat 20.89 25.67 23.85 23.03 26.73 23.41
3. Chickpeas 0.o 12 0.20 0.17 0.13 0.22 0 .15
4o Lentils 0.65 0.71 0.50 0.43 0.50 0.64
5. Dried beans 3.06 3.36 2.39 2,04 2,67 302

26.65 32.12 29.89 28.00 32.48 28.90

Table 49

Consumption of protein. per person. (Grams of protein per day)

Income Strata (SV) 0-2 2-4 4-6 6-8 8&+ Wtd. aver.

6. Beef 4.47 8.13 11.99 16.70 21.50 7.93
7, Lamb 0.27 0.37 0,40 0.42 0.69 0.35
8. Pork 0.07 0.15 0.25 0.33 0.42 0.14
9. Chicken 1.06 2.12 2.73 3.28 4.33 1.83
10. Fish 0.99 1.08 0.44 1.33 2.68 1.19
11. Shellfish 0.18 0.26 1.12 0.90 1.56 0.38

7.94 12oll 16,93 22.96 31.18 11.82

Table 50

Consumption of calories per person. (Calories per day)

Income Strata (SV. 0-2 2-4 4-6 6-8 8 & + Wtd.avero

6. Beef 34.6 59.8 86.5 108.3 13900 56.9
7. Lamb 4.1 5.4 5,6 5.8 9.3 5,1
8. Pork 1.5 3,0 4.7 5.6 8.1 2.8
9o Chicken 5.3 10.6 13.6 16.4 21.6 9.1
10. Fish 4.5 4,9 5°0 5.6 12.0 5.3
11. Shellfish 0.9 1o4 2,2 4.4 7.6 2°0

50.9 85.1 117.6 146.1 197.6 81.2
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Table 51

Consumption of calories per person.

Income Strata (SV)

12. Milk
13. Butter
14. Margarine
15. Eggs
16. Cooking oil

0-2

65.2
40.0
0.3

13.5
229.5
348,5

Consumption of proteini per

Income Strata (SV) 0-2

12o Milk 3.53
13. Butter -0.03
14. Margarine
15. Eggs 1.27
16. Cooking oil --

4.83

2-4

104. 7
57.3
1.0

17.8
282.1
462,9

Table 52

person.

2-4

5.65
0.04

1.66

7,35

(Calories per day)

4-6

134.6
62.5
1. 1

24.1
352.5
574.8

(Grams

4-6

7.28
0.05

2.24

9.57

6-8

169.1
67.6
1o0

28.4
3764
642.1

8 & + Wtd.aver.

220.8 98.0
79,7 50.6
1.8 0,7

25.4 17.0
422.1 274°5
749.8 440.8

of protein per day)

6-8 8&+

9.20 12.05

0,05 0.06

2.64 2.37

11.89 14-.48

Wtd.aver.

5.31
0.04

158

6,93

Table 53

Consumption of calories per person. (Calories per day)

Income Strata (SV) 0-2 2-4 4-6 6-8 8 & + Wtd.aver.

17. Onions 7.9 7,7 7.0 5o7 4.9 7,5
18. Potatoes 72.6 85.1 91o3 80.1 88.5 79o1
19. Sugar 223.6 264.8 268.8 250.9 274.6 243.3
20. Bananas 7.1 11.0 15.1 21.0 23.9 10.7

311,2 368.6 382.2 357.7 391.9 340.6

Table 54

Consumption of protein. per person. (Grams of protein per day)

Income Strata (SV). 0-2 2-4 4-6 6-8 8 & + Wtdaver.

17. Onions 0.24 0.23 0.21 0.17 0.15 0.23
18. Potatoes 3.38 3097 4.26 3.74 4.17 3.69
19. Sugar .............

20, Bananas 0.10 0.14 0.20 0.28 0.32 0.14

3.72 4.34 4.67 4.19 4.64 4.06
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Table 55

Consumption of calories per person, (Calories per day)

Income Strata (SV) 0-2 2-4 4-6 6-8 8 & + Wtdaver.

Cereals and Legumes 1,030.7 1.239.0 I1189o7 1, 14,6 1,281o1 1,116.8
Meat, Fish and Seafood 50.9 85.1 117.6 146.1 19706 8162
Dairy Products, Oil,Eggs 348.5 462.9 574.8 642ol 749.8 440.8
Onions ,Potatoes, Sugar

Bananas 311.2 268.6 382.2 357.7 391.9 340.6
Various Products 5.7 19.4 19.7 21.5 24.6 17.6

19747o0 2,175.0 2,284.0 2.282.0 2,645.0 19997.0

Table 56

Consumption of protein per person. (Grams of protein per day)

Income Strata (SV) 0-2 2-4 4-6 6-8 8 & + Wtd.aver.

Cereals and Legumes 26.65 32.12 29.89 28.00 32.48 28.90
Meat, Fish and Seafood 7.04 12.11 16.93 22.96 31.18 11.82
Dairy Products,OilEggs 4 .83 7.35 9.57 11.89 14.48 6.93
Onions ,Potatoes Sugar

Bananas 3.72 4.34 4.67 4.19 4.64 4,06
Various Products 0.56 0.68 0.64 0.76 1.02 0.59

42.80 56.60 61.70 67.80 83.80 52.30

Table 57

Increase in the contribution of calories due to greater consumption.
(In percentages)

Income Strata (SV) 0-2 2-4 4-6 6-8 Weighted average

Cereals and Legumes 10.0 3,3 5.9 3.1 5.9
Meat, Fish and Seafood 16.7 26.8 15.0 6.1 16.1
Dairy ProductsOilEggs 12.9 7.1 9.4 2.8 3.9
Onions ,Potatoes,Sugar

Bananas 7.4 3.3 05 1.7 10.5
9.6 4,8 6.2 3.0 6.7

Table 58

Increase in the contribution of protein due to greater consumption.

(In percentages)

Income Strata (SV) 0-2 2qv4 4-6 6-8 Weighted average_

Cereals and Legumes 8,4 3.0 4.4 3.3 5.5
Meat, Fish and Seafood 20.9 24.8 17.8 6.7 16.9
Dairy Products, Oil ,Eggs 14. 7 19o~ 11.i6 4.1I 12. 3
Onions , Potatoes, Sugar,

Bananas 4. 4 8. 5 2o 1 71i 5. 7
10.8 9.4 3.4 4°4 8.9
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In order to analyze in a unified way this group of tables that are only
mentioned in the text, we have put together Tables 57 and 58, which show the
increase in the consumption of calories and proteins that each income stratum
has experienced.

It is apparent that the improvement has been general, since it has
favored all the income strata. In addition, when the phenomenon is analyzed
from the point of view of spending, we will see that spending is increased in
real terms, without practical variation in the proportion between total spend-
ing and spending on foods, which would mean that they ate more and at the
same time disposed of the same margin of income as they had previously to de-
fray other expenses. This margin also increased in terms of their purchasing
power (see the chapter on the redistribution of income).

In order to get a unified view of the variations in consumption, we
have calculated the increase for each group of products, For this purpose
the quantities of each individual beading will be expressed in terms of ca-
lories and proteins, since it turned out to be a homogeneous unit and was
therefore easily summarized. The conversion of consumption in terms of ca-
lories and proteins, besides giving an idea of the magnitude and direction
of the change, also measures the qualitative variation in the consumption of
foods. This fact becomes apparent in the calculation of the consumption of
proteins, which is where we see reflected the magnitude of the change in the
consumption of goods such as meats, dairy products, and oils.

On the average, the increase in consumption has signified an additional
caloric contribution of 6.7 percent, while for proteins the increase was 8.9
percent.

These increases manifest thenselves in all the income strata. That is,
there was greater consumption of goods high in protein value. However, we
should not lose sight of the protein contribution of those goods whose nature
is rather to produce calories, as in the case of the cereals. With this fact
in mind we wish to point out the importance of the consumption of cereals
and legumes, as contributors of protein, particularly in the lower income
groups, where their relative importance is significant. (63.6 percent in
1968-69 and 62.3 percent in 1971.)

The increase in calories as well as in proteins was greatest in the
stratum of lowest disposable income. However) it is interesting to note
the difference in the rates of increase in the next-highest stratum, since
the consumption of calories increased by 4.8 percent, while that of proteins
increased by 9.4 percent. This was especially due to the consumption of beef
(boneless meat) which increased by 40 percent in this stratum, and to the con-
sumption of chicken) which increased by 25 percent.

The consumption of meat in the other strata was also important, especial-
ly in the stratum of 0-2 sueldos vitales, and in that of 4-6, in which the
rates of increase were 27 and 28%, respectively. In the consumption of chicken,
the increase in the stratum of 4 to 6 sueldos vitales was not large, reaching
only 8 percent; on the other hand, in the next-lowest stratum this increase
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10was 38 percent. On the average the consumption of meat (boneless) increasedby 20 percent and that of chicken by 19.2 percent.

T he consumption of cereals and legumes increased in all cases, especial-
ly for the families of low income, who by this means increased their caloric
and protein contribution by 10.0 percent and 8.4 percent, respectively. These
percentages, which are highest under this heading, show that these products
are important in popular consumption and that the level of consumption they
have reached is far from the saturation point. In spite of the increases in-
dicated, the low income families consume 489.7 kilos of bread per family each
year, in contrast to the families of higher income, who consume 591-1 kilos per
family in a year.

The increases that are observed in each case could lead us to make ex-
tensive comments, and therefore we consider it much more useful for the reader
to make a careful study of the information presented.

We must continue to insist on the fact that the major part of the popula-
tion is still deficient in calories, and only the lowest income stratum is
deficient in protein. The impact of the redistribution of income effectively
cut the extent of the deficit in this area, but this stratum still finds it-
self very poorly off as far as calories are concerned, in spite of the absolute
increase that occurred.

Table 59

Income stratalVariation in calorie consump- Variation in protein consumption
(SV) Jtion per person (calories/day)lper person (grams of protein/day) !

1968/69 1971 Variation. 1968/69 1971 Variatio0

0-2 112593.0 1,747.0 154 38.60 42.30 4.2
2-4 12,074.0 2,175.0 101 51.70 56.60 4.9

4-6 .2,149.0 2,284.0 135 56.90 61,70 4.8
6-8 12,214.0 2,282.0 63 64.90 67.80 2.9

Weighted aver.l ,871.0 1,997.0 126 48.00 52.30 4.3

Recommended: 2,390.0 calories; 46.0 grams (UPN=60) of protein.

In this consideration one has to take into accout what was indicated in
the previous chapter, in the sense that it would be necessary to add the con-
tribution of calories and proteins made by the consumption of greens and fruits.

1 0This refers to all those cuts that have no bone, such as roasts, loin,

fillet, etc. The other would be stew meat, shank, soup bone.



Under these conditions it is possible that, beginning with the stratum
of 2-4 sueldos vitales, the recommended levels are reached. In no case
would this be valid for the lowest income stratum, which reached a level of
consumption per person of 1,747 calories per day. If we add to that a max-
imum of 10 percent contributed by the consumption of greens and fruits, the

consumption of calories would be on the order of 1,912.7 calories per day,
that is, 80 percent of the recommended level. On the other hand, where the
consumption of proteins is concerned, without taking into account the con-
tribution of greens and fruits, we have an average level that represents 93
percent of the recommended level.

C. VARIATION IN REAL SPENDING ON ESSENTIAL NUTRITIONAL GOODS BETWEEN
1970 AND 1971.

The spending of the families was calculated according to their income
stratum, taking into account the quantities demanded in the period 1968-69-
70, according to the Poll of Family Budgets, and then the quantities demand-
ed as they were projected for 1971 through the elasticities of spending, tak-
ing into account the redistribution of income that took place during that
period. These quantities demanded by the average family for the different
income strata were valued at the average prices of the year 1970, in order
to detc.".mine the increase in real spending, or in other words, to determine
how much the consumption of the families actually increased between 1970 and
1971 with the redistribution of income.

The results obtained were the following °

Income strata (SV) Demand 1970 Demand 1971 Variation
(at average prices of 1970)

0-2 4,560.09 5,140o88 12.7
2-4 6,381.64 7,192.27 12.7
4-6 7,844.27 8,590.29 9.5
6-8 I 9,327.59 9,856977 5.7
8 and more 12,293.02 12,293.02

x 6,093.07 6,72.3-.53 10.3

lIt was hypothetically assumed that in real terms the families of the
highest income stratum of 8 and more sueldos vitales did not increase their
spending on essential foods, because it was considered that their elasticity
of spending was equal to 0

The above Table shows that the policy of redistribution of income result-
ed in the lowest income families increasing their real spending on essential
foods by 12.7 percent. This fact is also valid for the other income strata.,
which, with the exception of the family stratum of 2-4 sueldos vitales which
grew at the same rate as the family group already mentioned, increased their
consumption by 9°5 and 5.7 percent (income strata of 4 to 6 and of 6 to 8
sueldos vitales).
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We should point out that on the average the real spending on essential

foods increased by 10.3 percent. This large increase in demand may explain
to some extent the beginning of the problems of supply which become apparent

starting in 1972. Further explanation lies in the monopolizing and specula-
tion that exist in various products. Also, the poor conditions in the market
place provoked by the low domestic production of some products has contribut-
ed to a deepening of the problem. Of course the attempt has been made to
lessen this distortion with imports; but in spite of this, it has not been
possible to regulate the market through the normal functioning of the tradi-

tional mechanisms of distribution.

The effect of the distribution of income is apparent when we note that,
in spite of the real increase in consumption that took place, the proportion
of spending on essential foods in relation to disposable income and total
spending diminished in relative terms. Consequently, this fact explains the

increase in consumer pressure with respect to other goods, for which the

elasticity of spending is certainly much greater.

Hence the disappearance of stocks of goods of industrial consumption,
which were the basis on which the financiers who sold this type of goods
were functioning.

As we can see in the following Table, the proportion of spending in rela-

tion to disposable income diminished in the lowest income stratum from 45.3
percent to 36.6 percent, and in relation to total spending from 27.8 percent
to 25.2 percent. In the remaining income strata the decrease is not so
spectacular as in the first case, but is important nevertheless.

Table 60

Income strata jelation between spending on !.Relation between spending on

(SV) lessential foods and disposablel essential foods and total spend-

income. (In Escudos of 1970) ing. (In Escudos of 1970)

19_0_____1971___19701971970 (%) 1971 (i)

0-2 45.3 36.6 i27,8 25.2

2-4 27.5 24.1 21.3 20.3
4-06 20,8 18.4 18.5- 17.5
6-8 16.5 14.2 14.6 13.5

8 & more 7.0 6.9 9.5,9A

Weighted averag. 19.1 18.1 18.2 17.7


