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Reçent prapoeaLs to åmprove the level ef .Living by

åneome eupplennents neeeesitated a diEer¡ssion af the impaet

of en inco¡ne íncreaee on the Level of lívinE. The Eoffi-

ponente of the.level of låving w6re aseertained by s revleto

of the låterature. A qua1itetive diselreeion of the ímpact

of ineome c¡n both the consumptíon and non-conaurnptíon

aspeets wn€¡ presented, Bata fro¡n a Burvsy sf houaehold

ínceme and expenditure fo¡ the Interlake Area ån t96B wertr

uEad to develop Bn analysia of the eonsumption response to

an incorne inerecee. The relatíon of houeehsld consurnptåon

expendituras by eategory tn theÍr respeetive cornponents øf

the level of lÍvíng wae diseuEeed.

It wse found that ineome provídae I positåve and

direct åmpact Fn enly a faw cowrpsnents of the Level of

låving, a poeltive but indårnct ímpaet on other componenta,

e negllgÊble ímpact for stilL other Êonnponents, end ín two

cases ân íncon¡e íneseaEe providee a negatåve irnpect on the



leve1 of living.

ïhus pubJ"ic policies r',rhich propsse to increæse the

l-ev=l of living by en íncome transfer must recognize that

nat all compunente Ëra equelly affeeted nor are aII

components necessarily affected.
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TI{APTTR I

INTRL]NUËÏ ITN

A) STATEF,TINT TF PROBLEM

In reeponse to a general Éoncern

livfng eondítl.ons or the level of Living

forms of Íncome supplement pr€rgrams have

flrst maJor propoeal of recent timee waa

tax propoeal by f'liJ.ton Frl.edrran"I Tobín
cand ethers- have studied the intråeacies

of incc¡me supplernente" The ultimete aím

far the actual

of people, varíous

bean proposed, ïhe

a neEative íncorne
2- 3, 4, brtsen, wÊltt8,

of various forms

of aLl income

tMíIton FrÅedman, teritali,rgm and F¡ee4qttì (f,hicagor
Unåvereity of f,hicago Prees, L962,, pp. 19U-196.

2J"r*" Tobin, Joeeph A. Peçhmen, and Peter f*i.
Plíeszkoweki, ttle a l\tegative Income Tax FractÍea}?ntt lht¡*_Yale
Law JFurnaLu Vol , -17, í{o. J. (Nove¡nber, tg67), pp. L-27 "

?"Christophær Green r tf Euaranteed Income PIane--l¡dhích
Bne ie BeEt?r*' IåÊggff;llg.E, January,/February, t968r FF o 4g-
53; Ehríetopher 6reen and Robert J. Lampmen, t'Schemes for
Transferríng Income to the Poor, tt @,Vol, 6, Non 2 (February, I"967), FÞ. t?L-l37.

4Harold fd. h/atts, "An Economie Defånåtion
rld.inq Povertvn êd. iJaniel F. Moynihan

Baeíc Books, t96B), pp. 3L6-329; Henold H. Wattsn
Prop Index¡ An Approech to the Ðetermination of
Poverty Inceme Thresholdsrtt

of Poverty, n

(New York¡oihe Iso-
Ðifferential
R tVc¡l. TT, No. I (ldinter, 1967), pp;-¡-f¡:

5Fo" a díscuesien of the cost of a guaranteed ennual
income in tanada, sÊe Ronald ld. f,rowley end llavíd A. Ðodge,

h
Universåty, L97A

( Kingston r Queen t *
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srlppLement pxogrtsms is te reåse the level of Livlng. There

hes been Lítt1e ettempt, however, ts define the eomponents

of the level of l-:ivång and even less sf an attempt to relnte

åncerne to each component, There le a need for a cËnÊldsratåon

Ef the camponenta of the level of living, not fsr the purpËse

of meesurlng the overall Level nf lívLng ntr for the purptre

of speeåfying a rninfrnum 1evel of livång, but fo¡r the Purpose

of íllustreting r,+hieh oomponents an income supplement iE

abLe to åncreâser An ineome supplement in fact represents

a decision ts increase specífic components Bf the leveJ- of

3"ivíng; an ínereese ín all the ccmp*nents of the leveJ" Ëf

living uuílL not, fn general, be f'eeLLåtated. In other wordst

a dåecussíon of en ineams supplement in the csntext of

eompanents o1o the level of IJ-vínE

will net tel-l u$ what ehsåcee to rnake Ín ånequelity-
reduction, but it can prevent us frorn complaceptty
åçnerlng the faet thst choåeee are belng made.B

Thíe proble¡n is importent on the [anadlan 6ÊErlE¡

The Speeiel Senate f,ommíttee on Poverty ís expeeted to

pf,opase a feasi.ble guaranteed annual ineo¡ne progrsm ts

alleviate low levels of 1ívlng (or poverty).T Parliament

is revåewing a whíte paper on welfare reforrn whielr ís

65, M. MÈILer et aI., "Feverty, Inequelity, and
ConflietrÈ ILe- ftnrlal.ç ef the.,ATne&LgaF Aca4Eryy of Pqliitieel
snd-legl*ql 5 leñ¿e, Vot" 373 (September, 1967)' pn 16.

7Th" forthcoming report of the Speciel Senate
tornmåttee aË Poverty, Honourable Ðevíd A. Crsll, Cheirman.
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cðncarnBd prårnar$.ly with inceme supplements.B In Manitoba,

the Premíer has announced that e trial guaranteed ennual

åncome progrãm wÍlÌ be Launehed, låkeLy within the 1971

calendar y**".9 The alm of theee incorne supplement progrêma

is to improve the actual tivíng csndLtíons (ttrat is, the

Level of }ivÍng) of the peopJ.e. Yet there hae been timi.ted

díscuseåon of the retationship of åncome to the Level of

}åvång. The important questíons êres

1) Ðaes sn increase in income elrvoys cause an

íncrease in the level of li"ving? If not, under what GCul-

dítions dses a desreaee ån the level af livång occur?

2) l,'lhíeh cornponentå nf the level of låvíng cannot

be affegted by E¡n ånÈ¡ease ín fncsme?

The first question ís lmportent becauee it is
essentåal to know the cagÞs whe¡e ãn íncreaee in income

does not facíIitate an i.ncreaee ín the level of J.åvíng.

The second question j"s important because Íf a component

that eannEt be altered by Íncome ie in fact the lírnåting

faetor in an índlvådualrE level of J.lving, then an inereese

in income eannot facilitate sn Íncrease ín the level of

J.íving.

Ineanne ean alter both noñ-consumptåon and Çofi-

H''John f'lunro, InEpme Securåty for f,an4díans {üttawa¡
flepartment of fVetíonaL Health and idelfare, 1970)"

95uu Fschreyer sutlines guaranteed annual income
teetr" @, Seturday¡ July 10, 1971.
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sumptåon Êspeeta of the LeveL of livÍng. A seeondary

consideratíon ån this thesis arieee from the fect that

eonsumptåon expenditures ars CIften taken to indicate (a

change ín) the leveL of J.lving. This study ehc¡wa that en

increase in income constj.tutes, in terms of the peltential

consumption it enablesr ë!n ånerease in the level of J-Íving.

However, usinE consumptåon expenditures te measure the

level sf 1ívlnE (or a ehange thereín) fs petently dåf,ferent.

[deverthelees, thfe has been reeornmended by 0rshan*ky.]n
ìlFodoluk-- has suEgested that tws households are at the s€me

Level of living when an equal. percentage of íncomç ís
expended Bn food, cl.othing, and shelter. There seems to

be a need for a discussÍon of the reletion of consumpti.on

expEndLture by category to its respeetfve cornponenta of
the level of låving"

eín91e

B) ÛBJ[[TTVE5 AfrII} COI\JTRIEUTIONg OT' sTUT]Y

Meaeurernent of the overalÌ level of living of a

household is vary dÍffícult for two reasonss

1) adequate quantitativa meÊsures for a}l of the

components of the level of IåvinE Ere not available¡varíaus

and

2l there is no eati.efactory method of aesigni.ng

ItMoll¿* 0r*hansky, ftHrv,r Poverty Ig F4easured, n

Monthlv Labour RevåEw, February, 1969, p. 4t.
IIJ*nny R. PodoIuk, IncoFe.s- qf- -gnadia¡e (0ttawa¡

Queents Prínter, 1968), p" 185.
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weights to the lndívåduel components in order to obta{n a

eomposíte åndex of the level of livíng.12

üue to these two ebstacLee, thís study does not attempt to

measure the overell level of living. The primery aårn ie to

discuee the impact of an inereaee Ín household ineome on

each component sf the leveI of living. Eoth consumptÍon

and non-consumptÍon aspects of thE level of living åre

çoneidered. The åmpact of an íncrease in houeehold incorne

Érn houeehold consunptíon expenditure ís anelyzed for the

Intærlake Area sf Þ1anítßba. In terrne of the consumption

espeetu the potentíe1 ånE¡ease in cansumptåon or savíng

¡uhich ßan arise from &n increaee ån åncanne constitutes an

insrease in the leve1 ef llvinE. Howeverr a meÊsured

inereasæ i.n eoneurnption does not necÉBsaríIy indicate an

Íncrease ín the level of lÍving.

Thus the opeeifíe objeetf.vea of thie study are¡

I) to diecuse the impact of an åncreasa fn Lncome

on eaoh component sf the level of living¡

2I to determÍne the ehange in houEehold aggreEate

consurnption and household consurnption expendítures by

categeiry due to &n Ínereaae in lncome fs¡ Interlake Area

houeeholds¡ and

3 ) to díscuee the ånedequaciea of rneasuring a

change i.n the Level of living in terrne of eoneurnptåen

t7--Inter-household eomparåsonE ere subjeet to the
same obstaeles.



expenditures.

It ls hoped thet this str.rdy vsi"I1 contribute to
publåc ptlícy díscussåone eeincernång aLternatíve prtgrams

for raisÉ.ng the general leveL (or certein specífåc com-

ponents) of the level of lívíng. This study discussee the

nature of tþ¡e irnpact on aach eornponent of the level of

livíng that wouLd arise from an increase in incame, An

åncrease ín lneone enablee a direct åncreese ån BomB totfi-

ponente, an indÍrect ínereese Ín other cornponentB¡ and a

neglågåble åmpaet on stiII ether cornpenents. There aræ el

few eêÌ6€rs where an íncome åncrease provådes a negetåve

ímpact 6n the level of låvÍng.

Furtherrnore, this study ehowo the level of ht¡use-

hold åncorne necessary to reisa eoneurn¡:tÍon ín specifåe

categories to ê¡ given lævel. Using housíng es ån example,

the tota} cost eif a progrêm (such ers tr guaranteed annuel

incorne! whlch raLses the consumption expendlture ûn housing

by reisíng income can thus be estimated. Thi.s study there-

fore wlll provide ane method of en overalL evaluetion

procêEs to determÍne relative costs of pravidång fnc¡eased

housing consumption by alternatíve prðgrarns¡ incJ.udíng for

example, public houeing Br rent subeídies.

T } TUTLThIE CIF STUDY

A revlew of the Iíterature kreÊ undertsken to

díseover vetieus approachee für coneidering the level of

Iívíng. Thi.e review .i.s presented ín Chapter II. Three
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alternstive approaches for the eonsíderation of the level

of líving !{ere chosen aa the baaÍs of the dåseuseion"

These approaehes are presented in the fårst eeetåon of

thapter III. The seeond and third seetions of Chapter III

develop the theoretfeal framework of the consunption

functåon and the ËngeI Ëurvet. The eansumpti.on function

depicta the relationship between aggregate household eon-

surnption expendíturea end household åncorne. The fngel

çurve explains the reletionahip between categories af

coneurnption expenditure and €ggregate coneumption expën-

dåture.13 Thue, the consumption function shsws the íncreese

in tot,al coneumptS.on due to f,n lneraase in income and the

Engel curve reveels the chanEe ln coneumptåon by eateEory

due to ån ÍncreaeÉ ín totaL consumptiÉn.

In genenelr ân incresae ín i.ncome eân alter both

the consurnptian qspecta of the level of lÍvÍng end the nEn-

conaumptíon aepeetsr Êuch aE etatus and aecuríty. A

qualítatíve díecuEelon of both aBpBEts ie preeented ín

Chapter IV.

In Chapter V thE consumption expendåture and ineome

data for the Interlake Area stre described and the defínítLons

of íncorne and the coneumption categoríee are presented.

13*. ,--Thic study fal.lowed Preíe and Houthakl<er ín
adopti,ng totel expenditure rather than Íncome as the ånde-
pendent varíab1a ín the f,ngel function. 5ee 5. J. PraiE
and H. 5, Houthakker' fF
(tanrbridge¡ f,embrldge University Freesr 1955



I
f4ultiple regnessíon eetirnates of the paremeters of the ÊBñ-

sunrption functi.ons and the Engel EurvËB are presented and

díscussed Ín Ehepter VI. Ëhapter VII givee a quantåtatLve

analysis of thE consumption aspect and relates expenditure

ín each category to íts respectåve component. The remaining

chapters enumerËte the límÍtationeo ånnpJ.ícetisnE¡ and

conelueions of the study.



CI"IAFTER I I

RËViEW I]F LTTËRATURE

Eefore revíewíng the l-lteratu¡e on the level of

livíng, the coneept of the level of Iåvíng rnust be defined,

Throughout thie etudy¡ the term rrlevol of lívingtr rafers to
nthe sctual låving conditions of a people.ttl ThiE term åe

ueed wlth the aírn of díatånguåehíng between the aetual

livíng eondi"tíonE and frthe aspiratisne ûr expectatl.ons of

a people, . . . the living conditione whieh thay oeek to

attaín or regaín sr whåch they regard aa fåtting end proper

for themselvee to enjoyr"2 t*hlch i.e often the meanång

aecråbed to the term üstandard of livångn.3

Since the:le ie no ]íterature known to thi.e Euthor

specifíea11y relatång l"ncoyae to the verious camponents of

the lsvel of livÍng, the revíew of the literatu¡e is

limited to¡

1) a review of vE¡ious approacheæ for canEidering

the .Ievel of Iíving¡ and

1

'uníted Nations o

en{. Meesurernent of 5tên_dardq and- Levale-oî Li-vina
Unåted Natíone, 1954i, pr 2"

2lbid., p" z"
3Thu ceneept of level of living also muet not be

csnfused wíth the tenrn ncost of lívångff " [ost of J-ívång
refers only to the coet of purchasing e given quantity (and
quality) of Eoods"

York ¡
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2t a revieb, of the LÍtereture reJ-ating to ettempts

to meaaure the Level of låving.

Three approaches which provlded ên encornpassing

description of the }evel of livång h/ere seleeted for the

basis sf the dLscussion" These approachee are diecuesed

fully ín thepter III and the ímpaet of an increase ín

inccme on eech approach ls considered in Ëhapter IV.

A) CL]I\I{.IFTs üF LEVËL üF LIVTNG

ïn 1949 the International Labour ürganieatien Etated

thet one of the main purposes of the etudy of famåly living
condLtione ås to provåde tf &Ê ful"l ínforrnatåon as¡ possf.ble

wåth regard to Jevels and etandards af J-ívång, i.neJ"crding

data permltting the ane).ysie of Íncorne, sxpenditure, and

savinge in relation to them. {4 It wtss steted that ín

addltfon to date on íncorne, expenditure, and savíngs,

information on trhealth, nature of 1ívíng eceornmeidation and

amenitíee . . . and quantities of food consurned (as a baeÍü

for dletary and nutrítlonal studies)'r5 should be colleeted.

The United NatLoner Report6 rontained the argument

that the satisfact{on of all types of needs and wante

4Internatíanal LEbour ürganåretion, Metþode of
Familv -Llvi"nq -9tudies (Geneve¡ Internetional Labour
ürEanizatisn, I"949)n p. 7.

5Ibid., p. 50,
Ã,"UnÍted Natione, oÞ. cít.
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Ehould be íncluded ån the eoncept of level of living" Thua

an asaessment of physieal well-being end non-¡nateríal

factors h,as treeommended. It vdgs suggeeted that the level
of Iåvíng be consídered in terrne ef z

a) health, includíng demographic eonditione;
b) food and nutritíon;
e) edueation, fneluding literacy and skítls¡
d
e
f
g
h
f.
j

condít j-ons of wsrk;
employment sítuatíon;
aggregete cËnsumptåon and sevíng;
traneportation ¡
housíng, includfng heueeheld facilÍtiee;
clothfng ¡
recrËatÍon and enterteinrnent;

k) socÍal securÍty¿ and
1) humen freedoms. f

Thåe epproach is adopted and discussed fulJ-y in thepter IIl.
ln 1.961 the InternationaL Lebour trganåzetionB

published a eo.Llection of farnily líving studies from

various countråes. The majarity of the studies investígated

only íncorne and expendítura patterns. A few studiee eõÍlc@n-

trated 8n sptscif¿c aspects of the level of livíng such €E

houeång, nutrítåon, employment statua and heaLth.

Another approach for considering the actuaL living
condítíons of people !{E¡6 advanced by i-lugo E. PipplnE. fn

híe book Stsndard of Lívínqe The toncent and lts Place in
cl

.[.çqqg$Åggr' Fi.pping developed two arEumente. The first ldÊs

'l
' Ibid. , p.?6.

R" Internatiana.l. Labour [3rganåzatíon, -Lernllv_!å]¿¿ng5.tudi.e_s (Ëenevar Internetíonal. Labour ürganízatíon, Lt61).
q
'1"{ugo f . PíppÍng, Standa{d of LÍvinq ¡ The toncept

and its Pl,ace in Econoriìics (Heleingfors, Finlandr Univer-
sLty of Helslngforer L953).
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that the level of livíng esn be the lånk between lmmeaeurable

wants and observed leveLe of consumer demand. Secondly,

Píppíng argued that the level of cansumption åe e narrowet

concept than the level of líving. He viewed the level of

Lívíng in terms of:

1) the family;

2) Ieísure and workíng-¡1*ut

3) consumptåon¡ and

4) savångc

PÍppingtø approaeh ís also adopted and discuesed ín thap-

ter ïII"

In €rn prticle by s. [4. Mi].Ler et rl. rl8 the level

CIf livi"ng was discussed Ln terms of :

i- ) income i

? j assets, inclr.rding concumer durablee;

3) baeic services¡

4l socLal nnobility and educationi

5 ) polltícal posJ.tLon; and

6) statue and satisfectíon.

f,låLlerf s appreach Ís the third approach which ås dåscueaed

in Chapter III.

Lorlmer and Fhillipsoll ín their rtudy of E down-

10g. f4. f4Íller et El . o *Pove:rty, Inequali.ty , and
f,onflict"'t The Annals r¡f the Ame¡ican Academv of Political
and s-o.c+at

1trJ"**u Lorå¡r¡er and Myf anwy Phillåps, i.{clrkinç
PFqple (Tsronto¡ JaRes Lewås and SamueI, 1"970).
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tswn city neighbourhood, ccnsíder the level ef livÍng of the

people in terms of their family and sseíaL Iåfe, theår

economic life, flnd their politíeal 1ífe.

Thæ conuept of level sf låving ín eeonomic theory

ís c6nsideræd in terms of happínesË err utílity. Three

fundamenteL axiorne of pure eçonomåc theory are that each

cnnsume¡ has a preference functåonn that eaeh Eonsumer çan

gåve a preferentå41 ranking of altarnatíve eonsumptS-on

expenditure deelsíons, and that a greater consumptåon expen-

diture ås always preferred to a emalles on*'12 That ie, an

åncrease in consumption expenditure índícates sn åncrease

i.n happånesB ãr utility"

Ë) MEASUIIg}48¡JT TF LIVEL ËIF LTVÏNË

C. A. Mu*u"13 ettempted sn aqgregate analysås of

the level ef livíng {n Jawaice' Howeve?, due to a l"aek tf

date, he was Llmited tu ên analyeåe of four espectst

educetionn nutrltåon, health, and houslng.

Eert¡andl4 eeti.rnated the trend in the level öf

Il.ving of Ameri.can farm famílies f¡om an analysis of

12c. c, Fergusonr @ {Homeu¡ood¡
Irwin, L966l-, pp. 13-14.

13t. A. $4oser, The f"iEasgqeqrent qf LeYE¡s Éf Liv+n,g
w{!tr Seecíal Ref erence to Jê ( London ¡ Her i'la j esty f a
Statirnery tf f ice r 1"957 ) .

14AI,rín L. Bertrand, Trends.and Pett-e€Fs in Levelg
of Låvín.q of Fslrm Ferr.í.tìLeq-in thE U.5.4. (Weshlngtonr
Uni{e¿ States Department of Agriculture, Informatåon
Eulletin fi10. I8t ' 1958 ) .
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tíme-serles data on the posseseíon of electrieity' tel"e-

phanøa, automobítes, running waterr refliEeratorg, tele-

våsåon sets, and home freeuers.

In I study by Cowles, Síek, and Myu"*rl5 the level

af lívång w€s defined ån terms of lncome and cansumptåon

expenditure. The change in tha level of living þdas analyzed

ín terms of expendíture ín the fe¡l1-owLng categerríes¡ feod,

housing, cl.othingn recreation, personal eare, medåcal earet

chr¡rch charity, echool end nr.l.seellaneous, personel gífts,

house operatieinn lJ.fe insuraneê and savångsn and hsusehol,d

equlpment" lt h/E¡s assurnêd årnpJ.icåtJ.y' in thie study ãs

well as in the other studåne revåewed, that 8n increase in

rneaeured coneumptíon expenditure denoted sn åncrease in the

level of livång"

TEutornu Nod"Ì6 attemptecì Bn internatåonaL eornparleon

of thc Level" of tivLng. The cpuntríes f.neluded ín håe study

welre Japan e Taiwan , Korea n Thailand n Phílf pptnsts r Indla, end

Hong Kong. The analysf.a b,âa develøped aleng two låneE.

Firet, I'ilade used the menetery approach (baeed on per eapi'ta

ånenrne and per capÍta expenditure by category) to obtain

15r,q"y L. {lowlee ¡ $4íldred H. Siek ¡ and Jean F. f4yere t
Ut

the Mon F 4

of Wåseonsln, Agríeultural Experiment
Fulletin lTo. 155, I945 ) .

1Ã*"TsutoÍnu lrlada, rftornpËr"issns
Japan and Selected Aeíen Countriesr*
VoL, 4, f*lg. 2 (l4sy, 196S), Fp. 6l'78.

Msdieon¡ UníverËity
Statåsn Heseareh

af Level of LÍvíng ån
Rurel- Econamic Probleme.
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OnE neasurg of the level of lívínE. Then he used a CE¡r{l-

FsnÊnt apprtEch to obtain ansther EÌÉtasulrement. The Cor{l-

ponents chosæn b,Êre food, clathingo houslng, ltght and

fuels, health, education and ¡eEding, and tranepartatien

and cÊrnrnunLcatíon. To obtaån 6¡n aggregate índex, t'loda

aeeumed thet the weight of eaeh cümptnent ín the level of

living index brñE equal to the wei.ght of the Bxpenditule aR

that cûmponent Ês derived from the reepeetlve nationaL

account ctatístics.
The unltad gtateer government, in åte idar on Poverty¡

sðsumed that famíty dåeposable Íncome defåned the familyts

åeve]. of låving" Thus, famf,lles with equaL åncomes üdere

assumÉd to be øt the sâmÈ level of låvång. The rni.nimunn

LeveL of åneome (or pcvsrty llne) waE derLved from the cåI-

culation of the cost ðf mÍnimally nutrítional meals and

mul.tiplying this coet by three. Tha figure rrthreerr'!úa8

choËen besause it wag sbserved that Low-íncer,ae familíes

epend one-third of their ineome on fosd. Mollía ürshanekyl7

adjusted the povert¡/ Iíne to aceount for family såzer s@x

of head of household, number ef related chíIdren (under l8

VeËrs of ege) in the hsusahold, end farm or nËn-farfn Etetua.

llMollit ürshansky, ttCountinE the Poor: Another
Lcek et the Poverty FrsfÍLertf $ocåsl Security BHLIetinr
VoL. 2t, No" I (January, I965), Fp. 3-29.
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l4adden, Fennockn and J"*g""I8 assumed thet ttøo

façníLles are 8t the aame level of låving if they can aff,ord

the samÉ l-eveL of food expgndLture" The arnount of inçarne

needed for s family to afford â given level of feod expen-

diture h,as assumed to he dete¡mined by the farniJ-yrs ttnormel

åneome levelr, the nurnber and age of the chíLdrent the agg

of the heacl of thæ haueahald, tenure (whether the famiJ"y

swned Br Ì6nted íts dweJ"Iíng, the reglen (wíthín the Uníted

States ) I and the urbanízation envíronrnent of the hot¡sehold'

Re}atåvely atable consumptåon expenditures (exeludíng eax

purehaseu medical cars, and peraonal taxee) were uËBd trs êl

prËxy far the rrnormal inccme levelrt.

psdolukl9 ebeerved that, in l95t' ËvÊxäge tnnadian

urban familles alloeated one-hslf ef their íncome to expen-

dituree trn food¡ clothing and eheLtær. 5he assumed that

fami"líee sFeñclínç Én equal FercentâgÈ ef íneume on food'

clothf.ng and shel"ter hrErB st 8n equel Level of livtng.

$he then assurned that families spending 7t percËnt or rflora

of their inesme en theee eêtegtries ehould be cCInsídered

lBJ. Patrlck fiadden, JeËn L. Pennock¡ Bnd taroL M'
Jeeger, "EquivaLent l-evel,s of LívJ.ng: _A New Approach to
Scaitng th; Poverty LÍne to Ðåfferent Famlly Characteristíes
and FIãee of Resídänceon Rura.l. PoY-Frty in thqUq,å!e-d -9LateE
(WashínEtont Freeldent ts lqeti.onel Advisory Comrnittee on
FìuraL Poverty, 1968), ËhaPter 29.

IgJ*nny R. PodoLuk, @ {üttewa¡
fruæents Prånter, 1968), P. 185.
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psor sr in povorty. The Economic touncil of ganada?0

adapted thís erlteríon of equal levele sf livíng (or

poverty L:[nee) in i.ts discuesíon of poverty.

In general" the etudies ¡eviewed abuve coneådeeed

the level of ll.vLng ln terms of ineome ûr eonsumption expen-

ditt¡re. Ms6er and lïode, however, d¿d atternpt to measune the

leveL of llving by the u$e of componeñts. They recognLred

that r¡üh*eeoñomíe indåcators rî/ere more meaninEful in

meEeu¡lng Gome compelnents. Examples of this approaeh arÉ

åndicatång the foed eomponent by meaeuring the Ev&ra96

calsrlc lntake clf femíliea, índieatång the clothíng eomponent

by the eggtegate disappearanee of ffbre, fndíceting the

housing eeirnponent by the EVetrdSe nurnber ef roomn per htsuog-

hold nnember, lndleatlnE the education eomponent by the

literacy rstë or the averags numþer of years of farmel

schooJ.íng, and índicatlng the health cornponent by the

nurnhe¡ of years af life expeetancy or the Lnfant mortality
rate o

ïhe budget approach adopted by 0rshansky ond Fodoluk

seEms partLeularly weak beeeuee tt suggeËts thet a díseusgLon

of ineome and eonsurnptlon expenditurËrs eensídere all ef the

eamponents sf the level of låvång end, furthermrrËn thet Ê

meaeured increase in consumptícn expendíture always implles

2ü-
L COn Ê¡fn¡.c f,auneLl of Canada, Fifth Annua.L ftevíew¡

T
pr Lü8.

{ Bttawe ¡ Queen I e FrLnter,
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a rlse in the leveL of lÍvíng.

Theræ is nû Litereture whåch expì.icitIy discuesea

thæ effect ef a change in income e¡n eech eamponent of the

laveL of liv5.nE.



ËHÂPTEH I T I

THIüFÌET T CAL NüNS T ÐEfiAT I TNS

Varåous eoncepts of the level of Living brerÊ

revfewed ín the prevíous chepter. The fírst seetien of

this ehapter adapts end presente three alternetíve

approaches tc¡ the lnvel sf livlng up6n which the rernaíning

díscussien is baEed. thapter trV then rel,ateE 6n íncreaee

fn househald inconrp to each of these three approaehes.

The eecond and thírd sæctíons of thås chapter introduce

end develop the theclry of, canæunrptåon functlone and fngel

üurvesu whích ase usod in the analysåa sf the cnnsumptåon

dete for the Interleke Area.

A} LËVËL OF LTV]NG

This study adopted ã cornponent approech for cen-

såderång the leveL of Låvíng. Companents atrê relearly

delímlted aspects or parte ef the tetel life sltuation.*l

In other voords, cûrnptnents are viewed as generally aceepted

ends of human endeavour. An aggregatÈ measure of these

earaponents would provide an overall meãsuxÊ of the l-evel" of

Livång. However, due to the two ebstscl"eg ¡nentÍoned in the

intrr¡ductlon (page four), an overall rneasure of the Level of

lUn¿t*d Natåoner oF. cit., pr B.
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living was not obtaÍned, In feet, sÍnce the objective of

this study was to indi.eete the ímpact of a change in åncome

an índivídua1 components of the level of lívj.ng and not ta

$ìeÊgure each connponent, there h,as no need tc¡ specífy

operatíve methods of rReasurl-ng Lndåvidual compenents" It

vúas recoEnåzed that there ate aspects of the level of

tivíng whtch are net reedily elassifíed a8 components (far

*xample, potitical posåtion). Hewever, aspects such ãs

poJ.itical posåtlon which are important in s atudy of the

Level CIf livíng brere treated ae components for the purptsea

of dåscussitn.

An índicateir ís a trepecifåc factor used in etatÍs-

tical rfiBasurrmentttz of u given component. In a general

Bense, there are three classes of indicetorss3

l.) åndicators of evailable lesc¡urees (for example,

quantity and qualåty of avaÍlebIe eehoels)¡

2) fndi.catore sf utilÍ¿atien of resourcas ( for

example, the regularíty of aehool attendance) ¡ and

3) fndieato¡s ef the end*effects at whåeh these

rÊsources are aímed (for example, grade compJ.eted e¡r

certificate obtained) .

i-lowever, the acquåsÅtíon of rnesningful indi.cators for some

components is very dffficul.t {for example, hurnen freedo¡ne}.

?Ibid. , p. g.

3ç. A. I'ioserr tp. cåt., p. 84.
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ïhare ie ueually rnors than Ëne índieatsr fsr each

sompanent. However, in the same senae that there Ís ns

satisfactory methud for aggregeting componenta to obtain sn

everall åndex sf the l-eveL of }ívingn thete ís ne setåefaetory

way of aesfgning weíghts to Índivlduel" lndicators to obtain

a meËsúre of a eomponent. For this reas&n, thís study wae

l.åm{ted to a dlseuseåon of the åmpeet of an ínereaee ln

i.ncome on indívídual eûmponents sf the level of lÍving.

Thue r only Ln the c&ËÉ when En íncrease Ln íneome caúsËE

tt*a dfffe¡ent åndicato¡e of a glven ËúmpËnent tE mtrve ín

opposite dårectlons wi.ll the nature of tlre impact sn that

ermpÐnËnt be unËleãr.

Another problem ån the use of corRponenta is the

ínterdependence of components. That ås, a ehange ån onÊ

component may ceuse a change in another component. ThíE

!úaE another raatson fer not attemptlnE to ebtaln an aggregete

meaeure of the Level of lívång,

The applieation e¡f ecenornfc theory {or the monetery

approaeh) providss only cne el.aas of indåcators of the level

of living. In the exarnple of the edt¡catlon component,

expenditure tn educatåsn is only a partåeJ. indåeator nf thæ

utJ.Lí¿atíon by tha household of avallable educatien

resüureÉs" The end-effeet of the educetåon componentn that

ås, a given levei of educetion, is inadequately indícnted.

Furtherr¡¡ore, there are aêma cornponents (euch ge human

freedoms) f,or which no aspect of monetary expenditure
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prs\¡råd6Ê Ë p0tential indieator.

It brêrs reeognized that Ëny dLscusej-on of the actual

lÍvíng cnndÍtj.one of a peopJ.e (tnat ie, the level of living)

i.s limited beeauee¡

humsn needs and u¡ants range from eommon biologåca}
needs--as for food, water, and protectåon agaånst cold--
to culturally-orLented rnotivatåona end wants which nrey
díffer fromrsocíety to soeíety or fram índåvidual to
individua.L. *

Thue o ån srder to enter ínto a dåscussisn ef the level of

livlnq, it ì¡rag ntscessary tE åsBUmE at the qutset that hst¡ee-

holdE exhibÍt a eamrfion scheme of vatrueæ or prefe"*no"".5

Thæ diseussÍen of the Ímplieatíone for the level of

låvlnç due to an åncrease in houeehold ínÊema ie baeed on

three altesnative åpFrûs6lìes for eensíderíng the l-eveI Êf

låvång. The three approêchËÊ selected were those advaneed

4un{t*d ldationE¡ op, Elt., po s.
SThr Unj.ted Nations t Report atated thåe assumptíein

Ín the follsr¡íng wayr trEven the eimplest cemparison of
levela of llving--that betwaen two indivíduals--cah be
carrled cut only under the eesumption of common vsLuee and
sequi.rerr¡änts. rf ( IbLd. , p. 6. ) N,late that thÍa aesumptÅon
removed all consideratíon of eseial claes f,rom the dfe-
eusaisn of the level of living. For a reçent díecussíon of
eoci.al- stretifj.cation and the identífícetion of subcu3"tures¡
sÉp James H. Copp, rrPdverty and üur Sacíal ürderr lrnp1i-
eations and RegervatåÉns r'l
Eeonqmåes, VoI. 5?, f$ö. 5 { Ðeeemberr 1978 ) , Fp " 736-744 'end WllLía¡n t. Eerlernen, rtFovgrty*-Some liålenmas in
Ëefínåtfon, tr F,Fowth and Chanse, Vol. l, f{o" 4 (üctoberr
1970), pp. 2T-32. |Jeweverr the ímportanee of socíal eLaee
ån a dåecuseion of the level of Iíving Eeemed to be minåma1
ån the 1íght of Lorímerf$ obeervatisn thet a bLue-cctllar
famlLy who åç tstreneplanted te the suburbsr ånd prcrvided
with a oomewhat hiEher íncorne, would be expected to change
åte uray of }ívång and beeorne tike other people.n (James
Lr:rínrer and Myfanwy Fhitlípsr op. cit. , pr 5t. )
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by the Unitæd lüetions I fìeport, Pippíng, and t"tiller et al.

These apprúêches äre presenteC below.

Í ) Uníted Nations I Fìeport

The United Netionsr Report reeommended thet the

leveL of living be considered ín terms of l-2 cornprnents Ès

listed on page 11. Although these eornponents h,erB designed

for internetional eomparisons, they are readíly applieabte

to a discussíon of household level of living. The Uníted

f{ationsr Report admitteei that these cornponente Itdü not

ínclude all the signifj.cant aspects of 1ífe which canstitute

the level of living, but .

acceptable as significant.

c . (they are) universalJ"y
,r6

The health end demographíc eompûnent csnsiders the

actual heaLth situation of the members of the household,

ûne indícator ie the life expectancy of eech of the hsuee-

hold rnembers" A facto¡ contributing to good health i.s the

naturæ of health aervices. [uantification of this factor

would invo.lve an investigatÍon of a gåven fanrilyrs dj.stance

to the nearest heelth service, the frequency of use

(relative te the need of the fanråIy)o and the quality of

service provided.

The food and nutrition earnponent coneiders the

.l-evel af nutritåon provåded by the quantlty and qr.ral"ity rf

Ã"United füations r ûF. cåt . , p. ?7 .
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food consumed.

The level of edueation ee¡n be indícated by the

number of yeare of forrnal edueatian completed, Further

indicators (ef the type that only índieate the evail-ability

of a res6urce) would be the number of aveileble nE\dÉpapers

and the ownershi.p €rf radÍos end televieion sets. The level"

of edueation is ueually considered impeirtant for two

reesons. In terms of an fnvestment, higher levels of

educetion usuaJ.ly enable hígher monetary returns from work.

Secondly, in terms of a consumptf.on good, e higher level tf

edueatåon årnplÍ.es a greater ability to appreciate rrthe

better thíngs in lífe.*7
I'rlorkíng conditíorts can be Índieated by the heure

¡úsrked per week end by the wage rate" These indåeators af,E

important in ø dj.ecussíon t¡f the l"eve] of Iåvång, Some

sturiíes sËsume that houeeholds wíth equal incsmes are at

the sãme (econornfc) level of living. However, the number

of hsurs werked or the number of people fn the household

wlth jobs is seldEm eoneídered. A rnore reall.atic comparison

would take ínto account the hours worked end the number of

h,agÊ-egf ners "

The employment sÍ"tuatlorr, at the heusehold level,

TFot a further diseuseion of the inveetment vËrxsus
eonsurnption dichotomy, seÉ JEhn Voírey, rtEducati-on as
tonEumptíon otr Ir.rvestment--A Fublåc ox PrÍvete Gord?tt,
Chapter 2 in !@
and Faber, L962

{London¡ Fmber
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cclnsiders the occupation and status (tlrat is, ernployelo

employeer tr self-empleyed) of the househsld members.

The treneportation conrponent ís indicated by the

quærrtity anrl qualíty of transportation services eve.i.lable t¿¡

thç hsusehold.

Housing invoLves the quantíty {indíeEted by the

number of rooms per famíly member) and the qualíty

(índicated by the nature of eonstruetíonr age' and

fecilitåes) of the dwelling occupied by the family.

Ths contribution of clothíng to the level ef living

ås åmpartent for preteetion from cLimetic elements. ünce

thie need {biologåcaL} is met, further expenditure uf,

resourËee tn cJ.othing results in clothi.ng of better quality

Ër a psyehic ræturn for rrnåce-Ieelking clething'rf

The reereatit¡n end entertainrnent compeinent ræfers

to the (pleasant) paseíng of leisu¡e time. The type of

activity which Beuses an ,fncrease in this tomponÊnt variee

with such factors els eseial c1ass, religious encl ethnåc

aff{.låetion, and the ege of the members sf the houenhold.

Thue, a søleetion of índicators is contingent on these

facters. Höwever, in qeneral, the quantityr queJ.ity, and

trevel distancts to åny Õr all af the following ean be con-

sideræd as índieatsrs of thi.s component r cinema r rnuseum t

art gatlery, Ëoncert he-tl, denee hall, parks' pl*ygrounde,

restaurantso end comrnuníty centers.

The sociæ1 uecurity ËBrflpönent cnnsidere thæ



crntråbuti.on to the level of living by assåstencÊ prograrûs

such as unemi:layrnent insurance, medical ånsurance, faniiÌ.y

aJ.lawances, old-ege pÉr¡sions, and welf are.

Human freecJorns conËÈrn the guaranteed rights
(constitutional and aperational) of the individuat. l-hus

the upper l-imit crf human freedoms that ís evaj-labLe in

thæory (sr constitutåonaJ-Iy) and that which is actually

attained arÊ the prime indicatorso frerhaps the more

irnportant indicator in our saciety is the extent of dis-

crj.rninatåon against members of minority groups r,vith regard

to Bn individual 0 s upward mobility ( that is, the dq _f.gg!-Ê.

sr aperatÍsnal upper linrit) "

íí ) irinpíng

Píppångts approech ts the level of living L'/as

introduced earlier (paEe 1e). Pipping consirlered the famåly

to be a part af the Leve1 of, }j.vång beceuse the farnåty åe

the center sf an åndividuarte soeíal, economic, and porítLcal

level of livinq. The farnily deterrnines the degree of

emotionel- and financiel stabilfty end the extent rr ebsence

sf anxiety experiencad by the individual. In other words,

the famlly is impcrtant because åt provi.des a crmrnon

envíronment for its members and is thus the relevant unLt

nf analysås in e study uf the ]evel of livíng. The siee

of the. fi;måly indicates the potential proportisn sf tctal

resourÉes provided by the wage-Barner(e) that is available
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to eesh family ***b*r.8

Leisurer õr rnorÊ specificaJ.ly, 'bhe ratÍo of leísure-

time to wsrking-tÍme, ís part of the level of living" An

i.ncreæsa i.n this ratia, however, does not neûessarily denote

an increase ín the level of låvi.ng. For æxample, for those

who líke theÍr ws¡k or fûr thoee whose v.,rrk ís rrpleasantñ,

wark may be a desirable end.

The leveI of consumption denotes the centribution

ta the level ef ll.ving whích is obtaS.ned by the purchase of
gordB and servi.eee in the rnarketpleee.

F1ar¡nång fcr a perioci of famiJ.y Iåfe presuFpûses

sevånE (CIr dåssaving) and thus the accurnuleted eavinEs

(ær dí*savinge) become part of the lcvel of J.ivlng. The

eevínge eomponent is rslated to the consumptåon companent

becauee accuñulated savíngs (or yueatth) províde ð rÊserve

fer future consumption. The uavings errnFenËnt ås also

related to the farnlly eompûnBÍìt because the finaneial
security provåded by the stock of vreaith is e significant
factos ln the femíly reletLonshlp.

fii) 5. M. Mlller et eL.

The appraaeh of 5. iri. f'îille¡ et al." rilas presented

earlåe¡ (page L?). They csnsidered nearly all the aspeets of the

SThi* study essumed thet the family behaves es B
eíngJ"e entity. ïhat is, the sama prc¡cBss CIf decision-rnakÍng
ie used fe¡r elL rJeeísions and thJ.s prr¡cess rerneirrs conetant.
As e result sf this aseumption, this study did not c6nsíder
the dístribution of the cornponents of the level of livíng
among the femily membera,
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Level ef livi.ng enumerated as components by the Unåted

fl,Jatinnsr Report" The aspect of each af the latter com*

psnents l'¡hich cãn be abtaåned ån the nnarketp-1 ace',rrãs

eonsídered by i4iller et aI. Ín their discussion of income.

The aspect sf each componÈnt rvhfch is a public gaod ür

service r^/as csnsídæred ín their discussion of basic

$Êrvices.

f4il1er et al. consírJered inco¡ne to be än i-mpnrtant

component of the level af líving bæcæuse ít indieates the

cÊmrnand nver goods and særvlces thæt cên be purehasecl ín

the marketplace. Furthermçre¡ the confådence that åncome

ís assured for the whole yÊËr is an ímportant arneníty

apart from the level of i.ncorr*"9

However, it h,as argued that current income ås an

inadequate indíeatar of the economác posítion of a famiJ"y

far five reasûns!

I ] income may be reeeíved ín the form ûf capitaL

çains, whíeh are nst included in ths calculatíon uf current

income ¡

?) the future command over resourcËs is inade-

quately indiceted. Savings and pension eccumulatåons ête

Írnportent for future command tver rEsources plus providing

ccnfidenee at the present time regardínE the future;

g
'The effect of the

hgnour i.s ccnsídered ín thæ
s at is fact ånn .

source of inearne Ën snË | s soci,al
discussíon af ætatue ænd
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3 ) paet expendítures effect present weLl-being, aa

i"n the Éase of househnld furnåshings;

4j the qualÍty of housirig is not adequateJ.y

refJ.ected¡ and

5) indivicluals with temporarily 1æw incsmes may

not experience a lowering nf the level of incc¡ne due to

æccumr.¡Iated assets.

For thæse ræaaÊns MíI3er et aI-. reeommended that aesets bE

íncludæd äs a componant of the level of well-being, Thæ

quentåty end queJ.åty af housi.ng sen be censirjered end the

extent of cwnership rf Êonsumer durables Êan be taken into

acecunt" The seeurity Frrv¿ded by liquid assetg or eavi.nEe

Ís åncluded aE welL aË the security of ínsurênÊe and

pænsånn accumulatíonn.

Furthermt¡ra, Mi1Ler et ê1. argued that basíc

servåces furnieh important segments of total sstiefectåsn

end wæll-being. They posed tu¡a fundanental questiono

arfsJ-ng from the sün6íderatfon of basíc eervices end the

leveI nf 1ívíng. The questlons HerÐ¡

1) thould a beslc se¡vice be sonsidered æs an

emenity in terms of a compc,nent of the level of -tr,iving or

aÊ ãn investment ín ímprovíng the capacity of indj.víduals

to gain acceaE¡ to resq¡urees in the rnarketplaee?10

10Tnå* sueståon need not be answered in the crntext
of the present study because åt is the ímpect ef an åncreesÊ
in income that ís bæing consådered. If an increase in
lnçorne rsusee an increase in a given basíc servf.ee, then the

'ia
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7.) ShouLd the csi.tería of measuræment with regard

to the Levæl of Líving bB ín terrns of availabilíty or Ín

terms ef utili.zation relative te r'r*ed?11

The i.nrportant servi.ces ånclude health, edueatiorr, neågh-

bourhood arnenities (such aE senltotion eontrol, police and

fire protectåon, rÊcreational facilitåes, J.ibrariesn parks,

and playgrounds), publåc transportatLon, soeial servåces,

and legel servÍces.

3ocåal mobålity invaLves the lntergeneratie¡na.L, the

intrageneratic¡nsI, and n to 6ÐFnÊ extent, gergraphåc motiåtity

c¡f ån¿JÍvåduais through socía.L class. Idueatåsri is
increaeinEfy beseming the ¡oute tc¡ upwärd socj"a.l. rnobÍ1ity.

l4ore specifical-ly, higher edr¡cetísn enabLes entlencæ into
ä highær class of occupatiun and it ís víe ocæupation that

educati.on faciJ-itates sociaL mobility. Thus the l-evel and

qualíty of educatian recei.ved ío Ë¡n important indicatar of

this aspect af the level" of Living.
rfThe improvement of economic positíon does not

coneíderation beccmes the re.Latively rnúnor ûne of deter-
mínÍng whether the inerease in the basic serviee hao å
dírect Er indirect effect ûn the LeveL of líving. That ls,
çnce the inrpaet on the basic servicei Ís deternined, the
natt¡re of the impact on the level of livinç can be
escertained "

Ì:ì-*Thås ås the proLrlern of choos$.ng índieatars that
rnaësure. evaílal:ilf.ty, utålizatisn¡ Ët end-effect of a given
rÐsÈurtË. The ideal indiuatr:r measures the end-r¡ffect at
whích the resrurce is aåmed ãrrd not the evailabilitv sr
the uti-J.ization sf the resource.
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åLways brlng wíth ¿t advanees ån poJ-ftícaL poeition.',12

thæ riEht to vote is å prímary eonsicleration, fol-Lowed

immedimtel-y ín importance by the exercåse af thet franchíee.

Hev*everu ímportant deeisisns arÊ marje adminístratively aå

wæIl" as .leE5.slatively. ThfÌ ËÐnsideratl"sn of poJ-itícaI

posåtirn thus alsa involves the quaì.ity sf treatment

received by indívíduals from agencies, the degree of repre-

cer¡tatíon Ðr ceprEËentatåveness of the egeney, and the

degree of the psychologicaJ- feelång sf powerJ-essness ef the

índivídl¡el. (Thess sðrne fectors shoutd ælse be consiriered

i.n the work sítuation, )

The componËnt of etatus and satisfactåon refers to

the views that sthars holti erf an indivídual- (whÍnh ås

statue) end the *ndividuelrs degree sf self-respect end

cantentednees (whieh ís satåsf act j.Éln ) . MiIler et al. nEted

that a gaín l-n inenmæ that is etigmatized dirnínlehee the

eatiufection of the íncome-recåplents. An ineome supplernent

may be stigmatÍzed either beceuee of its eoulce or becsuse

e¡f the rÊ¡aËrn fo¡ whích åt ls gåven. If an lndívidual feels

i"nsultæd beeausç of the source or the reasrn for a sup-

plemænto the etatue and eatir¡factÍon component ie decreaeed.

The effect of job diseatisfeetien on the cemponent of status

and satisfactLsn rnust aleo be rocognåzed"

L2\. lul. Mitler et al. ¡ op. eåt., p" Az.
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åv ) Sunrmary

The nature sf the components sutlined for eæch of
the three approachee to the LeveL sf ]ivinE ar* æssentially

eímåIar and they are gænerally accepted aB indåcating the

rnajor elements sf the J.evel of liv-tng.

In additien ts the cÕrnpÈnents of the United l'laticne t

Rep'.irt, Pipping I s argumænt direeted considerable attentian

to the femlly as the cnnter (end therefore determånant) of

en lndivi"duaL's Leve] of Iívång. Aleo consåderabLe

ís¡pCIrtanËe was etteched to the ratiCI of leåsure-time to

r,varkin g*t i.me Ð

ivlål-l"er et, al. csnsådered the maJority of, the Êom-

ponents suggested by the Unåted lJatåsnsr Report in terrne of
income and basåc services" Ëor each cornponent, that part

which san be puÌchased in the pråvate sector sf the eeonomy

bdag considered r¡¡ithin 'bhe íncome dincueslon end that aspect

CIf each compenent r"",hieh, ín genæreI, cðn be provided by the

publi.E seetnr was consíde¡ed wåthin the di.scussÍon of basåc

services. In addåtÍon, ivlilLer et 81. ernphasized the eaðB

of mobíJ"i.ty through socið1 strate, the politicel position,

and the etatue and setisfaction of the individual.

¡] ) [I]f'ISUMFT ION FUI\JTT I Nf-J

A ccnsumption function ås e reLatåc¡n that expleine

the level of a hc¡useholdrs consumptåon eNpenditr.lre äs a

function of fnçcnre. Thås relatir¡n was impelrtant to thís
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stuc-v becauee aggregete coneurnption is a uompr:nunt gf the

leveL of i!v1¡g. Furthermore, aggregata Ërnsumption experì-

ditu::e !{ês divided intu consumption cetegoråes (which thenr-

seìvee are curnponente or åndicators sf cömpsnents of the

level of living) via the estimatisn c:f [ngeJ. curves. Thus

the impact of a char¡ge j.n income on aggregate cÊnsurnption

r"Jês determinBd. Knowing the chenge in aggregate eünaurnption

expenditureo the change in each cr:nsunption category was

obtained.

A fundamental assumption af the fql-lowinE enarysis

bdaF that parametere estimeted from cros6-section data are

applicah.Le án tirne-seråes dåscussiens, This assurnption

neðns that the change ån consumption due tc ê change ån

incsme over time for ä given hsusehCIld is the sðrnæ ðs the

dífference ín conçumption between two househr:Lds ån cïoas-
sectien that diff,er onry by the gåven amount of income,

Jehn f"laynard K*y*u"l3 introduced the csncept of the

eonsumption funetion. Fle hypethesí¿ed thet aggregete cgh-

sumptiein expendÍture ie a stabre functÍon of income and

that "bhe marginal propensi.ty te consurna is greater than

z&16 but less than ûñEo The merginal propensity ta conaumg

ås definBd ae the unit change ín consumptíon due to a unit
change in åncome. Tf¡is etudy vienred åncorne äs beíng

cornpråsed CIf thrææ eomponents {tr¡e return from human

ïhe General Theorv of
( Ne¡'r York r Harcourt , jSrece,

rSJohn Fìaynard Keynes,
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!úeaIth, the ¡eturn frorn nern-hurfian wealth, end the receipt
af pubric and private transfær payments) r";hich were sumrned

to E5"ve trtaL household income.

ïhis study assumed that the price sf escir eomnrodity

facing each hcuselrsld was the ssme and alsa that the
j.nterest rate facing each hausehold waç the =rn,u.lo Thus

the appJ"icætion üf the resurts to different yéals must be

corrected fo¡ ehanges in the interest ¡ate and ¡:riceu
(tnat ås, changes i.n both rerætive and absor-ute prices)"

n nna j r:r f ect'r urhleh þcaa æxpected ts Ëðuse house-

hald consumption behaviour to l:e different wes tire uaciaL

envirsnrnent of the hcrueehold, This facto¡ rr¡ae taken ínto
accrunt by estimatáng separate funetic¡ns fu¡ each of urban,

ruraL non-farrn, and farm hr:usehr¡1ds. In othcr words, thås

represented å hypothesie that there ere different Ðún*

surnptían preferencea between urbanÍzatåon cLasses, For

exampJ-er the marginar propensity to EûnÊume uf farrn hause-

heleJs \das expeeted to be smell-er than flBn-farm househerlde

at any given åneome due ta the fact that farrn business

investmerrts eorapete wåth the household fer the use nf fa¡im

inçome 
"

14Th*t ís, it b,as eesurned there vìJaË ,.',o diffesence
in time preference of consumpticn between househc¡lds. The
price ef a gond in the future j.n terms sf the present price
is the present príce multiplied by L/{t+r)n where r is theinterest rate and n ås the numþçr of tj,me períods.



35

Anather major faeter which ud€¡s expected to eäus*

househord consumption beheviour to be different was the

eize of the family. Ås the size ef the family íncreasesn

the consumptíon requirenrents sf the hEusehord íner6ases.

ïhat ís, et any gi.ven leve1 of income, the consumption

expendfture would be expected to inereese eB famiry size

åncreesed' The suFR of the number of persons murtiptied by

the number of menths esch parsen Has in the househsld

withín the yeBr (termed 'rperson equívalentsí) was taken

ts meesure famíly såze.

ModiElíaní, Brumberg, and ,tndo15 sugEeated that ãge

{rnsre correct.ly, the exþeeted nurnber of yeare c¡f remaining

l"tfe) ís €! sf.gnificant variable for it is a determínent

of the proportion of wearth expended on eonaumptiÐn. The

varíabre agê ldee åncluded by caLculetinE an annuítízad net
tÁworth*- ae the annual return from non-hu¡risn wealth.

I5F""n"o Modígl$"ani ond Richard Erumberg, rf Utilfty
Analysie and the foneunnþtion Functisn¡ An Inteipretatåan
of Crees-sectåon Deta r tf l¡es-t:Kqvnesiqn Eesnomics, tsd, K. K.Kurihara ( New Brunsv¿åek s Rt¡tgars univãrsrty rress, lg5a ) iAlbert Ando and Franeo l4adigliani, fiThe tLiÞe*tyclet
HypothesÍe of Savingr Ag$regate xrnplicatior¡s and resterrt
AEerj-earL-4eenomåc Review, vor. g3 r f'lo, L ( i4arch, rg6 j ) .

16Eu* Burtsn A. ,deågbrad and d, Lee Hansen, ,oAn
Income-Net l{erth Approabh to pleasurång feonorníc l,{eifarer,t
AmeråçFn [çgnomlg .HevÍeTv, vol. 58, frle. 5 (Ðæcernbern tg6E),pF. 1315*13?9. The Ennr.lltåzed value of net werrth was
computed by the folJ.uu¡ing formular

aNbJ = Nhr 
-' 

'- -å

d-. t (1. t
where Nid 'Le net worth (that
l"íebíl"i.ties), r ie the rate

r -fl+ r/
ls, totaX. assets
of ånte¡est and n

rni.nue tetsl
i.a the
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Ihus the consumption functicn adopted by thås study

wäs ¡

L = f(Y, l,i I uri:anization)

ushere í- is aggreEaÈe arrnual hcruseho-i.d ccnsumptiorr expen-

diture, Y is the surn of total esrned incc¡me, total transfer
peyments, ond ennuitj.¿ed net wortho I'i is femiJ-y sj-ze {ln

'rperson equivalenteot), anci urbanizEtion refers ts farm,

ru¡al nÕn-farm and urban grûups.

The rnultíple J"east-squares equation estimated for
ææeh uEbænizati¿n grrup hes the forml

t̂=*o*dLY+a2frl

The Iínear form lvas adopted ås a fi.ret approxÍmation sf the

true f'unctisnal form. ïhe deuble-lcgaråthnåc f,ßrm, as rd&s

adapted for "b.he frrgel function* helnw, hras nst userj beeause

onÊ *annot ebtein the logerithrn c¡f ê negatÍve numÌrer.

There b,Ëre å signifieant numbe:r nf trnterlake Ârea farrn

houeehslds reportinE incemee 1æss than zero for I96B.i7

expected number of remaining years of Iåfe of the consumíng
unåt. This cal"culatj-on aseumed the eonsuming un:i.t wil"I
aLLecate the return frern net worth equeJ.ly amÐng the
remaininü years af the 1åfespan. Furtherrnoreo it kcas
assumed that the head e¡f the hou*ehnld will. die vuhen he
reechÉs the agÊ nf average låfe expectancy and the con-
suming unit wi.Ll disappear when the heed di.es.

å7_-'üee thapter VT, TabLe Vtr*Ar FeBÊ 59.
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Ë ) Ii{GEL TUFIVE

A,n [ngel curvÐ is a function relating the equí-

.1-il¡rir-¡rn quantity purehased of a comnrodity to the levnl of
. l^msnay tn.orn*. to This study adopted the suggestíon of ilrais

and Houthakker of using tatal cunsumptíon expenditure as

the expJ.anatory variabl-e. They êrgued !

the use of totsl expendituxe a6 the determíninE
veriable in the tngel rurve can be justj.fied on the
assumptlon that whíLe totel expendituræ may depend
in a ennrplåcated way on incume ' . . ' the dj"stri-
bution of expendituree amüng the various commad$!ies
depends only an the lævel of total expendituxe''7

Ëngel curvûs r\,efE important in thås enalysis because

the effect on eech consumption cetegÈry dt¡s to a change ín

total tsxpEndÍture vì,as rlesirnd. (The change in total Ëxpen-

dituræ due to a change in incnme wes determined by the ÕBn-

sumption funetíon.) The relation CIf each consu:mption

category to the level of livång iB cnnsídered in thaptær VÏI'

It rdes further hypothesieed that the síze of the

fanrily significantly ínfluenced the distributic¡n cf total

consumption emong the various eornmodíties. For a given

amount of tstal consumption expeneliturel as famÍIy síze

increases the consumption ín sÐmE categories tnecessities)

r-ril-l inerease and cnnsurnptir:n in other cateçoråes ( -Luxuries )

wi.lt necessariLy clecrease by the 58me amount. Thus the

18C. i. Ferguson, i'1:"crqe-qú.n-gg¿ç lbe-qqy (!{smer¡ood¡
Trwin, 1966 ) , p. 36.

19S. J" Frais and l'1. 5. l-lauthakker, The r\[a]Ysis
of ,faJlilv Budqets (f,ambridge¡ cambridge university Prese¡
Lgss)n p. BI.
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Éståãeted fr¡netÍ.*n *"*r

€¡å*f{flrf'¿}
uhsr** c¿ $.m e*næumptåen øxperçdåêure å¡t

Ths funstlrnaå f'e*m sdopt*d ¡*gs

eot,ægærgr å, A#

Èhe rÉnubi,s-

lngar{thsn{E fa*¡w¡

rcç â¿ * Fo + ßtt rns {i * Êz* lo6 rt

*Ï,scåsr nnd ffi$uthøkfuwr¡ trld Letæã JnSgäH*u*rã& f*unç¡ ùhe

det*blø*åeçaråthm;le fss* ta prrøvl4* th* hÊåt Etnt$.ståc'a[

fåt. AnaÈfuas *dvtrlÈ*ge *f the d*uþåø*,f,sç*rd.thrsÍ.ü f*rs ås

ühs øutsmst,** esçreet*"en #øs ïret*seeËedsst,*cåty.3a !n

?*trhu hy$#tk#rr*.e Èhøt ü*tË3, ssfrslräÞtånm *xnr*nct:["tþrw
{t} t**lL *.nssseøw s* fseå3.y såae tH} Lnerssmws v¿É# t,m*ted
å* the een*um¡*ùf,En funçtåen' Thus th* åçrtardspøn$smæç øf t
&ñS ft stt*t¡Ld bs ù*.ksrr ånter asseunt t*hwe qËÅwer*s*ång tke
rçEuåt* srfl thü fl,ngrl funntåum. Th* dafLnåt.{,wne adeptwdfnr thø emneuruptåsn tðutagwr,seu {e¿} ettmarpürd {r¡ w$,$åm,Í.as
thç ln*ærdep*ndwng* sf, ë#ffisuæFtå.En çst.&gCIråær" {Sse
flh*ptar V* Serat,L*n t, $frBs SS.l Tpt t*rs åcrst eøtr6*ry {e,*}
d* flh$Èsüså¡ir døt*rm$,næd by th* Eum sf øå3. Éfr* pth.er roü*g&clçs
/Hl \ rçå
(ì "*J . Thrt :Ln, €ì * I *t s *ftn $tnw*v*r¡ [*gal

a1**Fl#Ëffi,tsåsusdsst*.rs-ty refsrs to tha A.l.tu*t$*n whss*
thæ varÉ.ånëü ef tlrs ss6tt*f uf psÀets *þsu* 6 FÊürñg,sJ.uft
l"Í.na La net eon*tgnt. S&ff J, JEhnatgn. [.ü$üomstri,s .4st.h¿ide
{Hsw lsrkr ${uü*srs-i{å1,å, å3d3}r F. A0ü: 

æ

funs*tans, ftrs utr¡" thø e*ùeçmr{ä& $ÉfÉ! aet"{roated.
ärËotÍ,rrç Jærgonøonr
þ -HPEq en4,.,"*glg$-V-.gpgtìæfp {tepsnhe#€n! lJslvee*åty

sffËrT r I9$E
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generaJ-r the veriebility of expendituræ j.n a given catægory

(ci) j.ncreeseC as totaL eunsumpticn ([] increased, ãs

indicated in Figuse Ii i-ir {page 4ü ) " In sther '"¡ordsn the

distributisn ef reeiduals about the regrÊasiËn line

depended upün the vaì.ue of f,. The deuble-l"agarS"thmic

transformation elímíneted hetersscedaståcity es siroidn in

Fi-gure i i I-B ( page 4ü ) . In this case the distrii:ution of

resåduaIe absu't tlre regresaion líne was independent of,

Ieg [.

îhæ mnrgånaJ. propensity to ctnsuûìe tÐtel, elxpsn-

diture is thæ unit ehange Ín experrditure in cateEðry å ¿lue

to a unit change ån total expendíturtso The partåa1 Ë,las-

tícity wåth rËsperlt to tatal expenditure Ís th* purcnnt

chenge ín expenditure in category ¿ due ts ä onû peruænt

ehançe in tota.L expenditure.23 5ímflar definåtåorrs hsld

with respect ts incorne. Praís and Hsuthakker noted tha'b

the partial 'relastlcity of 8n åtem v'¡lth reupect ta income

is the product of íts (partíal) elasticity wíth resp*ct to

total- expendíture ancJ the elastlcity of totaL expenditure

with reepect tr¡ íncome."24 The formulas for the double-

logaråthmíc functisn ean be suarmarized ås fsllovus¡

23Th* remeining discussicn of elssticíties i.n this
study considers only tlre partiaJ- elastieíty with respeet to
totel expenditure and wíth respect to income. That ås, the
interdependence sf total, cansumption end famiJ-y size is
ignored (or, moxe correct^13r, famiJ"y size ís held constant).

24t, J" Preås and H, 5. Houthakker, op. eÍ.t", pn 101.



40

ci

Hetersacedaeüicity r

t
Figure I

varíability
ï tr-A

increases ets L rnËreåseB

lng ci

Hornoecedastíeity t

log I
Figure I tr ï-B

veri.abíIíty ås constant as log f, åncreaeee



4t

ïot el
flxpen dåtur-e

Þn

Þr cå

_lgqqng.

-ì a^.cC: €)L
J.

ÞÌ erninal
Frcpenaåty
tc f,oneume

P art åaL
ËI-aståcity

?::=Frc ?:'=
ei 2v êc ã v

e1

2ti zét
AY c.

a c)v ci àv

^,Éto Y
l-

,4
Thus tha /J, eoafficient of the hypothesåzed fnge.L

functåen een bæ read directly as the partåaJ. elasticitv
with reepect to toter expendi"tureô In nther words, the

dut¡bLe-logarJ.thmåc functíc¡n forees the elastici-ty te be

eunstant. Huuihakkur?5 noted that the låmitation of
constant erastici.ty can be satisfied onr.y approximatery

and ðvËtr 1årnited rgnges of tstat Ëxpenditure. f.louthakker

used eetimated elaståcities tc¡ infer dåfferences in ÊclrÌ-

surnptÍon behavÍour, The dÍscussåon sf the results in
f,hapter vI consj.ders the differenee ån elastieitíes (and

the diff,erence in thæ rank of the eJ.asticity) to j"ndåcate

S. Houthakkerr ttAn International f-omparison
Ixpendåture Patternso Commemc¡ratånE the
IngeJ" t s Lew, " Ec_onerne._tTíçe, Vol. ?8, No. 4
7), pF, 532-551.

)E*"tl
¡l c

Bf HeusehoLei
Centenary of
( ür:tobern 195

= FtÇ- 4t

2"¿ E )"i ¿t-
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differences ån consurnptS.on behav.i.ou¡ betneen degrees af
u¡hanåzetion.



CHAPTER IV

T¡{FACT NF TNCREASS IhI IhICüME Tl\I LEVEL TF LlVIN6

Fer each of the three approaches preeented Ln

Chapter III, Seetlon A, a qual:ltatåve diseussion of the

ånnpact ef an lncreaee i.n trneome an the level of líving iÐ

now presented. A quentitative analyeie of the Êmpaet of

an inçome ånereaee on eonsumptåan expönditurçs i.a develeped

lgten.

A) APPRüf\Cli üf UNITgÐ NATIüf'lË ' ITIFûRT

In terms of the approaah of tf¡e United ftiatfEnef

Report¡ êÍì åncreass in lneo¡ae eonetituteE en åneroaee Ln

the level of lfvÍng beeauae Esm€ componenta ãrð íne¡eaeed

and nç¡ eomponents sfÊ deeteaeed. An lncreeee ån fncome

allor¡s a potentfal dLrçet lncreqee on.l,y ln those conrponante

whåeh ean be abtEined eolely ån the aarkatp.laee. ThHe,

fEod¡ clothlng, and uqEuegeté cÊnsutrpti.sn End aavf.nge Êrë

the only aomponents fo¡ whåeh the pntential of a dlrr¡et

Lncreese ëxåEte.

An lnerease in lneome facilltates É partial. incseaee

ln some of the other coupønente whåch eannot be purehasad

campletely in the rne¡ketpleee. Fnr axample, healtho

edueatåon, traneportationr and recreatíon and entertainrsent

all eontain ¡6¡'purtrhasable charaeterLstíee such that &n
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inereaee in åncsme eannot ceuse an ånereaee in eertain
aspeets of these ÊannpÞnents. The reeai.nfng sÊrnpE nents

(eendåtíons ef work, ernpS.oy¡nent såtuation, seeíar security,
and humsn freedorns) ean be ånereaeed only indårectly by an

inereaee in ÍncÊ¡næ.

Thus åt fe seËn that although an fnereese ín ineeime

impJ-iee En ínereaee in thæ leve} of livíngo not all Ëôf¡t-

ponente are affeetad preportionate.Ly nor er6 all componente

nBeessaríIy affected.

E) FTFFIN6IS APFROAgH

As has been stated above¡ En Íncreaee Ln íncorne Bän

only dåreetly satåefy aepecta sf the levet of J.ivlng tf
thi.s espuct Ëen be pureheaed in the herketplace"

The farníly åa sn aepeat of the ìæveL of .lívi"ng

esfiëerned urlth a preeeant fanrfry life. Ineorne esn arter
this uepeet only by way of Lta influence oR ether aepests

sf the leve} af llving.
An i.nçreaee in insome íe often acquíred by an

Lncreaae ln warking-tir*e whleh csuses å decrease ln
LeÍgure*tíme" Howevetr, even though the inc¡eaae ån åneEme

íE not the produet of Íncreeeed workíng-tíne (fo¡r exemple,

the inereaee Ln l.ncomæ mav cnrfits frgm l"ncreaeed trênefese,

an increoee ln the wngs rater or a eapåtal. gainl, workång-

tlme may atill be altered. Howtsver, ¿t eannot be agauÌfled

that an ånerease in leJ"eure-tínne conetituÈes an inc¡eese



45

in the J"evet of living.l Fo¡ exemple, lf a person åe

elígíble fer a pensi"on õnly if he ÉBaatsa ta werk and thíe

forced lel.sure is not desi.redr then the wosk-]eåsure ctrÌ¡l-

penent ef the level. sf }ivång wåII be decreased.

[) fdrlLLERrS APPFtAt]t

Incorfie le viewed by Miller et ÊI. tn be tha pri¡tre

determinant Of a famå.tyts eeçnErnlc welå-ba.lng. Therefore

Ên increase in lneeme ls consådered ts lnereaee a fenrilyle

oeonsraåß well-þeLr¡g. Tu the extent that incerne le expendÊd

sn aseets (urhJ.eh Ín this eentext ínelude hotreångr ÊonsuIflÞr

durablæe, savingsu snd pensåon plene), an lnere,qse ån

i"ncçme wlll lr¡cteese the a6sete ctmpanënt of the Level Bf

lívíng.
An :lncrease ån ånsome wíll not direet.l'y s].ter the

basJ"c EervJ.eea compenent of the level" sf llvlng (although

it wll.l diræetly åncraaae the plívete aepeets of such

Eervíoes as edueatd^on and legal EarvåçeE). An indårect

effeot r6fly bÊ envLsLoned lf more eervieee ãtre prov$.ded as

a result of lnereaEed tax eolLeetisnso

Thete is llttle fuapact an eocÍal rnobålíty due tcl

an lncreaeæ ån íncpme. To the extænt that ån i.ncrease ín

lncorne t*Lll åncreeee the reeeípt ef edueEtlsn and to the

extent that edueatÍen íncreaseE soeisl moblllty¡ €lIì

lJt*** Lorlruer
(Tsronto¡ Jasree Leuris

end n4yfenuy FhíIIåps' @
end $ernuel, 1970 ) r p. 55 "
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åncrease in Lneome wí}L íncreaee eocLal mobilítyo An

insrease ir¡ income does net åmply ên åmprovement in political
pasition. l-thnicailyo poli bical positåun cannct be

purchesed, although one wíth rnore msney rnay receive (sr

f eel-s he recei.ves ) better treatment from legislative and

administ rat ive agencies .

As outlined ún pêge 31, an increase in income that

ås stignnatized lsr,'¡ers the status and setåsfaetíon component

CIf the .Ievel ef líving.

ü ) SUMf-4AlìY

ïn genatal , an increase in income ei.luuJs €r direct

ånçr'ease in thsse aspects af the lævel of Living wh:Í.ch can
Jbe purchased* sueh as the fsod and clothing compcnents. An

inerease Ín ineeime directly enahles an increase ån aggreEate

cnnsumption and eaving (as noted ín l¡CIth the appraaches of

the UníteC ldstionnr Report and of Fípping) and ð dÍreet

íncrease in the income sspect of Millær et EI.

linly a partÍal íncrease in other aspects ef the

levæl sf living eån potentially a¡ise due to &n inerease in

i.nceme. Cemponents (of the approach r:f thæ Unåted Netionsl

Report) which are not r*holeIy setisfíed hy Éxpenditures Ín

?-In terms of ecsnomíc theury, an increase in åncome
defines êFr åncrease in utllíty due ts inereases ån cÕn*
ournpti*n or eavíng. For exampl"e, see Níssan Liviatan and
ilc¡n Patínkån, 'f 0n the Eccnorníc Theory of Príce Indexes, ?l

j-ranqmÍç DEVeIs Vol. IX, ruei. 3
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the marketpl.aee Ínclude health, edueation, t:raneportati.on,

and ¡ecreatíen and entertainment.

An Lndfreet pøsitåve (although perheps neglígible)

i.rnpact $ccurs i.n the ease çf other aspeete of the level of

llving as 6 result of an åncreaee ån the Level of incorne.

Sueh componente ss eonditíone ef workr ernployment ef.tuatíon,

social securlty¡ and human fneadoms Êre examples. In

M:i.llerts terms, a eimilar lmpaet exíeta ín the eaae of

sssete, basic servíees, socd.al mobllity, and politíeel

pssåti0n.

The peseibil.íty af a negatåve impact exfsts ín two

çãses. If an increaee ån lei.æure-tåme reEults frawr Ën

åneomæ lnerease and thås increase ln leíeure i"s not wantedn

ft {s a csse of a negatl.ve irnpaet on the }eveJ. of llving

due tÈ En increase in lncsme. If thæ recipient ef the

incraase in åncome feels that åt Ís etågnnetJ.eedn there is

a negatS,ve ümpaet on the level nf !.ívi.ng.



IHAPTIR V

DATA FûiI Í iITTNLAI(Ë Ail[,i{

ïhis chapter describes the data for the fnterlake

Area. Theee data were usæd in the ronsumption exrrenditure

analysi"s af {Jhepters VI and ViI. This analysis iÉ

årnpcrtant fo¡ the discussj.on ef the consunption aspect of

eaeh rsmprnent sf thû leve} of living. The åncome variable

it; defån*d in liectå*n B of this chepter ancl thæ consumption

catægerå*rs are defi.ned in $ee tion ü.

A ) T[5,|R ÏPTTÜi'J üF ÜÄTA

Thæ Interlake Area ås

between Lake blinnÍpeg and Lake

bnundary ûn the northern edge

The populatínn of, the ärÈõ ín

in Table V-Å" Table V*il Êh$h/s

urbanieatisn cless ån L968"

.L}, üUü squarË miLes lr:cated

i'4anåtoba wåth ita southern

of l"ìetropalitan \íinnip*g.I

1968 {¡ras 49,69t aB indåcated

the number cf househel.da by

1-*ipeclfícæ1"1y, thÍs study adopted the definitinn of
the ïnterlakæ Area used in Tlrq Ätf!,g.€.Låke F_es!. ìleta from
the foll-owing i'tural itunieåpfficat Government
ilietricts hrere used r Armstrrng o t3ífrcst , toldwelL o E.ríks-
daleo Flshero Gåmli, GrahsmdaIE, Rockwood, Rosserr St.
Andreu¡s, 5t. Laurent, Siglunes, and vrioodlanris. 5ee i-harles
f. Framínghem, Järnee É\. llaciviil-1an, and Ðavid J" SandnlL,
lhp. IJltçElgkæ . fact { lfinnåpeg: University c¡f Manitoba i
üepartment sf AgricuJ-tural Iconcrnåcs o 197il ) , F. xviii 

"
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TABLH V-Å

FOPULATI$N üF I¡\iTERLAKË - 196ü

Rural

Farm ?8,915

Non-ferrn 9 
" 
385

Urban

Totsl

3ß,3üß

Ig,39u

49,69g

Seuree¡ [harlea f. Franoingham, Jamee A.
l4aeF4illan, end Favid J. $andell, f.h.e
Inter}Êhp, ÍEeÊ (Wånnipeg: Universåty of
l"lsnítobao 0epartment of AgrÍcultural
Ëeonornlcs, 1970 ) , p. 1, Tab}e 1"

TÂBLE V-B

Í\TUli4ËER üT INTgRLAKE HTiUSEüTLÐ5 - 1968

Rurel

Far¡n 5, 917

a fVon*farm 31498

Urban

TotaL

I,4fr7

5,3?5

L4,732

Sc¡uree! Ibid,, pr ?1, ïable 7.
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ûuring the summer of 1,969 the üepartment of Ågri-

cultural Lconomies at the UnÍversity of lt'ìanitoba cenducted

a detaiLed survey clf hnuseholi expendåtuses and receipte

for the f968 calendar year. The methsds of sampJ.ing and

enumerståon are deseråbed ån Sernina¡ an the fvqluatíon qf-

the Planitoba Interlake Area Develonment Flan.2

The population of 14r732 househol"ds was stratåfåed

by munfcipatåty (of which there are 13 in the Interleke

Area) and by degree e¡f urbanizatåsn (rural farm, ruratr rc¡n-

ferm, and urben). The farrfi hsusehslds vdere further

stratåfied by farun size where farms wåth rfiorê than 19 fleres

and lees than 248 were cSassÍfied as emalL farms, fernns

ç'rith E4B to 759 were eLassåfied es medi.um farmso ðnd farms

with 76t er nìÉre åcres ù{ËrÊ classåfåed as large fanrns.

Urban householde brere defined es householcls reaiding in
eenters with e populatinn greater than 350. The category

of rurai- non-'ftarm houeehol-ds íneluded alL r¡ther houeehelds

(that ie, houeeholds which did nCIt operate a farrn and were

not situated in Bn urban eent*").3

[oneequently, Êonsurnption funetíons and [ngel

2J. A. MaeMillen and [. F. Framingham (eds.
T

Ð-e_vg.logrnent Plan ('dÍnn ípeg l Universíty of l{anitobe,

I"Charles F. FramS.ngham, JerneE A " fuiacFlíIJ"en, and
Ðevid J. $andæll, r op n cåt, , pp. xx-xxi. Flrussholds rvhich
cperated farme but were situated ån an urban center h,ere
cleseífåed as farn¡ houeeholds.

iJepartrnent of Agrículturel [conomåca, 1969).



5l

curves fer flve urbani.zatíon çlaeees {correeponding to

emall farm, medium farm, large farrn, rutraL non-farmr ånd

urban) were eetínated. filote that thís íncarperated 6n

impl"ícit hypetheaie that there was ê difference ln houee-

hold coneumption behavisur due to farm size. The stretí-

ficatíon by municÍpality of the urbanl¿atlon claeses wae

taken inte account by using a weighting faetor.4

4Th" sample observetåone wåthln esch urbanizatien
Ersup ceuld not be afmply added ãerssts røunícipaLítfes
beeause the final- ratio of earnple obeervetíens to total
pepulatJ.on braa not the same in eaeh rnu$ioipslíty. ïhe
final æamplíng rati.ee €ire ehown in Appendix A. The
formulee bel.ow show the weightíng precedure for -{o end '{1in the cnnsumptåon funetíonr

dþ
Lg nI.

= nEr Ëi rnj
and

fi¡

fr {r - rn)

dr. =
r,ffi {chj - îh) (v¡.1¡ - lr,)

t3
rE

tîtrj¿r

è¡ l+fr (r fn) Jrr , n ,?
r{*r iliìilTÏT J*¡ tYhJ vhl

Nh
where Hh = ñ* íu thæ stratum welght¡ N¡ ie the total number

of houeeheldE Ln straturu hr snd N iE the tetal number of
househoJ.ds in the Interl.eka Area; nh ie the nu¡nbar sf hsuse-
ho!.ds ln eample af atratr¡m h; fh is the sanrple Heån of
houaehEld consumptåon th of strstum h; l¡ ÍE the sarnple

mÉãn of hsusehold tatal ineome yh of Etratum hí and f¡ * ntl

íe the stratuna sannpJ.ing fractlen" Fer the derivatísn trh

ef theEe farmulae sêe Williarn Ë. Cochrane, $.ege¿Å[g
Techni.Err,es (New York¡ John tdítey and 5one, 1953 ), p. 2ü2,
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A consumption functi.on of the form develrpeC ån

[hapter Ï I Ï t..rÊË est-irnated. Tota]- consurnptinn Êxpendíture

fnr each househald vúas defined as the a*tuel expÊndíture

f sr househsl-d gooele and services ån 1968. Howevero whereas

annual- doIIar expendåtu¡e rn motor vehicles and homeË iE

highty variable hetween years, the cast af private trans-

portatien and the cost ef housing incJ.uded än imputr:d value

of depreciation.5

TstaI l^rausehold inei:me wEs definæd as the sum af

fram nün-human

n¡lh1"ir ,anr{

ths returns from hurnan weaì.th, the returns

weelth, end transi'er paymerrts received frsnì

pråvæte sruÍcæG.

B ) r4tASUR[íqilNT 0F INtúME

Totsl hnr.lsehold incorne {Y ) wÊ!s estimated by summf ng:

1) current Iabour Êårnings (plus return ts management

Sftor the eåse ef mstor vehícles, an imputed depre-
ciatian charge of It percent bras addeeJ te the o¡:eratånE
æxpenses of the vehicl-e(s) for the ealeulatisn sf cost of
prívate tranopsrtation. 5ee tharlee F. Framångharnn James
A. Mac!'{åL1an u end Ðavid J . SandæII r op. cít . o p. xvi.

For the sãse nf tenantso the cost of htrusing vúas
ealculated ãs the sum of the actual rent paíd and the
expËndíture Ën fueI, utilítLes, and repairs.

For the case cf qwner-ocrupied dwetlings, the cset
of hnusing hras taken to be the larger of the opportunity
cæst epproach ( A) or the actr.¡al expenses plus depræeiatíon
approaeh ( tl) .

Approach ¡1: surn nf siN percent af thæ r¡alue af the
hsuse and hsusíng operating expendíturee.

Approach t¡ surn ef clepreciaticn {Írnputed at fåve
pereent sf the veluæ of the trouse), taxeso mortg€gF interest,
repair and maÍntenance (expmndíturæs ãvÉr iå3ßG vdËre aesurned
to be capital improvementel, insurenca, utilitåee, and fuel.
5ee ibid., p. xví.
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f,'or self*ËmFloyed pãrEons) ; 
6

Vl ennuitízed net worth, as defined in thapter III,
T

p¿¡gæ 36;' and

3 ) current ræceåpts of public and pråvatÊ transfers

(such as rnanpûhrer trai-ning aJ"Lor'øancës, cld Egs and veteren t s

pernsimn, family allowance, r,rorknanfs compensetiorl, end

unernployrnent insurance ) .

The neasurement of current labsur (plus management)

earninçs þras especi.ally difficult fur farm hËsuseholde

hecause g

fi farm cesh åncnme deles nut meãsure the t*taL

return earned by the farrn enterprise; and

2) the rnturne te eapÍta1, Iai:sur, and rnanagernent

ãTË ånternråxed"

In erder to ånclude

enterpr.i,se, the caleuLated

åncludes inrputed vel"uBe for

dairy and ptu.Ì.tf,y produets,

gerden, end wosd for fuel.8

non-cash returns to the farm

net farm incorne (exptaíned below)

farm perquisites such flB meot,

frr.¡its and vegetables from &

The separation af the returnæ

6,rot* that income such as dividencis, interest,
property ren'1al, and saJ-e uf assets was not åncl-udæd.

a
'The ínterest ratæ CIf six percent búãsì chosen es

being typåcæI fer the year L968. The l-ife expectancy of
the head af the lrouseheld was cbtairred frum tl-re lominåon
Bureau of Stetistics, Lrev_incisl-êILd _8
(flttawar iJueen f s [']rintes, 1964) 

"

Ê"Fruits, vegetables, c3.othång, and
by the rural non-farm and urban househeLds
åncLuded ån their respective tc¡ta.L incsns

wsod produced
hr6:re aLso

variebles.
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to lebour Énd management and the return to cepltat ie
expleÍnæd below.

ïhia study

income that is used
o

&g!.' Total farm

fallows ¡

plue I

trr

månus ¡

plus I

minus ¡

minue I

equals r

mínue:

adopted the calculatian of net farm

in the Freiríe P¡ovinces Farm Aeeount

hsusehold inceme was caleulated aE

Total tserstinc Receíete

net åncnEeee Ín fnventoråes

net decreEse in Énventsråee

value of preduce used i,n hsme

vslue øf seed purehased¡ grain and supplåer
purchased for resale

feed and li.veeteck purchesed

Erqeç*frsfit (value 8f farm producti.on)

TataL tlperating E*p"n=u"lt

and
Book

gÐepartmente of ÅEricuLture af Alberta and 14anitoba
Univeraåty of Hanítoba, e

(uii.nnípeqr Queents rríntefl-ftrdTt:
tn*-Tha aLlscati,gn of certein f,arm ëxpensê6 between

the fsrm housçhnld and the farm buaånesa preaented sorrae
probleme. W¿th regard ts bulk fueL and vehiele expênses,
the survey enumæratsr hrag te ask far qn estínaate ef the
pereentaqe u6B eccruíng to the hc¡uçehnld. If the hausehoLd
percentage u66 sf the autowrnb.i.l,e tuss not indicated, {t bras
speeífåed te be 66"T pereent. The farm h$usehçld end farm
br¡elnese shsrea of the expenditure for utílities (eleetrleity¡
telephone) were te be ascertolned by the en¡Jmeratsr. Thie
sften wag not dþna and the tatal utilíty expendåture hres
antered sa E farm expênse. Thus the eust sf farrn hauCIing
is biaeed downwerd. ïhe househeld share sf the fer¡n tExes
was ca.Lculated by multåpl"yång ferrn taxea by (I5 + size sf
farrn). Thfs eal"cul.ation wag þased on the assumptign thst
the typieel farmstead ís t5 ac.trea.



equã18;

minus s

equaIE s

minue I

equals r

mínuE ¡

equale I

plus I

equale r

plue s

plue:

equals r
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Returnç abo!¡e Tqt_al ûpe¡atinE,.Expengpg

deprecåat ion ún i f arm ho¡ne ( fa:rm s l"ra¡e )
buåIdings
rrachínery

Ne! Fgrrn EarníngE (return to ferrn famåly
for labour, managementn equity ínvestment,
and borrewed capítal )

interest peí¿Il

f,le$ Farm Incoq!.p (return to farn fernily for
labour, rranagement r ând equity ånveetnnent )

Lnputed return to equity Ínveetmentl?

fteturne to l-sbsuq.qnd SenaqFme*njL

non-f€tm earnpd inceme

Farm |lqu,Eehold Eqrtgd lrJesme

transfer fncome

ennuitlsed net wortþr

.I-ELal Fqrm HousehoLd Income

[] CArEGüfrIZATIüN ÐF TüTAL üüNSUHPTI0f'¡

ïhe total eansumptlan expenditure wss dåvided into
categeriea on the bseis of two guådeli.nes. tetegeriee that
tdere rçletível.y independent (tnat ía, categerÍes in which

the expenditutre !{6a not largeJ.y determined by the expen-

ditr¿re in anether eetegory) were required, Categoríee that
ecncærn eígnifi.cant aspaetr of the rever of tiv:ing were

III* brae aseurned that one-thlrd
payments Bn a houEe mortgage hras E farnn
and two-thLrds were ê hsusing expense.

t2fnÍ* vaLue was celculated by
Ef farm net wosth.

ef, the ínterest
busi"nees expense

tekång Eíx percent
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deeired. The expenditure ån eech category HaB then treated

as the dependent varíable in the fingeJ. cuf,vê functåsn,

Ëngel curves far the fsl.l"CIwing eategoråes sf con-

sumptÍon expenditure wera eetinrated¡

1) ¡oç¡s-produced goclds--household value {as eetÍ-
mated by the reopondænt) of the folrowing ¡s¡¡6-prõducEd

goods in 1968r beef, pork, chicken, fish, other meat

produetso çrålk, creêm, butter, rheege, eggsr gärden f¡uits
and vegetebles, honey, clothÍngu and wood.

2J food--houeehold expenditure in lg68 fer meat,

peultry Ênd daf.ry praduetæ, fruite end vegetables, græin

products, sugår produets, and non-alceholíe baversgee.

3 ) elcthing--hausehold expendíture tn Lg68 for
eloth5.ng, f sotw*ar, yard goode r and text j.Les,

4 ) pr.rblåc tranepnrtatíon*-householrJ expenditure ín

:.968 for the non-r6creetåonaL uËe of pubr.åe transportatien
g Érvåce6 .

5) privete transportrtåÉn*-househs;"d ahare of axpen-

dåture in L96B for the operatånE öxpËnaes, license,

insurÊnce, repalre, and depreciat$"nn ti.mpr.rted at tB percent

of value) of privatelV-or¡ned vehíclae. (It bdêls aseumed

that vshfclee ptrreheeed {n 1968 hrerer owned for one-hELf of
the year and they þrere thus depreeiated fss one*half af the

year. )

6 ) aLcohol--household expendåture lrr fg6B fer
aleshoLåc bevætragea.
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T) tobacccr--hc¡usehold expenditure in 1968 for

t ohacco 
"

B ) educatåon üncl reading materials*-hr:usnhotrl

*xpenditure in 1968 on tuition fæes, rrom and board when

att*ndíng school-u and schnol- suppli"es, ¡:lus expBrìdåture

'f er rnagazines, bonks, and nabrspaFBxÊ "

9J ¡'nedical--househa.l.d expenrliture in 1968 ün

rnedical and hospåtaI insurance, medi"cal- and hoopiteJ"

expænses rrot covered by insuranee {including dentiet and

optonretråst ) and drugs "

Xt) hûusÍng--the calculatiorr af cost c¡f housånç

r,,iäs nxpleíned in fpotnste 5, page 5? of this chapter.

IL) househeLd equípment--l-lousehoLd êxpenditure ín

:-968 far furnitureo applianËes, drapes, and ruEs.

12) recreation end e:ntertaínmænt--househotd EXpÉn-

dåturæ in f968 fos items such äs vacatíons, hohbieso

movåes, dances, and hunting and fishing expenses,

1"3 ) ather eervices and supplies-*household Éxpen-

diture ån 1968 fo¡ rníscelleneoue items sueh as meals

purrhased outside the home¡ cl.othíng and irousehsld cleaning

servíces and aupplåes, toiletries, and gifts"

L{j room and board--expenditure in 1968 by a wage-

eãrner ån the farnily fsr room and boarcJ outeide the hume.

TotaL consumption u'rãe eelculeted by eddinE the 14

cateEoriee together. The results of the tngel curve

anaJ.ysås for these cetegaråes ñre detailed in Ëhapter VI.
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RTsULTs

Thi.s chapter presents thp results of the eonsurnptíon

functåCIn and Engel 6utrve relati.onshfpe fo¡ the Interlaka
Area, Theee resul,ts afe diseuseed ín relation to the GBr!-

ponente of the J.evel of J.åvíng in thapter VII.

As sn introdustLon ts the nature ef the expendlturo

pattern in the Interlake Area, Table VI-A shora¡s the percent

of househeLds wlth expendåturfrs fn eaeh cetugory.I The

percent e¡f households reportång rrorÍr and board expendåturÈs

b¡ae very enrsl} r*håeh suggested that e meeníngful Ëngel

Durve aennÈt be eatimpted for thåe category" The rural
nsn*fÊf,m group has a relatively lenger number Ef householdE

belng supported by s rdËge-eErner who ìi,ved eway fron homE

fs¡ ðt l"eaEt part of the year.

The pereent of househelds reportf,nE expenditure in

the publlc t¡ianepþrtsti,6n eategory ie aleo lo¡u. Agafn,

lÏ*bl* VI-A also ehaws the percant of heusehslds
wåth posítfve ihcorne valueE. ln the case of tstal" eerned
i.ncsme for the farm eategories, the table shows the pereent
nf farrne with a positlve val"ue for the surr ef the return tg
Labour and manaEernent çaLculation ønd non-fårm earned lneo¡ne.
TCItal earnerj Lncone for ruraL non-far¡n and urban hauseholde
sennet be nêg6tLvs, by definitl.ar¡. Thereforer s non-
pÊEltivÉ reË¡psn8EÈ åndícatee a eato response r+híeh pnintn
sut .ùhat the íneorae reeeLved by theae rural non-farm and
urban households consisted sf transfer payments and the
retu:in frsm non-human ¡'leaLth. {RecalJ. that totel earned
j.ncorRe ineludeE the value of home-produced geods.)
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PERCENT TF
Pü5 IÏ IVE

ÏAELE VI-A

HI]U5EHÜLÐ5 IN SAT4PLE K'IÏH
RËFLIES BY CATEGORYs

5mal.l Medíum
Farm Farm

Rsre1 Urban
Non-farm

Large
Farnr

Home-Froduced Goods

Foed

Clothing

Fubl.ic ïransportetJ"on

Private TrensportatÍon

AIeoheI

Tobaeco

Éducatíon, Reedíng

Medleel

Flous ín g

Household Equiprnent

Reereation, Entertaín¡nent

tther Servicee, Suppli[es

Floom and Board

TotaL Earned ïnËnme

Transfer Ineome

Annultized Het fdorth

84.4

99.0

99. B

29.2

gg. 6

69. B

66."1

9S.8

95 .8

Itt.0
74. B

65.6

99. B

?.1

87,?

99.6

Ln0.0

2'1 .4

98.3

73, L

6l.I
91. g

97.9

18Ð. E

79.2

79.5

L8ß. n

n.g

93.6

108. B

lüt,0
38. e

108.0

81, t
54 .0

93,6

99.2

IOE. O

81.8

Bg. g

18F"0

?.4

6l.l
77.8

IA0. n

Et 7J¡. I

95.6

1ú8.0

41.1

60. 6

62,2

56.'l

öJ.J

95.6

95.6

57.8

Tff. 6

10CI . tl

8.3

43,I

98.6

99,5

36.-l

77. 5

74.3

72 "5

93.I"

95,ü

99.5

72,.9

82.6

10t. û

3.?

71.9 65.4

68. g 69 .2

99.t 10t.0

g2 .2. g?.1

81. I 8t.7

98.9 gt.6

tThu** pæreentaqËe ehsuld not be stråctly applied
to the ïnte¡lake Area because the relative differenees ln
the sanrplf"ng rstío fer each munieipelíty have nst bæen
takan ínto sceount in this table" Fo¡i the finel sample
slze by munícfpelíty, eee the appendix.



rneaninEfur Ingel curves h/ere not expected ín this categery.

fiub-låe transportatíon servíees ín the Tnterlake Area

cnnsisted sf buses ancl taxis ån 1968.

Table VI-li presents the est,imated me¡an val-ue CIf the

variables r-.lnder Ëúnsíderation. The e$tirnated mean CIf toteL
earn*d income for the farrn grrups decreases as farm såze

increases" Thie ås låkely due to the fact that ën åmputed

return tn capåtaJ" {whåch increases as farm síze incræases)

\das suhtreeted frorn net farm income ta obtain the returns
'bu lebour ancl manegement.

Table Vi-ü shclv,rs the resuåts of the eetimated Èorr-

sumptåon funçtions. The coefficient essnniated with the

íncorne { Y } variable ehaws the Lnerease år"l househal_d

aggregate cansumptian expenditure that weuld result frem

a unit increæse j.n incon¡e. This i"s the nrargina.t prnpensity

tn cÍ:nsume which waË defined an page 33. The coef,ficient

assseåatmtj wíth the femiJ.y síze (ttJ} variabLe shûws the

{ncrease ín htruseheLd asgregate consumpticln experìeliture

that woul"d result frorn a unít increase in famity sízË.

Fsr example, ån the rage of the smalr farrn houeehold, this
function predåcte that an inerease in aggregate consurnptíon

expEnditu¡e CIf Íþ37.94 will result from sn increase in

family size sf nne person fsr ane month.

The Fi2 sr coefficåent ef deterroínatíon åndåcetes

the preprrtion nf, the variance ín totat eËnsumËtian {i:)

expleånæd by the línear infLuence sf incorne (Y) ar¡d famåry
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TABLE

MËAI{ VALUE ÜF

Vg-B

VAR I ABLESA

SmelI
Farm

Medium
Farm

Large
Farsr

Rurel Urban
Non-f errn

Hame-Produeed 420.ü7
6c¡ods (2 .62)

Food gI3.Zg
(5.27)

tlothíng 326.88
( 2.32 )

Publíc 25. e8
Transportatíen (0.5S )

Pråvet w 2Vg,I7
Tranaportation (,2.gIJ

Aleshol '13.77
{r"12)

Tobecce 116.l.?
(1.e9)

Education, 44 "16Feadlng (0.4S )

l'4edieal 184 .40
(2.92l.

HcuElng 606.31
(s.az)

Household 167.23
Equi.proent (3.92)

Reereatíon, 9I.56
Entertsinment lr?..?.9)

üthee ServÍces, 366.5b
Supplies (3 

" 3g )

Rçom and Boerd 33.1-2
17.'ggl

TçtaI 344T.96
Cansunopt ion ( 2g . 03 )

399.45
(1.40)

g4l,2g
{ r,77 )

379. ?5
(r.r¿)

I?,.22
(n"t8)

344.58
( 1.35 )

66.L4
( B.4t )

90.55
{ t.45 )

89"59
( t.2ß )

204.3I
(t"64)

562. r5
(1.66)

173.5ü
( 1.26 )

97.53
{0. 86 )

36t. g5
(L.88)

5 .13
(a.22l,

3625.59
( 6.59)

469,93
(2.70)

942.87
(3.72)

433.32
(a.24)

16. E6
{8"32)

365.25
(2.e6)

rû4.27
U,.29)

70, 95
( 0.73 )

65,08
(1.49)

?2L.96
1r.22l'

624.98
(3.48)

156.57
(1.74)

r47.74
(r. 55 )

376. l5
( 2.58 )

2.3.97
(1.09)

4tLg .67
(13.48)

69.94
(t.70)

826.34
(3.48)

285.22
{1.9r}

27.76
ln i? ìts.ee,

414.32
(2"93)

r17.85(t"¡t)
1t8. r3
(1.t0)

51. 17
(7.63)

176 .41
( 1.87 )

703. L6
(?.56)

L23.74
{ 1.65 )

14r.14
(2.61)

34 7. 75
( 2.86 )

47.94
(8.96)

3448.69
{t¡.ee)

51. e0
(t.49 )

L237.2L
(3.46)

395.56
{1.66)

3T. OI
( 0.39 )

496.44
(2"08)

107.44
{r.2t)

121.63
{a.68)

1??. gs
{¿.ü6)

2?g.Lg
(ü.79)

r?,28 .69
(4.r.5)

lg6. 15
(r.36)

275.29
{1.5r)

5G6.4¿$
(2.53)

29.47
(0.40)

4969.56
(13. E7)
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TAilLt Vi-1-l { esntinued )

5m a1l"
Farn'r

Íle dium
Farm

I ptrrø

Ferm
iìural- Lirban

ftjûn-f arm

Tntel Iarned
ïncome

Iatal Transfer
ïneorne

Annuitized i'let
!v'o rt h

Total ïncc¡me

FarniJ-y 5åee
ittpersrn equi-
valænts " )

1423.68
(r5.43i

442.18
(2.93 )

3623.47
(tü3ct.85)

5489.27
( r.8 " 84I

47.47
(û"11)

l-934.31
(40.18 )

436.62
(7.89)

¿J¿J . ób
{,22 "95)

4714.8n
(sn.30)

37 .49
(ti.26 )

875.36
(47.83)

42L.97
(4 

" 83 )

5252 .66
(28,t6)

6549.89
isl.56)
qn I B

{û.20)

3034 . û1
(2ü,73)

915.96
( 5.95 )

r.073 " 66
lt 

^/\t I . ub /

5023.63
(?2.3?l

32 " []5
( 0.15 i

5L2B.29
i23.39)

743.58
{5.4Û)

L34t "77(t2.64)

77L2.64
{?7.64)

43.14
{Ð. 12 )

aStandard deviatiüns of rneans are in parenthesÊs.
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ÏABLE VI-[

üüFdSUMPT Iüf\' FUrd[T itN¡]a

constant R2

:}MAII
Fsrm

PIedf um
Farm

Large
Farm

Ëlural"
Nrn-ferm

Urban

lzl3.74
(2A8.14 ) *{É

?û37.89
( tB7. 58 ) **

2?56.A2
( 312.62 )''t*

523.89
( 204 . 44J **

943.31
{r8ß.J.4)ì+r*

û "rTz.2
{ 0.0285 ) x*

0.1565
(t.8I95)lË*

t.a746
{ 0.02}4 )

t.3322
(o.o2g7)rr*

t 
" 
4oIe

(8.0146)'r*

37.94
(5.52)rf*

15.37
(3.?4)**

31. 94
( 5.53 ¡ **

38.94
(4.34)**

¿8.55
( 3.27 ) **

n.64

û. 32

t.3"6

t.6g

8.84

astandard BrrE rË sf estímate
**Regreesion eoeffíclentç are

rnÉ percent leveL fsr the onæ-tailed

afÉ in parentheBeE¡.

ai.gnåficant st thentn test.
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The hypothesized ccnsumption functisn explained

the largest smsunt of the variatisn in totaå cansumption of

urban househÐLds (R2 = Ü.84). The RZ ìrúas Lower fsr medium

and ïarge farm hst-¡seholds than for tha urban hcuseholds.

The marginaL prupensity to cßnsume fer the farm

grÕups (less than 0"17) wae low rel-ative ts the nan-farm

grDups (greater than t.33). This was hypothesj-zed to be

the Êêse due to the cornpeting factor of farm business

investments. AnÈther season for a rel.ativeJ.y lc¡n ferm

hsusehsl-d marginal plûpensity to Ëonsume lìrãs that a cal-

culated current farm incorne Häs not a signi'Ficent deter-

minant Ðf farm household consumptì.on expenditure. ThÍe

r{as likely due to the faet that farrn incarnes tenrì to vary

csnsiderably between yfears. Thus the calcul-ated net farm

incorne for er single yeêr tended to be lees csrrelated with

hnusehold consumptíen expenditure" Therefore, the

importanee ef åncomæ fer predícting farm hcusehold ceñ-

sumption tended to be lees than for the non-farm hËuseholde.

Thus in terme of Keynest hypothesis, the ürÍrre

va¡iable (tnat is, the lesa stabte) tfre income (and also,

the larger the farrn size), the sma]ler wes the arnount af

the vãriance of consumption expl.ained by current fr'¡come.

2J.
irisüraw-Hl".Ll

Johnston, Ëcs@ (t',lew York¡

" L9631, p. 31.
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The margínaL prepensity to eonautns rrúErÉ grealer than zero

but lese than one for all urbanizatånn groups.

The results of the [nge1 curve analysis är€

preeented {n Tablæ VI-B. As noted Ín f,hapter ÏtrI' pege 4L,

the functåonal form ås doubLe-IeEarithmie and the eoef-

rfleíentE can be read dÍreetly ss partíal elasticities.

Taklng the food eategcry in thæ snnall ferrn urbænizatåon

grtrup as an exarnple, e one percent åncreaçe i.n total ccln-

sumption expendåture (C) wi"ll. cõ¡u6e a 0.58S3 pereent

Lncrease in foed expenditurts. SlrnLlarly¡ ê e¡ne pereent

ínerease ån fennily elze will reEult l"n a O'5434 percent

increaee ín foed expenditure.

As was expeetæd, inaignífícant €ngel functisns þúêre

obtaínpd for the rðom and boerd eetegory and fur publåc

transportation.

In genaral, neíther the total expendi'tute elaståcity

nor the famí.]-y eåze elasdleity eemaåned Oonstant â8 the

degree of urbani.zation changæd. That is, dåfferenees in

consurnptlen behaviour betueen urbanJ.¿atlon gl{tqps ù{stre

prevalent. In fEct, only the totsl. expendåtr.lre and famåLy

slze elsstlcitfes for fsod, the femily Eiae elastícíty for

hou*ång, and the total expendf.ture and femíIy síze elas*

tåel,ties for the reelduel eateEory (sthe¡ servícee and

supplåes ) eho!úed no rnerked díff erencee betweEn the varåËus

degrees of urbanizat{sn.
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T,4BLE V I-D

Ef"iËEL tut-tvE5e

esnstant 1og C log fd p2

Home-Produced üoods

Smal-I
Farm

$4edium
Farm

Lerge
Farrn

Rurel
Non-f arr*

Urben

Foad

SmaIl
Farm

14edium
Farm

Large
Farm

Rural
Nnn-farm

Urban

4.0583
( 2.3175 ) *

-t"2419
( 1. 6BCIB )

-1.5875
( ]. 9533 )

0.6L77
(1".859ü)

3.62]'7
(1,7412)"

I,2775
(û.89t6)

t,1fi55
( 0.4?19 )

-t],0157
( 0.4132 )

0.5980
(8.9861)

0.6ü38
(0.3112)*

-1.2748
( CI.6157 ) "

-0. l8l8
(f1"4563)

0.8t35
(0.5L4ð)

-9,6227
( ü, 5069 )

-1" 3675
(0"4413)**

0.5053
(0.2366)*

0,7lB7
(t,1145)i${Ê

0.785r
{.o.toB9}*f

t.227?
( t. 2688 )

t,5247
(t.c7e9)**

L.4287
(t].5Bgg)**

1, B7U9
(ü.307t ){trr

t.6663
(0"4u49)

L.5900
( ü.43'r91"""

1.1754
(t,42åg) **

t.5434
(E .22671x?É

B 
" 
1413

(u.u77L)"

8.. Ð808
(0.û857)

0.9220
(t.23?3)¿ër

0 
" 

3029
(ü.t767) r**

t.0 6

t.16

ü.09

0. üg

ü, t5

t.28

a,z7

0.43

û.2t

0.4¡.

avalues ín parentheses are etandard errsls of
regressíon eoefficlentB.

*Regression eseffåci.ents ars signlfícant at the
five oercent l-eve.L for the ene-tailed ntfl test"

**Regressíon coefffcLBnts are signifíeant at the
one percent level for the ene-tailed rrtrr teet.
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TABLE VI-n (contínued)

constant 1,:g t log f,i R¿

ÇIqthjrg
5m411 -0.971I ü,5454 0.941Ü t.49
Farm (0.s1"89) (il.2176)+* (0.2084)r€)s

Í{edíum -I.6326 1"n249 0.3n98 Ü.57
Farm ( 0.30Li. ) -'É+É ( 0. u817 )Jûrr ( a. ns5ü )i+r*

Large -L.5773 l-. Ü25ti ['].2Û21 t.64
Farm (û.4{l¿6)** (r1.1066)oo (n.ng39)*r*

iiura-I- -L 4t94 ü . 9024 ti " 404 3 A "72
ii¡on_f arm ( 0.3Igg ) +rç { 0. tgTA ).}6iÉ { n.07Sq ) **

Urban -2. 8366 1.3397 t .244? 0 " 55
{ il.4 709 )"É'+ ( û, f 193 )oo (n 

" rr6il )rê

f¡tþl+c Ï ran sp pÐþ q:Þ :Lqn

SmaLl -Z"t46g l.il779 -l.lt87 ll.t4
Farm (?..2454) (CI.59 66)" (0 

" S7L6)*

þledium -0.7517 0.4478 -iJ"5427 t.02
Farm (1"3n99) {n.3556) (tt.2393¡v'

Large -0.8ü49 t.1910 Ü. U9LB 0.0Û4
Farm (1.gg2Z) (t.4961) (0.39û2)

RuraL 1.8352 -ü. 5S7? 0.2II2 0.808
Non-farm (1.7452) (0.4758) (0.41"11)

U¡hen -t. L2B0 0.4?81- -0 .1377 0.0CI6
(t.6tl2) (o.4BB4) (ü.3969)

Private ï¡ansportatíon

Srnal"I -5 .2455 2 . l-0 B 6 -A .Û226 iJ . 3 B

Ferm if.Ag2B)*rÊ {0.3939)o* iu.3T74)

F4edíunr -2 . 28t 6 L ,4L?4 -t "2t44 û .24
Farm (n"6171)"" (0.1675)"* {0.r127),É

Lerge ,0. ü770 t.7818 -t.2?95 t.IO
Farm (Û.lyr¡) (ü.2s86)** (U,.164n)"

fìural -1U.7316 3.903ü t,46I2 t.51
i,jon_farr.n (1,6864)+" (t.4Sgg)*r+ (0.39T2)

urban -18 . 7 662 3 . 8452 -0 . B2tL 0. 30
(1.7518)+* (n.444ü)ru* {û.4315){Ë
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TABLE VI-D (continued)

constant log C log iú lì2

Alçghel

Smalr û.4t36 -0.1641 0. 8163 1l 
" 
t?

Farnr G.924?, (rl 
" 7769 ) ( t. 7444 )

F'iedir¡m -3.?978 2.339t -1.1619 ü.14
Farm (t.486A)** (ü.4U35)** (t.Z7Ib)n.,*

Large -6.5950 2.65t6 -0'9t37 n.ll
Farm (2.5732)*r( (0"6782)#r+ (n,S¡34)+*

Rura1 -6.772t 2.7üL6 -1 "lü72 D. 14
f.lon-farrn (l"94g4)"* (û.s312)+6* iu.¿SBg)**

Urban -6.4439 2. Û989 0. tiL64 0.18
(t.5268)rç* {il"3BT0i+*.++ (ü.376t}

Tobaqqo

5ma1l" 2.1988 -1"46L0 2"7t74 n.Ll
[:arm (3.2846] (0.97A6]* (O.A:61).10.!+

tjledåum -4.7271 1.6835 -t.II94 tl"Ü5
Ferm (l-.8823Jx+ (0,5}1ti)'¡tl+ (0.343ã)

Large -3 . 6985 1.1669 Û.2815 fi. []4
Farm (2.BI7L) {t.7425) (0.584n)

Fìural -?.5t69 2.2t29 0.5836 A.24
í\ion-farm (1"9¿64¡xx ([.53il7)*(.+É (n"4585)

Urban -T .L628 2.I99A Û.3324 t1.21
(t.6t84)*rÊ (n"4lUA)*rú (û,3986)

fducatinn" _Readinq

Small -2.ß954 t.7798 t.4171 ú"23
Farrn (r.I743)* (0.3.12t)** (Ü.2989)

f{edium -6.3339 2.üLZ7 0.3646 D.24
Farrn (1.08a7)*u* (n.?.944Jx#- (ü.198L)*

Large -4.769I L.46Ì8 t"564t t.26
Farm {L.4042)*'* (t.370L)r*rÉ (U.Z9II}#.

Rural- -4 .4L4t 1 . 83 54 -t ,6t4î) t "??l{on-farrn {1.CI70ü)ru* (0.2917)l+* (t.252t)lËJe

Urben -4.199T 1.5162 t.5196 0.40
(CI.79 62,)"* ( n. ZDIg )x.* (t.1961) *r*
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TABLE VI-Ð (csntinued)

constant log C
I ^.., " 

O2J.tJg l! i\

14e ciieal

Small -4.7440 2.L1,76 -0.38t7 t.3l
Farm (1.5443)rÉ+r (0.4i03)rÉ* (t.393r)

f4edium -2.2591 1, Lülû û.3?96 û.24
Ferm ( n.. 6606 ) ** ( t,1793 ) +l0 ( 0.12t7 ) **

Large 0.4958 t.?.?L4 t.5691 t.17
Farrn (t.8326 ) (,,1.279+ ) {û. 1726 ) **

fiural -8 .9473 3 .39L2 -ü . 73 94 l) ,42
¡rton-farm (1".3267)rr* (ü.3617)o* (U.3lZ5)ùt*

Urban -3.û686 1.4382 -ü.0?38 ü"25
{0.8357).n(,* (il.ZIlg)rÉ*u (0.et5g)

l'Jsu s in q

Small -2"1733 1.4897 -û.2437 ü"5I
Farm ( 0. 73i15 ) +6# ( t.1941- ) ** ( ü. tB60 )

lJierjium -n.1528 n.775? t.0545 û.26
Farm ( t. 3 699 ) (û.1004 ) ìF'¡+ ( t.0676 )

Large -l-.7447 L.3596 -n"2572 ü.4û
farrn (0.627I)*.'* (O"t6Sg)*" (0.13t0)*

Rural f1,CI701 t,591-2 0,3524 0.13
f{an-farrn (n.969¡) (ü.2643}* (ú.2283)

urben *û,4267 û.9243 0.8406 t " 55
(t.2929) (0.9t¿a)*rÊ {t.û122)

H q,qF e.l:r o L 4. I q u i pm e¡t
Ëmall- -2 "894t 0. 1669 2.3954 t.20
Farm (2.95t8) (ü.7S4n) (ü.7512)FJ(

ljledium -4 .3449 1 ,4992 t.294 3 ü.06
Farrn (i""8J.57)**s it"4929)+* (û.33L7)

Large -3"4536 L.7L94 0.3884 U.07
f:arm (2.4489) (n.e454)* {0.5n76)

Ílural- -6.4516 1.9868 0.34tlL ü.16
fJnn-farm {2't}574¡*x (t'561Û),u* {n'4846)

Urban -8.7L35 2.3850 t.8971 ü.32
(l"blS0)r+* (ü.394ü)#'¡6 (n.37¡Zlrur*
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TABLË Vl-il (ccntinued)

eenstant leg C Iog N R¿

Recreatjþn . Entertai8me.nt

Smatt -4.8646 4.9441 L"6747 Ú,22
Farm Q"6653)* (ü.7t8L) (û.6785)o*

l4edíum -3.8274 t.5tl67 -U.I263 t.06
Farm ( f " S¿ T6 ) {êuç (0. ¿ZOi )o." ( ü. Z8ZT )

l-arge -3 ,7574 I . 13 79 -t . 7I8I fl . lE
Farm (l".ggB7)rÊ (n.SnO¿)** (U.3936).,6

Rural- -9 .62.92 4. í1087 -7-.1989 [.31
f{sr-r-f arm (1. 66û2 ) "++ (1. ¿SA6 )** ( ü.3 91Û )*o

Urban *11.3569 3.7991 -CI.5541-: O.47
(L.27CI4)"'rF (ü.322U)*'16 (ü.3129)*

üt hËtjpr-våqee " Supql;LF

5ma11 -1.3L86 n"9877 fl.L657 t"30
Farm ln.96ZA) (i1.2557)ou#' (t.245t1)

t'"]ædLum -2.565T L.457I -0'0887 ü.55
Farm (t.3432)*l* (il.üg3Z)r+tÉ (ü.0627)

Large -2.1469 r.3414 -t.I22? 0.45
Fa¡m {B.5tB7 ) "',s ( ü. 1552 ) rç* (t.122U )

fìuraL -L.4t97 t.ß495 Û.ü8Ð{.r 0.56
t{on-farm {u.3988}** (0.I087)n# (t.0939)

Urban -2.1353 1.3319 -ß.Iilts4 n.64
(t.3281)r*-¡+ (il.n832)** (U.ü8tB)

Rsc¡r¡l and* Hpasd

Smal"t -L.3991 il.5754 -t"7469 t.t8
f,arrn (r,ü564 ) (t.28Û6)l+ {0.2689)r*o

l4ediunr -U.4655 0.0376 -0.1495 0.ü2
Ferm {0.41.39) (0.1:"2¿) (0"U756)ìç

LerEe -ü.8995 Ü.0657 n.0901 t.nt4
F-arm (r.1429) (n.3üI2) (Ð"?3('9)

iìurel- -il. B586 ü.569t *1.n155 n.t7
Nan-farm {L?]24) (t.33u6)* (0.2856)'fÉ"

UrÌ:an -ü. 53tg 0 ,n577. -0. 1t69 0. CIts
(tJ.4122) (ú.1044) (i1.1ü15)



7t

Hsuthakker3 noted tÌiat the partiel elaetJ.eity fsr

famíIy sizæ Íneorporates two di.fferent effeets. The

if specS.fíerr effeet denstes the increase in eonsumption due

ts the ínereese in need caused by the lncreaee ån famíly

såze. The other effect, metaphorícelly termed by Heuthekker

as the ninçcmetr effect, denotes the fact thet an inerease

in famíIy eize makee eeeh fam!.Iy merabar relatively ponrer.

For exernpler Bh increace ån femily eize rnay lnrerêasæ €l

hsuseholdre nneedí for, gaVr cJ.othíng but the eåmL¡ltaneoualy

atising nneædn f,or more faod may force the høueehsLd te

*pend lese for clothing On belance. Houthakker also nsted

thnt sLnce thç famíly såze el"aetåeíty ås ê partíal æLt&*

tf.cíty, it Íe aseurned that tstsl expendåture i.e nst altered.

Thus the total effect of I change in farnily síze on aLL
n^

expendíùures rnust be zetrú (ttrat is Ær(írt cí = 0). tonse-

quently, not all the farníly el"ze partiel eLestieitiee oÉn

be posåtive' notr çan they ell be negative"

There are few sther estånateo of el"aetÍcfty by

eonsurnptLon eategory wÍth which tu csrnpere the results of

thie study. No etudiee wÉra for¡nd u¿hích provlded å rurel-

urhan comparåeon.

Hsuthakker4 undsrtook sn internstl.onel eomparåson

3l-1. s. l'{outhakker, ff An
Flousehold Ixpendíture Patterne
nf Engelte Lew,o .Eggåg&.Éåågg,'
1957), pF. 532-551"

InternatfonEl Eornparison Ef
, CornrnËrnorstlng the 0entenaty
VEl. 25, t{o. 4 (ûctober,

4-. ,.IBI-9.
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nf household expenditure patterns. He considered only foodt

nl"nthing, hr:using r end all. ather exprenditur.Ês. Hæ cnnËJ-udÊd

that the partie.l elasticit¡' of fsr:rl wíth respr:ct ts t¡tal

expenditure iE¡ epproxímateLy t"ú, cl.othing ie appraxåmeteÅy

l.?, and har-lsing is approximately il.8 " Ïhe pärtíaI *.las-

tå*íty sf foocJ with respect to famå-T-y siee ås apprcrxinietely

0.3 and abaut zÊ.rû for housång Ênd clcthíng.

The date f or tlouthakker t s est imates f nr ilanada TderB

çbtained frcm a survey by the nomínlon Eureeu af StatåstLps

uf urbæn hnusæhr:lrls in 1947.5 HÍs results for tanada weræi

i1-æ"c-tåql*-gå-e-sliq=i.t-v,

Fæ*d

tl I ot hJ.n g

['leusånE

Tstn-l Ixpendíture

t " 6¿17
(Ð"rnB)

'r ??7
{fi.092}

1. I14
(il"n43)

Lani-b¿ Så¿q

t.297
rc. rfl7 )

-u " tLlt
(ü"nBL)

-t.44I
tr.ü38)

'rf,anadian i\icn-farm
Faper ÍtJo" 42r"

Thæ urban tCItaI expendåture paltial el.astícíty for

fr:od Ín the Interlake Ârea ln L968 was n.5247 and thæ

f amÍ-ly s izæ ¡rartial elasticity r''raa Í-1" 3t29 Thesæ ( espt; cially

the l-atter) Lìrer. Ê remarkably close ta Huuthakkerf s estírßates

far 1947. The snial,ler tatal ËxpÐnditure partíal elestfcity

ån L968 cCIul-d bæ expJ"ained by ilre feet that total cün*

suinptÍon íncreased by more than food in the intervæ1 .f 947

5üsmånisn llureau of $tatÍst Ícs,
FamíLy Ixpenditures' 1947-48, Éeferenee
{ nttewa i Sueen t s f}rinter, June, 1953 ) .
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tcs 1968 and thus food beceme leae importent in the house-

heLd budget.

The urban total Êxpendl"ture parti.ãl- elastieíty for

clothíng in 1968 w6$ 1.3397 Thie wÊs nearly ådentíeæI to

Houthakkerts eEtinrate for urban Cenadg ån ].947 sf 1.337

f{nwever, L{outhakker obtaír¡ed a negatåve famíly slze partial

elasticity (-Û.Lt4) whereaa the 6amB elaetícity fot the

Intærl.ake Area in 196Ë w6s poeitåve (0.2442). In factt the

fanríty eíce partíat el"estíci.ty fsr clothing wae pËsítive

(and sígni.fieant) for ÊlL urbsniuation grgups in the Ïnter-

lake Årça. This suggests that the ttíncomen effect was

Iarger than the 'rspeeåfÍcr¡ effect (see P6ge T1) in L947 but

that in L968, en íncreaae ån famil'y size alluwed an increaee

ån ExpËnditure 6fi cLothÍng (thst is, ft díd nËt force a

raductj"çn ín the expendi"ture on cJ'athfng).

The total expendíture partíal elastíclty ef, hcueing

ln urb6n tanEda ln tr94? t¿as 1.114 Thås doea nnt díffer

nnarkedly frorn the eeti¡rrate (i1.9243) e¡btained fer the urbar't

grsup {n the Interlake Area for 1968. The slight decrease

could be explained, ãs in the Gase sf fcod, ae the result

af en lnareæse in totsl consumption and thue the exptsn-

dÍture En houeång has become reJ.åtívely less ítnportant"

The ferriLy så¡e pârti.ê1 elestieity was negetíve (and

sJ.gnlfleant) ån I94?. However, thie e3.eståclty for urbsn

househol.dE ln the Interlake in 1968 wae not sågnifícant

fror¡ zero. Thus tha ¡eletlve lnpertnnoe sf the frincÈmetl
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effect te¡ the rtspeeífícft affeet has decreased since 1-947.

schrn¡eítzer6 has recentry completed a tirne-series

analysis of personal consunnptåon expenditures fn tenada for

the pÊrícld 19¿6-1975. He celculated total exFËnditurE

elasticåtiee for nsny catøgories sf cnnsumÊr expenditu¡:e.

His resu.lte for categnrÍen which arË eompareble to cate-

Errles sf this studY ëre¡

Ëateeorv To! at .Expendå.tgre F-l,gqLicit t¡

Short-runæ Lono-run

Food (exeludinç
all beverages)

Alcshol.ic Beveragee

ïebaces

Flen I a [l-othång

kremen I s tlothång

Foc¡twean

fntertainment t
[i ecreatl.øn , and
CultureL liervices

obt aÍned

obt ained

tsbacce

.Ç

F"34

0. É8

0"e2

1" 95

T-.17

1" 19

t.83

L966

0.43

ü. 90

0.23

7.49

1.1þ

1. Tt

1.19

t
ü.39

t.94

9"66

t.1.4

B. 76

0.12

1.07

L966

u.4I

ß.96

t"6B

N.LT

t"75

ü.1ts

l. 54

The totel expenditure øIasticítiee for fesd

by Sehweítzer falI wlthin the rångæ t.2272-t'7Bgl

for Interleke Area households.

The total expenditure eLeståcities for elcshol- snd

ån the Interlake Area ín f968 were cüneíderably

6-,Inomas T. Schweåtzer,
f.n Ëqnada.- 1,926-J"l?.å ( üttawa¡
STeTF-5ruãv ¡¿o " 26, L969-19121 ,

conomíe
Farte ï

CouneåI of
, II, and I

di
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higher (except for small ferrns, where both are negative)

than the elaståcitiea ebteåned by Sehweitzer. Although

veriolls reasone fer the diffeaenee cän be suggested (such

as differences i.n eetimEtfon techni.ques or the fact thet

the Interlake Area nray not be reprËsentetlve of Canada aa

a whelæ in terrns of aleehol antj tebacco exBendíture petttsrns)

the rÊEsen for auch å divergence w6s not asçertained.

The totel expenditure elastÍeltíee for clothing in

the InterLake Area rånged frsm 0.9454 to I.3397. Thie

åpprðxi"rnateo the renge establíehed by Schvueitzer fn¡ ehort-

run el"Aetlcities. l{Ewevet hie long-run elastieitiee !úer€

cnnsådeîably srna}ler. Schwei.teer reasüned that nappar*

entty [enedians spend heeví]y ein thls item (eJ.athíng] in

yearÊ af larqe åncreaeen ån tcltel expenditusÊr but the Long-

term groteth 1s qulte msderetæ,uT ThÍs nuggests that the

elaståEåtiee fçn cLothång obtalned fsr the Interlafce Area

tend to eatimate shctt-rün phonornenon.

The totel expønditure elaetíeities for reeraatåcn

and entertaínment ln the InterLake Aree ranged frEm Ü"9447

to 4 , ß887. Sehr,ueítzer t s estimates serE eÉn6idËrabIy .Iþwer.

A reesnej.låatíon waa not atternpted aE esmFårison 8ËemÉd

irnncssíble due ts the faet that Sehu*øit¿err6 data frsm the

natíensJ. aeesunts eÐntainÊd the coet of pubJ-ic recreetåon

7Ibid., Fart I, p. 34.
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and eulturEI services end was not merely household 6xpen-

dlture En recreatisn and entertaån$ent.

F{owever Schweltzer did not aansåder the differenceE

in eLest.{.cit5,es between urbanfratlon groups. In factr $a

studíeg sf Cansdian congumer behavåour w€fÊ feund r¡rhlch

eonsídered ùhe dl,fferenceE f.n ÊonEumer behavínri¡ due to

degree of urbanlzatien.

It has bøen ahswn abeve thst total expendittrre

elEståcítiee are' 1n general¡ different for eaeh urban*

i.eatio¡ group. llowaver, ín order tE aseertsin whether

thgre brrê¡B e SfmåIar conËlJrflpt5.on pattarn between any two

€röup$, the ecneumptíon clategoriee b{B¡ie rsnkËd by thei,r

tetal axpendåture elastleitiaa'

A :relativeJ.y loul eLaet,ieity (tnat la, e srsall petr*

centage íne¡esse ån eonsumpti.on of thnt eategory duæ tn a

nne pereerrt ånereaee ån total eeneurnBtlon) uígnifåee e

neeeenåty. Conversely, I relatåvel.y high elaatåeåty

denotes a luxury good. A negatlve elestleåty denotas ån

ånfpsler good beeause ån inereeEe i'n totEl coneumptLon

es¡¡se6 ð deerssee in the aoner¡mptl,on of thet Eoead' Thue,

e dlfferenee ín tha ranklng of eCInsumptíon eatagoråee

betwpen urbeníuatf.on gfoups wítr.l indåeate a differenee ån

conaumptlon behavi.our between unþani.zatíon grsups. The

eggregate Éxpenditure el.aeticíùlee ore ranked ln Table VI-Ë.

There wsa I slmil,ar rankf.ng {exeept for houeehol'd

eeuipment and øredlcaL ÊxptsneeË) sf eggregate eonsumpti'on
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elaetic{tiøe fsr the rursl f¡afi-farrn and urban groupg. Thie

suggeËted that (except far the eases of househol.d equlpment

and n'ledi.cal expenËec, whieh are díecuesed belorr¡) there wee

na marked dlfferenee Ín the eoneumptÍ.en pattern of the rural

non-farrn tsnd urbtsn households.

The nanking af the smel.l ænd medåum farms is

eomewhat eisn:iler, although the rankíng f,or trarge farnrE .le

bas{cally dåfferent. Tha rankån$ for the nøn-far¡n qfüi.rpg

is entirety different frorn any of the fulrn grtrups.

Therefore, thøre åe s dj.fferenee ln eoneumptinn FÉtttsrng

betwcen farn Ënd nsn*farm hsueeholde and there is alee I

dåfferenee ån eoneumpt$"on pattÊrn6 between househslds sf

diffærent sízed fnrme"

l{6¡¡¡6-Brodrieed goods at6 an i,nferåor prFduct {that

dE" the elaetieity åe negetive) fer sll t¡rbanLsati$n grtups

exeept lange farrf,s.

The rankång (and the ab8el.r¡te vaLuê) of the prlvËtÊ

treneportaÈåon elaståcÍty also deEreEEed as farm eíze

ånereasËd. Thi.s euggtrstêd that tranepurtatåsn bøecmes s

relatåve neeËEsfty ae farm $lËe lneree$gE. The elaetS,cåty

for prlvste traneg:ortotåOn for the ruraå non-f6rm and urbaR

qtÐupE wee selatåvely high. FrLvate traneportation is tht¡s

a relativs luxury for theee two grorlpæ.

Fesd end elothing malntalned their ranklng åa

relatåve neeessåtíee thsoughnut the urbani.¡ation c}ÈseeÊ.

floqsehËld equåpment lE â çËtËgãry sf dr¡rable homa
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TAI]LE VI-Ë

RAr{KIÈdE üF TûTÉlL tXPËNÐITURË ELASTITIT 1Ë5

Smal} Fe¡¡n Medåum Farm

toneunnpt ion
Cetegclry

ELestieity tonsumpti.en ËlastÍcity
tategory

ïobacco -1.4610*

Horne-Produced Goode -1.2748n

,{leohol -t.1641

Ff ousehold Equípment B.l67t
Food ü.5û53{c

ülothinE t.5454**

Roe¡m and Eoard 0 " 5754'rÉ

f,ducatåon, ReadÍnE 0"7798**

Home-Produced Ësode -t.1818

Room and Eoa¡d ü.t376

Public fl .44 78
Trans partation

Food

Høusing

Clot híng

þf edieal

Private
ï ransportatien

Bther Servíees,

Recreation,
Ent ert ainment

Tabacco

Educatisn, Reading

Recreat ien ,
fntertaínment

$ther Senvi.eæs,
5upplíes

Publl.c
Tranaport at i.srÌ

HousinE

Prívate
T ran e port at åon

Medícal

SuppIies

ü.9877{fü Hsusehold Equípment L.4982+*

Ð.9447

1.0779*

1.4ggT*.*

2 . lgB 6*rf

ü.7IS7r(r+

t " 7752rÉ*

I"S248rè++

l.Itlt*rÉ

I.4124*r+

L.4571{F*

r.5ü67r+*

1.6935rln

a.0l?7r+rÈ

?.3398**

the

?.1176lÉ* ALeohcl

*Regression eoeffieíents are signÍfíeant at
five percent level for the one-taíled ntrf test.

**Regreesåon coefficíents are signífíeant et the
one percent læveL for the one-taåled trttt tost.
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TAtsLE VT-I { eontínued }

Large Farm

llan s umpt åon
Category

I I ast ícit y

Room and l3oard

Fublic Tranaportatåon

Medical

Frivate Tranaportatíon

Food

Home-f)rtduced Geods

illæt hin g

Tobacco

Housæhold flquipment

üther Services, Supplies

Housin E

Educatåon, Reading

Reereetinn, fntertainment

A Iaohol

Ü.t657*'

t¡. LgIü

Q.?.214

0. 7g10.nr{.

ü,7B5l_s$*.

t. 903 5

1,0250''ÉìÉ

1. L66g

L.2L94+

L " 34I4r+.'Ë

r.3596**

L.4610,+rÉ

I. g3 7grÊ#

e. 65t6**
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TABLI VI-f (contínued)

Rural l{on-ferm Urban

'Jonsr-rmptf"on l-J.asticity Consumptåon tlesticity
f,ategory tategory

Hone-Fraduced Goods -Ð"6227 Home-Produced Goods -1.3675*r+

Pui:li"c -t.5372 Roorn anci Ëoard n.ü572
T raneport at ion

Fosd rJ"?272 PubLi.e 0"42tT
T ran s port at isn

Roonr and ]Soard t,569n Fnnd Ð.5?47**

Hur,ising û " 5912+' Hor.rsing û. 9243 rÈ{Ê

ClnthånE $. 9ü24#4r ûther $ervåces, 1".33L9*ì$
5 u ppl!. es

ilther Servåces, l. û495iÉrê ClCIthång 1.3397{É*
5'"rpplåes

fducætíonn Readíng 1.8354+++ i'4edåcal. l-.4382r4rf

þf nusehold Iquåpment 1.9868ìÉrÉ Education, Readång J..5J'62*rÊ

ïnbaccn

Å lcuhoL

Recreatåon,
I rrt ert ainrne nt

2 "?ü29+* ÂlcohoI

2. 70I6{ê1+ Tobacco

4 
" û087*'* Frívat e

T ran s part at inn

f{edícal 3.3912+Hr Hausehold f,quipmænt ?.3850ñ *

Pråvate 3.9[J3ni{'+É Recreatiorr, 3.7991+*
Transr:ortatåon [ntertainr¡ent

z . ngB g**

2.1ggn*.$r

3.945?**
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furníshíngs end appJ.iances. It would be expectæd that this

Category waS ntt aB stable as ether ¡n4re neee$sgxy goode

sugh as fnod¡ eLothíng, sr housi.ng. l'loì'uevetr, it was n€]ted

that the eLastícity of houaehsld equíprnent tended to

increase as total consumptíon increased between rural ñðF-

farm and urban househsLde end between srnËLl end medi.un¡ farm

hsueehol-de.

f4edical expendåturF elastícítiee shoured a merked

decrease es consumption Ínereesed betbteen Emall, medíurn,

snd LåIge fartu SrclupË and between rurel non-ferrn end urban

houeehclde. The f act that medieal expendítL¡rBa beËarne leEæ

ånrportent ðs' totat consurnption åncreased wes probebly due

ts the fsct that the majar health expÊnditur€ in f96S h,Ës

a eorflFulËory health ínau¡anee premíum.

By using the forrnula for the partí4l income elae*

tieity shown an page 41, partåal ínçorne elaeticities vúErE

salcul.nted and rankBd in Table vI-F. Ihís tabLe wae

Fr6ps¡,gd ín trder ts deternnåne i.f the inçome eleøti.city

for åny eoneumptíon Categ{¡ry Þ{aE the Earns for gny sr 811

urbanluâtåon gxoupg. In generel, thie trãsf;t did ntt exíet.

The ineama elaetícitíes for the farm househeldE búer,e

unreelieticalJ-y lov¿. Thís bra6 pråmarfly due to the fact

that the elasticity of tstsl tsxpêndåture vrl.th respsct ts

ineonne h,as l"sw due to the pravlously rnentåaned eståmatíon

FrrblËms fsr Consumption funetfCIno for farm househoLde.

tleång the eríterísn that an åneome elaetåe{ty gr€atËr than
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e¡ne densted a luxury¡ the Coneumption Categories whÍeh !{er€t

Iuxuríes for rural non-farrû 8nd urban househelds k,ere

tobacee, alcahol, private transportaticn, and reeraatlon

and entertaånment. Medícal eervieee h,erÊ a luxury fcr

ruraL non-farrn houeeholds while purchases of household

eouiprnent appeared as B luxury for urben householde.
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TÅBLE VT-T

RAFTKlI.JG f-]F TNTIJf'4[ TLAST TTTT i[3å

5ma11 Farm Medíum Farrn

lìoneurnptåcrn Ilasticit¡r Consumpticn flastícÍty
Category CateEory

T nb aeco -û.3439 llome-Froduced Goods -ü.ü431"

i-lame-Froduced Gsods -t.30tl Room and Boerd t. tû89

ê.1-eclhnl -û.[386 Fublie n.]061
ïrans port at isn

lJnuseho-ld [quiprnent U " U343 FcCId û.?.466

Focrd ü.IIBP Housing û "266t)

f,-l-æthing n.I2B4 {.lothing n.3516

fiosm nnd Ëcard t , 13 54 fìedåcal 0. 3 778

fducation, ReadÍng ü.1836 Fri-vate Ü,4846
Transport atian

tlecreation n

fntert ainment
0"2224 ûther $ervices, ü.50CIü

Supplåe s

0ttrer Services, 0 ,2325 l'JousehoLd [quipment ti.5].4f
Supplíes

Fublie 0 " 2537 Recreation, il.517t
Transportatisn Entertaínment

ilnusíng 0.3507 Tobaeco Ü " 5776

Frivate A,4964 f dueation, Read j.ng il " 69t6
Transport at ion

I'iedícal ü.4985 Alcshsl- ü.8826

Total" üonsumption 0.2354 Tsta1 tonsumption ü.2370

uTh* ineome eLasticítiee kËrE ceLculated hy the
fmrmula showrr 0n page 4J..
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TjIELE VI-F (eontinued)

Large Farrn

Coneunrpt,ion
Ëatægory

Elasticåty

Re¡om and Board

Irublj.e Transpcrtatíon

f4edica]-

Frivate ïranspartation

Foed

t{ome-Producad Goe¡ds

f,lathing

Tobaeco

Hcueehold Equipment

üther ServÍces, Supplies

f'f ousíng

fdueatlon, fteading

Recreatíon, Intertaínment

ALcohol

ïotaI f,onsurnptf.on

0 .0t? 6

t.0076

Ð.ú0gg

CI,03I3

ü.0314

ü " 0322

0. Ð4l.t

cl"B467

O"84BB

t,t537

0. t544

t.t5Ë5

t.073 6

û. 1062

ü, ú400
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TAËLE VI-F (csntínued)

Rural Nsn-fa¡m Urban

f,ansumpti.sn tlastieítY
f,ategory

fonsumption Elasticity
Cat egory

Home-Produced Goode

Publi"c
Trans portat ion

F'sod

Rsorn and Board

t'lousíng

Clot hin g

üther Supplåes 'Supplåes

Edueation, Fìeading

HuusehoLd fquipment

Tc¡bacco

Aleohsl

Piedíea1

P¡åvat e
Transportat Íon

Recreatùon,
E nt ert aånrnent

Total Ðonsurnptíon

l-lc¡rne-Produced Goods

Room and iloard

Fublíc
Transport ation

Food

Housing

üther Servicest
Supplies

Clot hin g

Medical

Edueatíon, Reading

Alcohol

Tobacco

Houeehold Equipment

Recreatíon,
fntertaínment

PrLvat e
Transport at ion

Total- Consumptíon

-0.3tzt
ã 

^tñî-U. lþU3

û. L1û2

B .21 6A

8.2867

t "&317

0 " 5090

ü.89{J2

8.9636

1 .0 684

L.3103

r,6447

1.8938

L.944?

u.485û

-a,1964

û. ü333

ß.2497

0.3056

u.5383

0.7757

û.79t2

0.8376

0 " 8830

L.?.?24

1. ?807

1.3890

2.2L26

2.?394

t.5824
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TONTRIEUTITN TT LIVTL üF LTVÏN6 ÐUE ÏÜ A CHANËI TN IìË5FËCTTVE

CTNSU$4PTIOH CATE6TRI[5 FTR INT[ÊLAKE AREA HTUsEHÜLÐS

This ehepter díscusses the nature cf the contrå-

butisn to the leveL sf livi,nq that would aríse from a

ahange ln each eonsumptfon category.

The value ef home-produced goode deereaeed as total
consunrption ånereased for all urbanå¿atisn gf,ûups, exeept

the largæ farrr grriup, In fact, for small fs¡ms and fsr

urban households, ths aggregate consumptlon elasticlty was

Less than -1.0 which meång that the value c¡f horne produce

wåll decrease by nore than the lncrease j.n ùotal ttrtr*

surnptíon. ïn thåç sese, an {nereese ín eggregate EDñ-

sumption {wl"rich would result from ån increase ín ineome)

wÍl"I ËausE 6 propÐrtisnately larger teduetíon in the coh-

eumptíon af harne prmduee. ïht¡s it eannet be assumed :ln

thíe cåBe that an LnereEse ín íneorne will. lnerease the

consumption coraponents sf the level of llvLng. ïhe level.

of Låving may etåLL lncrease lf the increaee in the l.evel

of llvJ.ng due ts an ånereeea in leåeure ie greater then the

deerease in the ]evel of li.vlng due to a døcrease in the

eonsunrption eompcnents.

The agEregate eoneumptåon elaetícity for fopd

ranged fronr t'23 for rursl non-fÊrm hsuaEhelds to 0.78 fsr
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Iarge farm houeeholds. Thus ên increase Ín income wllL

cgrusË an increase in fosd expendÍture. Hcwever, íf thåe

inerease in fosd exp@ndíture ËroËe merely because of a

decræase in home-produced foodn then the food component of

the l-æve} sf líving cannot he considered to have íncreased.

,4n Íncreased expendíture on elsthingu where the

åggregste consumption etaståcåty ranged frsrn 0.54 for ernall

fa¡rn hauseholde to 1"34 fer urban houaehoJ,de, åndieetes &n

åncreaee ín the leve-ì- of }íving due ts an ånerease ln

ingone. Howevtsr, the êåm€ reservatiOn E¡a !ìJgS the CÊSe with

the feud cåtÈgory sxists. That ie, if an åncrease 'in

expendíture trn cJ.othíng la due ta Ê deereeoe ån the value

of c"Loths.ng made Bt homeu then the clathi.nE eomponent of

the Level of, låvirrg eannot be etnsåcierêd tn hEve åncree*ed.

An inc¡eEse i.n expenditure far non-recreationel

puÞlåc treneportatfon repreaenta €n åncreased travellíng

cast fer the part¿Ëlpatåon Ln gåven events (st¡eh ats

våelting the doctor¡ attanding teshn!.eal schoolr tl

shoppíng). If partårfpatien :ln tþ¡ie evEnt caustse sn

inc¡ease ín the leve] of !ívlng, than the transportetion

expenditure aesoeiated wi.th thíe event should be GünBideled

Hs contråbuting to the ånsrease in the level ef living.

Tf, howevet, the event i"s (or is caused by) a decrease in

the level of living {for exemple, a tríp ts the hoapåtel

lFacter* eueh as cli*rate and oeeupatien mu€t eleo
be taken i.nte Éçcount .
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forced by ill"nesE) r then the essoc{eted expenditura sn

pubi-Íe transportation should be eonsådered as contributing
to the decreaee in the level of living.

Aggregete eoneumption eiastieíties for private

transportetion ranged from n.7ts for large farm houeeholds

to 3.9ü for rural non-farm househnlde. An íncreased expan-

díture en private transportatíon provides ån increeee in
quantfty, quatrl.tyn Ðr bsth, of prÍvate traneportatísn

servicee. l"lowevef , as steted qbove, íf the expenditure on

traneportetÍon ia duæ ta the particåpetion in an event that
eauses 6 decrease ín the l-evel of J.lving, the aesocj.ated

expenditure ðn transportatíon shsuld be eonsådered as

eontributing ts the decreðse in the leva] ef lívÍng.
The eggregate Ëonsumption elastícåties for alcohol

and tabacco were, in general, high which índicetes thst
thece íte¡ns are relative .Luxuríæs. Thus ân increase in
ånceme wíll çåuse a eignificent åncreaee ln alcehel and

tobacco expendLtures. Frorn the pslnù of vÍew sf eeonomie

theory, lf consumptlon ånereases, then the level of J-$"vLng

ångreasee. However, from a rfledíca1 viewpoínt, excessåve

consumption of alcohol" and tobscco is eonsÍdered ha¡rñful,

Thus, the recreaticn end entertaånment cornponent and the

eatLsfectÍ.on dimenslon may be deemed to havæ ínçreasecl.

But, sinee the heaLth component witl have decreaeed, the

net effect tln the l"evel of låvi.ng eannot be aæcerteined.

The eggregete eoneumption eLaEtíeíties for educetåon
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and readíng rnateríala ranged frorn 0.78 fer emaLl farm houee-

halds to 2.tl fsr medlum farnn households. An åncrease in

ineome thus eauaas sn íncrense in edueatlon and reading

Êxpenditurea whleh denoteE an increase ån the level of

1åvång.

The heatth tstmponent considers tha actuEl health

eituatfan af the members of the household. Ëxpendíture Ef

åncome en medical servíces eern be csneidered in thcee

categoråes l

1) rnedlcal. ånsuranee premíume¡

2j vsluntary check-upa r,¿ith doetsrs, dentistsr 8r

optumetríste for preventative carË3 and

3) fsreed expendi.tutres (especiatly for druge) due

to illness.

Expend{ture en medíeal inâurance PrÊmiums ean be consådered

as a posÌ.tive contri.butåon to the Level of livång åf the

valt¡e of servl.ees used i.n a gåven year le equal to or

grøater than the lnsuranee prerníum. Evèn tf the full veluÊ

of the prernåum åe not eensumed ln terms of health servåeeet

nredj.cal lnsurance ls E posltlve centri.butlen to the level

of Living to the extent that BoE¡e degree sf Eecurity ie

provåded and the need to seve for unexpected medfcal expen-

dåturee ís rems\rÉd. Expendíture On vslunterg Cheek-upe tran

be esneådered Ês a posi.tive eontributíon tE the extent that

the actuaL health sLtuatåon of the houeeheild membere is

inæreEsed sr prevented from potential decline. Medl.eaL
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sxpendåtures that are forced due ta illness cannet sígnify

ãn inerease ån the heaLth çomponent of the level clf, lívíng.

ïf thære le an illness, this denotes that the actual heal"th

eituatian hae decræesed.

For the emnll ferm group, medlcal expenditure

exhíbíted the highest elesticíty eif all the expendåture

eategoríes" As the farrn size increased {and totaL eon-

eumptlon exÞendíture lncrsased), the absolute value of the

elastieity of medfeal expenditure decreaeed. Also, the

relative ranklnS of medåcal expendfture deereased &s far¡n

size íncreeeed. This LndÍeated that âs farm size (and

total consumption expendlturË) åncreased, rnedåeaå expên-

dl"ture became r€lÊtlvely leee importent. The s€rne trend

rÁJeB evådent between the rurel nen-farm and the urben grsups¡.

Totel consumptf.on expendíture ùúas, õn the average, larger

for urban househelda r¡¡hlle the etasticíty for medåcaL expæn-

diture is srnaLler¡ beth ebaolutely end relatively. ThíE

trend of decreaadng elestiel.ty for medåcal expendf.ture ãg

total consurnptlon ånËreeses would not be expected to exíst

today becauae the present qovernment hae signífíeantly

lou+ered tha premiums for the provincial corapulsary medical

ínsurenee seherne.

The aggregate consurnptJ,an slastíclty for houei.ng

ranged from 8.59 fsr ruraÌ nen*ferm hËueeholde to L.49 fer

smaI"I farm heuseholds. An ínereased expendåture on houeLng

is coneidered 6s an inereaee i.n thE qualÍty, quantíty, eri
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both, of housing and tlrus the level of låving ís Íncreased.

Hou'rever, ouf, dsta mts€Ëured the qua3.åty of hausing by the

va.l-ue of the house. Yet qualJ.ty of hou¡sing was not the

príme determinant of the priee of e houee ån the Interlake.

The Lecatisn of a house in reLation to mejar population

centere vcss a rnsre fundEmentel determinant of the p¡Íce af

a hsuee. Thusr ån increese in the eost of housing, where

rõst of houeing inclr¡des å eost which ís an årnputed per-

centege of the value e¡f the house, eannot necesaarily be

cansådered as an increase in the leveL elf livång.

The aEgregete ennsurnption eJ.asticåty for houeehold

eqr-rS.prnent ranEed fronn I.23, for lerge fe¡m holreehoJ.dç ts

?.38 for urban hausehrllds" ïhis eategory centained the

purchase ef consuÌBer dgrables Euch as houeøho}d equåprnent

and furnf.shånSar ïhís range Ln elaetleities indíeatas a

greater tendeney to purchase ÊÈnsumer dureblec at hígher

leveLs sf inßome. An increaee in the swnershlp of consuu¡et

durablee provfdes Ên åncreaee Ín the level of lívíng"

There bdas a raerked dÍfference ín the aggregete cDñ-

surnptíon elastíclties fer reereatíon End entertainvnent

betr+een the farrn ErÊups and the non-farm groups. Thås rnay

i.ndieate a differenee ån socleta.L valuation of recreetien

expendåturee, hut ít rfiay be a mûre sågnificant j.ndicatsr of

the avaLLebility for the non-farm groups of recreetion and

entertaínnrent faeå3åtåes that require dol.ler Éxpendítures.

The consumptåon eateEory deneted aË¡ rfother eervieee
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and Éupplåesrt is a residual eategory. Hüwever¡ 8n inereaae

j.n expenditure rn any of ths iteme included ån this catagory

wouLd represent en inctease ån the level of living.

In Bummary, 
,'"n 

increase in total eonsumptíon wíll

GausB an íncrease ån all consumption categariesr except

home produce. However, an inereaee ín stmË consumption

eategorfea (specífieally, food, cJ.othång, transportatåon,

alcehol, tebåeeo, health servicÉer and houeång) dees nst

necesa&rily repreeent sn increEee in the lævel. of lJ.ving,
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In general, the limitations invslve the data and

technicel aspects of estimatiEn of the ecünumic relationshÍps.

The data h,ãre not repxesentatåve r:f the entire

Interlake Area because fndian reservatÍons, eulonies (such

eu i'{uttsrite colonies), and institutione (suc}r as religious

ir¡stitutåons Ðr hsmes f or the aqed ) we¡e nat sa¡nplecl,

ThB queetåonnaåre wae not designæd fsr the Bntl-

meratåan of farms that weÍe partnershíps Êr tclrporatiuns"

There were LZ sueh farms in the origínal eet of data. The

returns ta labour and management and the re"L,urn ts equity

ínvestrnent could not be aseÉrtãinBd fsr the household frem

r,.¡hich the ccnsumption pattern w&s obtsined, Furthermûre t

it vìres net äppãrent ín which farm síze classificætion the

household belonged. Thut; thæee 12 farnr questionnaåres

lirere not ineluded in this study.

The relation ef so-cal.led free goede (primarily air

anci water) ts the lævel of living was not explicitJ-y

trÕnsidered. f-lowe\rex, the avallabilåty of clean air and

water \¡{ãs nat generalJ"y a problærn in the InterLake Area in

1968, Al sa an income íncrease wnuld have lítt1e inrp:act nn

eår ur wðter pollutåon íf thesæ iteme becarne signifj-cant fn

a discussion tf the levæl of J.iving.
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Thås sturdy tended ts dwell on observable components

of the J-eveL sf 1ivíng. However, the consideration of more

subjective val"uatisns must not be discounted. The

gmneralJ-V-accepted cultural disadvantages and the environ-

nrental- advantages of rural living in cnmpasison tü urban

J.iving were dj.scussed in Rq¡qå_llqrp¿E__Åit* !bg_ én-e¡¿E"ell
't

[Ëggggl¿.* The danger of ueing observable åndicators ef

the level of living wäs underlined by ¡\bel.l who found that

ã farm operetorrs ínterpretatíen ef håb= level sf l-ivÍng

sften di-ffered from ên abjectively date:irnined 1eve1"2

A fundamentæL assumption of the anal"ysis of con-

sumption expenrlÍture þú€rs that rælationehips estirflated frsm

rrÕss-sectien data êre applÍeable in time-seríes dj.scueeionË.

However further study i.s needed to determi.ne the validåty of

eetímating time-seríes behaviour from Ërúss-ËÉctåon data.

The relíebílity of the results was ¡neasured ån

/
te¡rns of R* and the fttrr values. The etatiatical valådity

of the results should, however, be further examined,

incl-udíng an anelysis of the eorreLatåon of reeiduals and

eutclcorreLation. MultieoLlíneerity h,äs not a prob}ærn.

I*[eonornle Ðevelopment ]livieion, Un{ted $tates
üepertment of Agrieulture, 4!rEi" fr.eeqle in S¿e nrytlFrt
9_çglletnv. (lu,Jeohington: United States Ðepartrnent of Agrl-
culture, Agricultural Iconor¡íe Report iïo. lUL ' 1966 ) 'espeeiall-y pp. 3T-40.

t'iielen t " Abell, 4fbeqtÊ .f€.En-gp. r*ä-tq.ge-êI*d*,t-bp
t-evel of t=ivång-$-qæ-g,nt (ilttewa¡ Canada Üepartment of
Agrieultureo Report filo. 2," 1952), po 16.
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The cÐrrelatítn coefficlænt between consumption (C) and

farni.J.y síee (N) wes nert greater than 0.7I for any u¡ban-

iratlæn clase. SLmilarly, the håghest c$rrelatíon

coeffÍcíent for income (Y) and family oi.ze (ru) ldaa t.5ü

The results of the consurnptlon analysis cannnt be

extrapolated dírectly ta Manitoba, Ðr f,anade i.n generalt

without takång due aceount of the dernographie characterístÍcs

particular ts the Interleke Aree.

Thfe etudy estimated IngeJ- functiane separately for

each cammodity gtouÞ" f-lðurævær it ì,úas nsted (pnge 38,

footnst,e 2U) that the expËnditure ün each comrnCIdity grüup

ås nnt i"ndepøndent. Thua ¡ 8B irnpravemænt would entail the

developrnent of a complete model ts eotírnate funetíone

eonsietent with the nveral.l budget alloeatísn prsc&ss sf

the ctnsurTler.

The surnming of tstal earned inconer total transfer

incomeo and annuitåzed net wsrth prevented the deterrninetion

of the net írnpæct of dífferent types sf íncome sn ÊÕn-

Þumptíon. They were summed beeauae erf the problern mentioned

earlier (page 6U) where totaL eanned income decreased aE¡

farm ai.ze lnereased due te the subt¡ectipn of en årnputed

return to eapÍtal. Furthær study ís requÍred to determåne

the effect of dífferent typee ef ineome sn eonsumptien.

Aleso for the caleulntisn uf net farm inÇcrneo å

fåxed døprøcíation rate ì¡Ì,ss ueed. Thus the ealcu.l-ated npt

ferm inconre may not in fect represtsnt the disposable i.nesrne
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viewed by the farmer as beíng available for househald con-

sumption expenditure. ïhære is neecj for further study in

thåe ärea.

ïhe discussion presented ín this study has åmpli-

catíans for public pol íciee which ptûpose to i.ncreese the

leve1 of living with income trænsfers, In generalo it wãc

faund that åncome has e dírect effect Bn a few ÊBmprnænts,

a partiel but direct effeet 6n other components, and a

neglígib1e effect on serme other components of the læve1 clf

iivång. (In factu there aræ casËs where there is ä

negative impact En the l-evel" sf líving due te an income

íncrease") This suggests that políeies attenrptång to

aLleviate low Levels of låvinÇ (sr poverty) must determine

r"¡hirh ccmponents of the leve1 of triving need te be

increased and then determíne whethor an Lncreaae ín

åncnme lcill increase these specífic cemponents. Further-

mare, ít must be determíned whether the iner¡me J.r¡creaae

wfll- eause the requíred effect ûn the given component

because ineome crn only directly alter that aspect pf eaeh

cemprnent which can be purchased in the marketpÌ-ace.

The rr:suIts uf the consumntÍsJn functíon ancl ingeJ-

eurve anaì-yris have speeifie impJ.åeations for an åncame

supplement prclgraryì. Far examp,l-e, the marginal prrpensity

to pünsumql for farm househo.l-tls r'Jes about one*helf of the

margína1- ÍrrtpËnsity to consume for non-farm hsusehal"ds.

l"his implíes that an Íncome supplernent wåth the purpü$e of
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prËvíding e given Level of household consumptien would need

tu be ebaut tuuåce Es large for farm households.

Furthermore, the IngeI ourve analysås shnr'¡ed

different elantícitiee and, ån fact, a different ranking 6f

e"ï-asticítíes between f arrn ancJ non-f arm households. This

implies dif'ferent consumptånn behaviour patterns which must

be considered ån the application of an inceme supplernent

prûqram.

The estímated cünsurnptåan functåons anrJ fngel

turves have a direct epplicatfon to the¡ speclficatÍon of

rnínímum eÊenemÍc Levele sf líving or poverty lines"

ürshansky (see page l5) ednpted a mÍnÍmum nutritinnal- food

budget, observed that püor people sptsnd one-thirrj CIf theí¡

íncon¡e cn fsodo and nnt¡ltåptried the mínimurn nutrÍtåonal food

buriget by three tc set e poverty line. Hourever she díd nst

celnsider the Ëûnsurtter preferences of the pcBr people. That

Ísu she (and frodol"uk, app€rently) dåd not aecertaån whethær

pocr people (as she def-ined them) wculd buy the minirnum

nutråtionel- food hudget, ïn order tn enÐure that the

ml"nimum nutritíonal l-evel íe ettaJ.ned, str.rdåes should

determine at r,¿hat level of fnod expendåture familiæs

actuol.l"y ettain a eatisfactory nutrítísnal food intakæ.

Then functísns as speeified ån this study can be used to

determi-ne an operational noverty line. the functions nf

thi* study aLl-aw the poverty line tn be adjusted f,or deEree

of urbanization and family size.
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In the analagous Ease of minimurn housing requirernents,

ået i.,s assurnE that a stud-y r-:¡ f housing expandj"tures hæs

sletermin*d tlrat an anr'¡uæl l'rousing t:xp-rænditurc uf ;:1üüil (vg:.9¡

poî mnnth) u¿ill. provid's the mj-ni¡¡um Levæl of hnusing ior urban

Interlake housæholds. The f r.¡nctions presented in this study

can then cjeterrníne the guarenteed l¿+veL sf incorne rËcÊssary

to rncuxe 'Lhe minirnum level of hous:i.ng sonsL¡mpticn. Kntwing

this minimum level- of åncome , tlre tutal cßst of an åncnme

suppiement prûgram Ëan be sLltained. That is, if there is

a pcJ.icy tCI impruv* the J.evel af housing r this study shcrws

thr cost cf Dnri aåternatåve prograrn (a supplement ta i-¡suse-

haid inccnre ) which can athiæve this l:nd. The cal*u1¡:t j-ons

required to determine thæ cost of such É prÐgram arÊ

íålustrated belov¿"

First, the LngeJ. curvs shokrs the level o'fl tutal csn-

sumption expendåture asscciated with a housínç cxpËndi'ture

sf iiL0t0. The eoneurnption function then ehninrs the level- of

income aesociated wÍth thi.s Level of totaL eonsumptíon.

F¡sm the est.inrated EngeJ- funrtion for urban hcuse-

holds,

tag (cost sf hcusirrg) = -t.4267 + t.9?43 lag t
+ ü.04t63 lug

and using the äverage vnlue of fii {the averaq* urban family

si¿e heing 43.14 ttperson equJ.valentsir), e total consumptícn

expenditure (t) of $f4320 is required ta prediet a levnl of

heusíng expenditure Êf '.$1000. The consumption functisn then
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ehows the leveL of income thet Ís Essocåated with a tataL

cansumptlan expendíture of i54320.

From the estimated consumption function,

t = 843.3L + ü.40I2Y + 28,55N

and using the averege vaLue of N (43.14 ttpexson equå-

valentsfî), the nEcËsssry level of j-ncame ås $5595.8I.

Thue, in order to raiee the annual consurnption sf
housång of urben Interlake households to Stt00, household

åncorne must be raised to $5595.81.

The total csst of a pregråm whieh supplements house-

hold åncome ean nc¡'¡¡', be detern¡ined" The caLculatåon ås

explained J"n a footnote.3 The annuaL totaL coet for urben

a

"The distríbution of Íncame
lake urban households was:

Ëat egory I ncsrne
Eroup

ín the sample of ïnter-

Number
ln Group

Average
Income

J.LrÍÍ
iv

v
ví

vii
viíå

0 -$ 2t00
2üü1 - 4t0CI
4t0l 6CI0CI

60t1 - 8000
8rlrl - 10808

100ût 120i]0
r280ffi L4BUü
tver 14tl0t

t4
4t
40
4?
35
23
11
L?

$ 1683
3r5 7
5082
6964
I 911

lBB6O
L2969
TB 717

The firet step Ln the calculatíon b,as to determine the
avsrage supplement to households in each íncome group.
Thi.s w6s aecompLished by subtractång the Everðge incorne in
each íncome greup ($fg0g for group i) from the speeåfíed
minimurn ånce¡rne ( $$5596 ) as folloç¡s ¡

i 3Ë5596 - $1603 !B $3993
ií

r¿i
5596- 3857= 2539
5596- 5û82= 5I4

This ål1r¡strative example assumed that an equal percentage
of samplee h,erÊ obtained from eacl"r municåpality. That åe,
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Interlake houeeholds j.e 64.4 million. This coet must then

be compared with alternative prËgrãrnB {for examp}e, pubJ.ie

housing projects) for raising the Level of houeing.

thís cal.culatåen lccts not wefghted by the sampling retio af
eaeh munícípa}ity. ïable V-4, page 49 showed thæ totaL
populetíon æf trnterlake urban householde to be 53?5. The
number of urban hot¡eehaLde ín the Interlake Area ín each
ineome group r'd6s ùhen eEJ.cul"ated. Thie wes obtaíned by
rnultiplying the fraction af the sarnpla (218 far urban) in
each income grdup (f4/?18 for group i) timee the total
population of urban househoLde (5325) as foLl.ows¡

14/2].8 x5325= 342
4I/218x5325-I.ûta
4fl/2].8 x 53e5 !Ê 977

The totel Íneome suppJ.ernent for urben Interlake heuseholds
is then the surn of the total income eupplernent in each
åncorae group s

L
ii

11t

í $3993 x 34?
tí ?539 x LD0e

tii 514 x 977

householde = 610365r486
households = Ar543rI38
househoLde Ê _ 5_0?r2.St

4,4L0,974
Thuea the total ineome supplement to åncrease the level ef
houeing consumption to $J.tt0 per yesr for urbEn Interlake
houeeholds ís $4.4 míllíon.
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CÛN{ËLI-JsI üru5

Thie study shnws that prevåous di.scuseiens of the

leveL of livång Bnd the specifåcation of poverty lines

suffer from three nrajor defæcts¡

L) inceme does not have a direct ímpact c¡n aLl oofi-

punente of the l"evel of livÍng beeeus€ many componente heve

nûn-purehasable dirneneions r

2l a meaeured íncrease ln consumptånn eNpenditure

does nst neeesæaril-y i.ndåcate Èn :Lncrease i.n the ]eveL of,

Iåvíng; and

3 ) th* present method of specifying poverty li.nes

does not consider the aetuel consumer preferenÊe patterne

of the pclsr. FÐr exanrple, Orshansky (see pages 15 and 97')

díd nst deterrnine whether femílíee et her epecified poverty

Iine weiuld in fact purchase an adequate nutritíonal level

of food"

Theee defects can be overcome by an explicít csnslde¡etinn

sf the relationshÍp of ineeme to the level of Líving and a

fulL eansåderatlon of ineorne*Ëxpænditure petterns fn the

specifícation nf poverty Línea as deseribed in this study.

Specif;i.eully, it was found that an åncowre åncrease

hae a direct end posft-í.ve impact on a few eomponentsn a

poeítlve but only a partíal fmpaet on other componentsr snd
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a negligible ímpact ün still other components of the level

ofl living. ïn two cases, ån incenre åncreese hes a negetive

S.rnpact on ths lævel nf living.

A direct and positíve impact Cue to an incorne

increaee exists in the casæ of components whi.ch Ëan al-most

totally be purehased in the merketplace. These cornponents

are food and clothíng"

A positive but partial and aften indírect impact

exists ín the eäse of some other eomponents. These coffi-

ponents, whích have aspeete that cannot be purehaaæd in

the marketplaceu iniJ.ude health, education, transportatlono

and recreetion and entertaínrnent.

/\ n*gå5-çibl"e impaet exists an enoth*r set sf com-

pcnents. The componentE affectscJ thue &re human freedams,

eonditíons of r'¡ork, empJ,oyrnent såtuetinn, basic serviees,

and pelåtical poaitíon, alt of which have n6 purchasable

aepects,

If the increase in ineome ås stigmatized, the

status and satisf,action eðmÐonent is decreased whi.ch yåe1de

a negativæ impact Ën the level of livång. if the íncreaee

in inuome cÊuses an undesÍred increese in leisure-time

(that ås, a decrease in rsorkång*time), there is Ëå negætive

impact rn the level nf låvíng.

il $ f arm sáze ínereases ( anqJ the ¡*fnre o as incone

becomes morE varieble), the ability of eurrent income to

predåct hCIusehsld csnsumption *xpsnciiture decreases. The
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mãrgínal propËnsity to crnsum6, whåch h¡as greater than zexê

but less than one, r{ss rnarl<ed1y loi'ser 1'or the f arm grðups.

This sugEasts that there is a difference in consumption

behavlour between farm and non-farm househol-de.

Fami}y size was found to be an important determinant

of househald consurnption exnenditure.

In general, the elasti.cíty for any Ésnsumptåon

cateqBry vtrac nat cÐnstant acrsJBs alJ. urbanization grtups.

Fr.rrthermore, thæ rankånq of elesticities htas d-ifferent

between the non-farm groups and the farm groupeo and the

ranki.ng bvas diffærent between farm groups nf diffecent

såzes. Thereforæ there ãre differencæe ín hsusehold con-

sumptian behaviour hetween ferm and flörì-farm hausehotcls

end between hæuseholds of dífferent sized farms.

Tota.l" expendíture ælasticities af Ïnterlake house-

hnlds hrere cornpared wlth thase of l'louthakker for urban

Eanadian heuseholda in L94T and wåth the L926-L966 time-

series eetimatee of Schweitzer for Caneda. The results for

urþsn Interlake hausehCIIds compared favourably with the

results of t{outhekker and díd not díffer rnarkecN}y urith the

results of Schweítzer. However, the absence sf studiee

whi.ch undertook an analysis of the differences in farm and

nün-farrn hüusehold expenditure patterns, prevented f'urther

cnmparieons 
"

Home-produced gaods hrerE generalJ-y found tn be an

inferior item. Transportatíon becomes a reLative necessåty
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Es farm size increases, but it is a relative luxury far

rur¡r-L nûn-farm and urban househords. Faod and clothinE äïË

ne{:sËsities. i{ecreation and enterteinrni;nt, alcnhol, and

tabacco generaJ-ly äre reletive luxuriee.

A measured increasæ in consumption expenditures is

än inadequate indicato¡ of an increase in the level af

J.iving. Ihis is because ä me&sured increase in experrdåture

in the c*tegories of food, clothing, transportation,

alcclholo tobaccÕ, snd health ssrvlces may in fact represent

a cJer:Tease in the levæI of living 
"

Thæ fcil-ure of present methods of snecifyång pnverty

,ï-ånes tn consider the actual consumption preferenee petterns

sf thæ pünr was deseribed. An improved methúd cf paverty

lj"ne ::pecifieatien wES sr"rggested.

In conclusåon then, in terms nf the objectives

specåf,ied on page five, the irnpact of an increase ån incoma

ün eech rûaponsnt of the leve1 of 1ivång has been csnsidered,

the chænge ín househnld consumptlon expenditure6 by category

for the ïnterlake l\rea hae been deterrnined, and the ånede-

quacies of indiceting a change in the l-eve.l" nf lívinç by a

change i"n consumptíon expenciitures has been discussed.
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5,4l"1FLt:ì AS FtRtEI"iT üf PiTPULATIüfi¡ uF f',lUilIIIPALITY

5mal1 Farm l'lediura Farm

F-1un ícipelity Samplea Popula¡
t ionn

Sample Popula-
tion

7ô"¡C-tþ

Armetrong

Bi frset

f,sldurell

f,ri ksdele

Fisher

6ím1å

Grehamdale

Rockwood

Rogser

St. Andrewe

5t ¡ Laurent

SigJ-unes

lJoodl an ds

TÜT AL

holds ) .

holds ) .

13

3

7

5

r.2

Y

t3

11

4

11

I

I

6

4lt
255

132

73

?0Er

1n7

r69

123

6B

758

7.r

50

LT7

39

23

9

'7
I

32

7

29

3t

9

?0

6

l5

B

?57

235

62

53

364

96

I83

37t

1û5

20r_

33

I01

I82

3.17

l.1g

5.3ü

6.95

3.01

g 
"41-

7,69

8.94

5,88

L,45

4,76

2. t0

3.39

15. l8

9.'lg

L4.52

1"3.2L

g 
"79

7.29

15.85

B.CIg

9.57

1.45

18. l8

14. g5

a.4t

96 2742 3.50 234 2243 1U.43
ESarnpJ.e denotee number of sample observations (houaa-

k
"PopuJ-ation c}enctee pcpuLat íon síze in 1"968 ( house-

cSample ås pereent of poputatíon.
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APFEruüIX {continued)

Lerge Ferm

Flun ieipelity SampIe PopuIa*
t ion

-ìs

Armstrong

Bífrost

ColdwelL

E riks dal" e

F i-s her

üírnIi

[i rah anrd a]- e

ilo¿kwosd

Russer

5t. Andrews

5t. Laurent

5f. g lune s

b'JoodLan ds

TßTAL

2t

I

14

9

24

L

18

't
I

4

3

15

7

3-?6

136

t?

91

61

i.48

6

L29

tt

JÞ

?FI

39

95

B1

932

14.71

7 ,69

15.39

14"75

LT.L4

16.67

L3.95

l_0.45

11.11"

T,ðg

T .6e

15.79

g .64

1î Ca¿J. Jq
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APPEf{DIX (continued)

llural i\lon-farm Urban

Í"1unícipaJ-tty SampJ-e Popula-
tion

SampJ.e Popula-
t íon

1i

Arrnstrong

tsåfrost

f,oldweLL

f riksdal-e

Fisher

Gimlí

ürahamdale

R oc kwood

Rosser

5t . ¡\n drewe

5t " Laurent

5ågLunes

I'Joodlands

TÜTÉ,L

3t

9

l" tl

4

25

5

25

T1

L3

T

]6

18t

4?9

L72

143

55

313

Ll4

554

183

L0l

BI7

?t34

1I9

226

34 90

7.23

5. Z3

6.gg

7.7-l

7.99

?.t1

4.5r

5. tl
1I. 8B

L.96

4.41

5.88

7. t8

5.l6

,1TI

13

7

14

JIJ

49

Iü

13

2IB

36ü

?¿.3

99

L94

49L

qcl

?11 1

l_r7

187

3J¿f,

1r. 39

5.83

7.AT

7.72

6,lL

4.38

r.81

9.35

6.95

4.üg

4L
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