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COMPARATIVE ECONOMETRIC ESTIMATE OF CONSUMER
SPENDING FUNCTIONS FOR MAJOR FOOD COMMODITY
GROUPS IN URBAN AND RURAL AREAS IN EGYPT

A. M. Taryal®, Kh. S. T. Mahmoud®, Alia A. ELGendy® and Amira S. S. Amin

(1) Department of Agricultural Economics and Agribusiness faculty of Agriculture -
Menoufia University

(2) Head Researcher, Food technology Research Institute, Agricultural Research Center

ABSTRACT: The response of consumer spending to income changes is an important
indicator to identify the pattern of income distribution and the level of spending on
various commodities. when calculating the spending elasticity of a given commodity, the
independent variable is the consumer's income, which is an exogenous variable, while
the dependent variable is the spending on that commodity. The spending elasticity could
be obtainrd through estimating the simple linear regression relationship between the
logarithm of the dependent variable and the logarithm of the independent variable.
Number of studies that aim to measure spending elasticity rely on total spending of
consumer as an independent variable instead of income. It is unlogic relationship,
because it is a defining equation not a behavioral one. The aim of the research is to
estimate the spending functions of food commodity groups in two ways, the first is the
method of spending - spending, which was previously criticized and the second is the
method of income - spending, which is the proposed method to be used.The research
recommended a number of recommendations, the most important of which are:

- The spending elasticity should be calculated from the income-spending relationship
and not from the spending-spending relationship (for the reasons that were
previously explained at the beginning of the research).

- Spending elasticity should be calculated for specific commodities and not commodity
groups.

- The spending elasticity of a commodity must be calculated using the items of each
income categories and not using the income and spending averages of the different
categories.

Key words: Consumption spending functions - Spending elasticity - Food commodity
groups - Urban and rural Egypt - Method of spending - Spending - Method
of Income - Spending.
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