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The Impact of Price Increases: on Different Income Groups

Oey Astra Meesook
~ With October 1964 - September 1965 as the base year, the over-
all consymgphprice index for all urban areas had,risen,gp,124,§_by
Decembqr, 1972, to 149.7,by Decempér,,1973 and to 176.4 by December, -1974.
The rise was by no means uniform for all regions, ranging from an index

in December, 1974 of 157.5 in the MNortheast to 192.6 in the North.

This note, however, is less concerned with regional variations
than with differsnces across income glasses.l/ We wish to discover whether
the rich or the poor have suffered more from price increases over the

past decade or so.

Increases in prices of conSumer goods can be ekpected to affect
el el o e U e ger
different income groups to different extents because the proportions of

total expenditure spent on different commodities are somewhat different’

for the groups. Since prices of all commodities have not risen in a

uniform fashion, these increases are absorbed ipto the total price jndex

ip, different proportions, . _ _ T

W
Ideally we need a breakdown of total consumption expenditure

of each income class which is as detajled as the prices collected by the

Department of Commercial Intelligence. This is not available anywhers

and since the data tape for the 1962/3 Household Expenditure Survey..

1/ For regional variations in prices, see ''Regional Consumer Price
Indices for Thailand, 1970" by this author. (mimeographed, December
1974.) A ' S : :



from which the weights :for ithe: consumer price indices were obtained, has

been destroyed, it is actually impossible now to ever get the information.

The‘only expenditure weights which are available by income

class aré in the published volumes of the Household Expenditure Survey,

1962/3. Unfortunately, they only cover major commodity groups’'slich as
"food, clothing and housing. The weights are available for towns and

P

viiiages sepératéTy‘fbr each of the regions. =

With such aggregated weights it did not seem worthwhile to do
all the calculatlons for the individual reglons This would have in-
volved gettlng prlce 1nd1ces for maJor commodlty groups by region over
time. The Bank of Thailand Mdﬁfhiy Bulletin reports consumer price'inQ
dices for seven major groups for all urban areas together and for the
Bangkok Metropplis._{;;”seems!sgfficien; to gpnsentrate;on these just
to get an idea pf‘ghg order of magnitngrof the problem at this g;age,

although ideally speaking each region should be treated separately. ,

It is intended to calculate consumer price indice$’ for different
income classes for the last three years and for ‘the most recent month =
for which price data are available, February 1975. One intermediate date

is also picked to provide a comparison, the year 1968,
Table la gives the proportions of total expenditure Spent on
each of seven Eommddity”gréups for six ithme*élasséé in the Bangkok-

Thonburi municipal area.> 2/" Certain tendencies can' be observed here.

2 The ;ncome classes are those in the tabulatlons of the 1962/3
" Household Expenditure Survey and are given ih 1962/3 prlces




Téble‘la

‘Veights of Seven Major Commodity Groups in Total Expenditure,

Bangkok-Thonburi Municipal Area, 1962/3

B 6,000 B 12,000{ B 24,000 B 36,000{ B 60,0001

Household ' | Under |

Income Class .| B 6,000} -11,999 | -23,999} -35,999; -59,999 and over |
Comhodity Gfoup (in per cent)

Food -~ | s6,0 | ss.8° | 50.9 | 48.4 | 44.5 36.4
Clothing ~ 7.0 7.3 9.8 10.5 | 9.0 12.1
Housing 11.6 | 16.2 16.5 16.4 | 19.4 | 21.9

Personal and

Medical Care 9.6 | 6.9 | 7.1 | 68 6.8 6.7
Transportation: 6.3 | 4.2 | 5.3 6.4 | 9.1 10.5
Recreétf&n,-Reéding T | ‘ .

 and Education . 3.8 4.1 5.3 { 6.7 | 7.2 L 7.7

1 Tobacco § Alcoholic | =y 4 5.5 5.2 4.9 4.1 | 4.7

i Beverages

Source : Household Expénditure Survey, National Statistical Office,

Prime Minister's Office, 1962/3.



The proportion spent on food decllnes with rising incomes, while those
for clothlng, hou51ng and recreation, readlng and educatlon tend to rise

with 1ncome.

The corresponding indices for the different commodity groups
are given for 1968, 1972, 1973, 1974 and February 1975 in Table 1b. Two
thirdé‘of the total rise in prices in the_deéade under study has occurred
since the énd of 1972, with\fhe years 1973 and 1974 accountinéifor 29%
and 36% of the 1964/5 - february, 1975 increase. The major share_qf_tbe
rise in the overall indek.iﬁlattributable to the sharp incfeése in food
prices over the whole pefiod,‘and to the.jump in the transportation in- “'i
dex ét fhe eﬁduof 1973 caused by the inc¥éa;e in petroleum prices. All
'bthef commoditf‘gfbuég“héve”risen in price to a much smaller extent than

' these two categories.

Since it is the lower ingome clasﬁes which have. a larger share
of food in total expendlture it is not surprising to find that their . -
consumer price ‘index has gone up more than on average. Table 1c giyes
| consumer‘price_indicesAfor_different income grouﬁs, where the indices
reflect dlfferences due to variations in the composition of ‘total }ouse—-.
hold expéndlture alone, and not to dlfferentlal rates of price increase
by income class. There is a definite negative correlation between the
rate of 1ncrease 1n prlces and the 1ncome level The poorer fan1lln"
thus suffer the further dlsadvantage of hav1ng to pay more for their

basket of commodities relative to what better-off families pay for thcirs.

Yhile the top income class has been experiencing an average rate of price
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Table 1b

Price Indices for Major Commodity Groups, Bangkok Metropolis

—

e s e e i

. October 1964 - - |
Commodity Group September 1965 ;968 1972 1973 1574 | February;
i 1975
Food 100 118.1 | 131.8| 150.8 | 193.8 | 186.77%
Clothing 100 106.7 | 104.3| 119.2 | 140.5 | 145.9
lousing 100 103.0 | 111.51 120.3 | 130.6 | 132.2
i : € :
Persofial § Medical 1100 107.9 | 113.9] 118.1| 135,7 | 142.0
Care
Transportation 100 102.8 | 113.2| 129.0 | 179.5 | 1B1.0
Recreation, Reading 100 101.9 | 107.4| 114.8 | 135.2 | 136.4
& Education o _
| Tobacco & Alccholic 100 0 99.9 | 101.2| 103.7 | 116.7 | 118.7
Beverages : R R i
{ All Items 100 110.5 | 120.6| 134.8 | 166.2 | 170.6
| } i

Source : Bank of Thailand Monthly Bulletin, Table V.15




Table lc |

C TS Lo

Consumer Price Indices for Different Income Classes, Bangkok Metropolis

- ' : ' ! ] :
Household. Income Class ! Under B 6,000 B 12,000 ! B 24,000 | B 36,000 !E 60,0?%
(in 1962/3 prices) B 6,000 -11,999 -23,999 - 35,995 -59.999 { and ov-1
|
Cctober 1564 - _ ,
Septenmber 1965 : 3 100 . 100 100 100 100 160
1968 111.7 111.4 110.6 110.2 109.6 1b8.3
1972 | 122.3 121.8 | 120.6 | 120.0 119.5 | 117.4
1973 ' 136.9 | -136.3 | 134.8 1 134.2 133.3 | 130.5%
1974 - 170.4 :168.4 166.2 165.3 164.1 160.0
‘February: 1975 -175,2 173.0: 170.7 - 169.7 168.3 163.7
{
[}
T.

Source : Calculated from data inLTables la and 1b.:



increase of around 5.1% per year, the rate has been 5.8% for the poorest

class.

Tables 2a—c.give_the picture £9; allsﬁrban areas for the same
reried, Very similar results are in eviaénée ﬁere,_but the differential
in the rate of price increase between the poorest and richest groups is
less wmarked. This can in part be traced to a smaller decline in the
oroportion of total expenditure spént on food between the bottom and

_top income classes as defined here.

The impact of price increases on different income groups in
rural areas cannot be measured directly since a time series for rural
prices is not available. Table 3a presents the expenditure weithts by -
income class for rural households. In Table 3b we have calculated.overn
all price indices by income class, where the urban price indices for
commodity:groﬁps have been used.. This may not be so drastic as it soﬁnds.
It has noé been assuﬁed that rural and urban prices are identically ths
same; they could still have been very different in the base year. Using
the urban indices does not create a major protlem as long as the rise
in prices for cach commodity group has been similar for urban and rural
areas over time. This is the case if urban and rural Pripgs of'éommodi~
ties by major groups bear a reasonably constant relationship to each
other, so that rural food prices have also gone up more rapidly when
compared with other commodities. The consumer price indices obtained
reflect the differential impact of price increases on different income

classes due to different consumption patterns between rural and urban



Tahle Za

Weights of Seven Major Commodity Groups in Total Expenditure,

"All Urban Arcas, 1962/3

Houschold Income Class | Under | B 3,000 | B 6,000 | B 12,000 | B 18,000

(in 1962/3 prices) % E 3,000 -5,999 | -11,999 ~17,999 | and over|
N . - i

Commodity group (in per cent)

Food 50.4 51.7 47.1 . 41.5 39.0

Clothing 13.9 13.4 . - 16.0 16,1 15.9- ¢

| Pousing 16.4 | 13,5 14.7 16.5 17.3

i .

i

i Perseonal and

. Medical Care 8.1 8.5 8.0 7.7 | 7.6

| .

tTransportaticn 3.1 3.1 2.9 5.1 7.5

F .

{ Recreation, Reading .

. and Education 3.6 4.2 3.5 8.5 8.3

:Tob;cco & Alcoholic 4.4 5.6 5.8 4.7 4.4

i gverages _

Source - Household Expenditure Survey, National

Prime Minister's Office, 1962/3

Statistical Office,



Table 2b

Price Indices for Major Commodity Groups, All Urban Areas

Cctober 16564-

i February ;

. oo -

.Commpdlty Group September 1965 1968 19?2 1973 1974 1975
: ' =
Food 106 118.8 | 127.8( 153.7 { 198. 207.4
Clothing 100 101.0 | 108.7 | 125.9 | 149. 155.7
Housing 160 105.1 |. 112.9 | 125.8 | 146. ' 148.3
Peré°“al & Medical 100 104.7 | 114.4 | 118.7 | 134. 142.4 |

are N
Transportation 10¢ 100,47} '106.1( 115.0 | 159. 164.6
Recreation, Reading 100 101.7 | 112.51 121.2 | 138. 141.5

§ Education SRR
;i' -
| Tobacco & Alcoholic 100 100.5 | 102.4| 105.4 | 121. 122.6
i Beverages |
l - — ~ . — E
fA1l Items 100 110.9 | 119.5| 138.1 | 171, 178.2 |

Source : Bank of Theiland Monthly Bulletin, Table V.13.
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Takble 2c¢

Consumer Price Indices for Different Income (Classes, All Urban Areas

R

Household Income Class? Under i B 3,000 | B 6,000 ‘ B 12,0001 B 18,800§
“(in 1962/3 prices) B 3,0000 -5,999 | -11,995{ -17,999| and over'
- -
!
Octcber 1964 -
“September 1965 160 109 100 100 100
1968 110.9 111.1 110.3 108.3 108.9
1972 : 119.32 119.4 118.5 T 117.6 117.2
1973 137.9 |- 138.0 136.6 134.9 134.1
1974 " 171.2 171.5 169. 1 166. 4 16546
' February 1975 177.8 | 178.1 175.5 172.6 171.6

Source : Calculated from data in Tables 2a and 2b.
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Table 3a

Weights of Seven Major Commodity Groups in Total Expenditure,

All Villages, 1962/3

Household Income Class | Under  |B 3,000 B 6,000 | B 12,000 | B 18,000 |

(in 1962/3 prices) B 3,000 -5,969 1 -11,999 -17,999 | and overl
| |
Commodity group {in per cent)
[

Food 51.8 | 47.5 44.1 39.6 33,1
Clothing 18.7 | 19.2 20.9 19.8 17.8
Housing ' ' 12.0 13.0 13,1 14.4 16.9
Personal & Medical 8.0 8.6 8.0 7.6 6.6

Care ‘
Transportation 2,8 3.5 4.4 7.1 12.4
Recreation, Reading : -

and Education 2.2 3.4 4.8 6.3 7.5
Tobacco & Alcoholic 4.4 4.8 4.7 s 2 4.6

Beverages

Source : Household Expenditure Survey, National Statistical Office,

Prime Minister's Office, 1962/3
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le 3b

Consumer Price Indices for Different Income Classés, All Villages

¥
3

t

T

* Urbar commodity group price indices are weighted by
village expenditure weights to obtain the total indices.

Houschold Income Class | Under | B 3,000} B 6,000 B 12,000 B 18,000
(in 1962/3 prices) B 3,000 % -5,995 -11,999 -17,999 | and over
October 1564 -
September 1965 100 100 100 100 100
1968 111.0 110.3 110.0¢ 108.9 107.8
1972 119.3 118.5 . 117.9 117.0 115.8
1973 138.4 | 136.9.| 135.9 | 134.2 131.9
1974 172.2 169.8 168.2 165.9 163.4
February, 1975 179.0 176.4 174.6 172.1 169.3
Source : Calculated from data in Tables 2Zb and 3a.
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households, while ignoring differential price chahges of similar cormodi-
ties in the. different locations over time. In fact, for the few years
in which rural prices are available, it has been found that the urban/

3/

rural differential is small.~ Thus the assumption that the movements

of rural prices follow those of urban prices is very reasonable.

Again the declining weight of food in the total budget with
the income level shows up in 2 higher ratc of increase of the generzl

consumer price index for poorer families.

Apart.from the usual problems encountéred in constructing pripe
indices the compafison here suffers from aggregafion, the fact that there
are only éeven commedity groups. The price indices for the major groups
are not the same for all income classes to the extent that prices of;{
individual items have goné up at different rates and these items have
different ﬁeights inrthe group for different iﬁcome classes. It is not
immediateiy clear what effect this has on the results; If the same
tendency exists for items within the group 2s does for thg major Froups,
namely that items which have larger weights in the budgets of poorer
households are the ones which have also experienced the more rapid in-
creasé in prices, ﬁhen we must conclude that the consumer price index
for poor fﬁmilies has gone up even more and that for rich families even
less fhan wé have found using aggregated cémmodities. If the qpposite

tendency exists, then the use of only a few major commodity groups has

3/ See "Regional Consumer Price Indices for Thailand, 1970".



exaggerated the differences between the inflation rates of high and Icv
income classes. FHowever, the results so far indicate such a definitc
negative correlation between the consumer price index and income class
that we are inclined to think that this pattern will persist if the more

refined indices could be constructed.

The deficiencies in the data suggest that in order to deter-
mine the extent to which price increases affect various income groups
differently, it would be necessary to construct price indices corres-
ponding to different income classes by region and location. Expendi-
ture weights must therefore be available and in addition the prices paid
for the same commodities by different income groups must bé collectod.
But insofar as the urban/rural price differential within a region is
small, and if it should be the case that the differences in prices of
consumer goods paid by diffefént income classes are small relative to the
differential price increaéeé between major commodity groups over timc,
which seems plausible; then our results indicate how price increases
which involvé consumer goods with larger weights in the poor's commodity
basket result in a more rapid increase in their consumer price index
relative to the rich. The poor suffer more first of all because total
expenditures form a larger percentage of their incomes so that there is
less of an income margin, if any,to enable them to keep real consumytion
at a constant 1e§el. Moreover, when real consuﬁption declines_for the
poor it is a serious problem if they are‘near of already below the sub-
sictence level. Our calculations show that further aggravation of the

L

problem is brought on by the unfavourably larger overall price increasec



facing the poor during recent years.

Furfhermcre, if it should be thc caﬁe that the consumer price
indices fof the lower income groups rise significantly faster than the
index for ail classes. together, as seeﬁs te héve béeﬁ the‘case for
Bangkok-Thonbufi although not for all urban or ;ii rural areas, then this
would provide an additional reason for the construction of seﬁﬁréte in-
dices for different income groups, in addition to region and location.
The index pertaining to the lower groups corresponding to those who are
affected by minimum wage legislation is the appropriate one to use for
the adjustment of the minimum wage over time to counter the increasc in
the price level, not the average index which pertains to all income

classes together.

Government efforts to hold down food prices, to the extent
that they check a larger increase in the overall price index of the pocr
compared tc the rich, can be said to have a favourable impact on the
income distribution. Price increases such as have been experienced during
the past.decade have had an adverse effect on the level of total in:zome:

equality and should be adequately dealt with.

P Do . . -



Appendix

The purpose of this appendix is tc¢ indicate more precisely the
causes of different rates of increase over time of the genmeral consumer
price index for different population groups, which may be income claszos

_ .

as in this paper, or regions of a country, or any other classification

of the population.

A general consumer price index at time t is given by

oot
15 4P
P = -"‘]?l"_""—""_"" Iad 100

0.0
121 &P

where Qg is the quantity of commodity i consumed in the

base period, .

‘Pg is the price of commodity i in the base period,
Pi is the price of commodity i in period t,
and n 1is the number of commodities in the price index.

. t . - . . .
The index P~ is usually rewritten in terms of relative prices

tc invelve expenditure weights instead of quantity weights as follows:

no o)
LR = ) it 050
ot - \Py 100 = g W, Kui- nere H. = %P B oo
£ B noo : TS \PS / where W, = 4 Q%p° -
§] I
ify Py iFp 12

Censider two population groups and assume that the prices of

all commodities facing them are identical in the base period, but that -
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their expenditure weights for the commodities are different. Suppose
also that the price increases for various goods over time need not hc -

the same for the two groups. Using superscripgs A and B to demote the

groups, we.have,_in pefiod t, .
. * -
noo, PRt
ooz owh|L
P = =1 1l p°
i= \ Py
- Bt
n pP.
* "~ and PBt = . I WB( = \ ¥
: i=1 \ p°
- Py /
Let AW, = W? - W%
1 1 1
and APT = pBt _ pAt y
- =1 i i
» SECARE USRS
Then P = ,I 1 "
i=l o
P.
1
i AL} [t P
p n i P n AP,y n . fOP
and PPY o pAt o poaw S oA, oWt
i=1 71 1pG 5 T | pO / it B
\.i/ i/ 3

So the consumer price iﬁdex for group B will be.greater than that for
group A in peribd t, that is the rate of general increase in'pfices wiil.
be greater for group B, if the three components of price change on *hy |
right-hand side of the eqﬁatiOn sun to a positive number.

The first term represents the compositional effect. Ignoring »

the possibility of having price increases of individual commodities
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over time which are différent'for the two population groups, the term
measures the effect of different expenditure weights for the two groups
under the same pattern of price increases. 1f food prices have risen
rapidly and group B Mas a larger weight for food than group A, then Awi
for food is pesitive and P?t is large so that we have a large positive
term going into the compositional effect; Thére will be some negative
terms representing commodities for which.the weights are larger for
group A than for group B, for example transportation, but if the rate
of price increase over time for them is sméller and if in addition the
difference in weights, A¥,, is small, then the total compositional

effect will still ke positive.

The second term in the above equatidn is the effect of differ-
ential price increases for_the two population groups. Eﬁen if the
compositions of consumption for the groups are the same; there will be
a difference in their consumep price indices at time t if the two grouss
experience different rates of price increases for identical commoditics
purchased. The terﬁ can be @ositive or negative depending on the signs
of the AP: 's and the sizes of their corresponding weights. A positive
effect would ihdicate that on the whole group B faces lérger price.inw
creases over time than group A, even thoﬁgh for individual commoditiss
the price incréases for group A may be more rapid. The'differential
price increase effect can thereforc eifhef reinforce or counteract the'.

compositional effect.
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The last term is the interaction effect of including both com-
positional and differential price increase effects together. Its magni-
tude is smaller than the other two terms since it consists of second-

order terms but should still be included.

If it is assumed that different population groups face roughly
the same prices for identical commodities, then the second and third
terms are zerc. Differences in the overall consumer price index then
result solely from the coﬁpositioual effect, and the behaviour over time
of prices of commodities having large weights in the price index is the
important deferminant of differences in the consumer price indices for
different population groups. This explains why the poor are found to
have experienced a more rapid rise in the consumer price index over time;
food prices have geone up much faster than other prices and food has a

larger weight in the consumption basket of the poor than the rich.

It is theoretically possible that the result might bc reversed
if the second and third terms could be included. But the size of the

AP; terms is not likely to be large; the poor and the rich may pay

different prices for identicalcommodities but it is unreasonatle to think

that the differcnces will be very significant. It can be expected that
the first term, the compositional effect, will dominate in the determina-
tion of differences in the consumer price indices for the rich and the

poor over time.
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fegional Consumer Price Indices for Thailand

Introduction

The purpose of this brief note is to report the results
obtained in the construction of consumer price indices by region and
Jocation for Thailand, as well as some of the problems encountered,

thereby making explicit the limitations of the indices presented here.

In our work on incéme distribution in Thailand the need for
consumer price indices by region and location became very apparent,
Without adjusting for prices, the income differentials between
regions would vpe distorted, the actual direction of the distortion
being unknown, Even more serious is_the fact that the disparity in’
incomes between rural and urban areas weuld be exaggerated, if it
should turn out as commonly expected that the cost of living in rur=l

areas is substantially lower than that in urban areas., Short of

L]
*

constructing consumer price indices by region and location it is im-
possible to say how serious the problem is, and this seems to be a

'

rationale in itself for the whole excrcise.

Onee the regional consﬁmer price lndices have been obtained,
they can be used in a number of ways. In general, vegional compérisons
of income stand to benefit from some adjustment for the price level.
For cur own purposes the indices are essential for a study on income
distribution for at least two reasons. First, regardless of the
method used, in any decomposition of total income inequality the

contrivuticns of region and location are distorted without the adjust-

il



-uﬁﬁi_

ﬁeht, since the total inequality index necessariij depends on the
,4verage income levels by region and locatioﬁ;l Second; in terms of
making a comparison of the standard of living by region or locaticn,
for instance by making use of such a measure as family income per
capita,'the comparison is necessarily invalid without price adjust-
ments, the problem being nmore serious the larger is the price differ~
ential between two'regions or loéations in relation to the income
disparity under consideration. In addition, some cost—of—living
adjustment is desirable in any work on migration, fto the extent that
otherwise the atiraction of a higher money income in the city or in
"some other region does not correctly reflect the real income gain

facing a potential migrant, - .

Existing Consumer PFrice Indices

‘The Department of Cbmmércial Intelligence of the MinisfryTpf
Economic Affairs has been collecting data on prices since 1960.1 Using
. . .
family expenditure figﬁres collected in the Houseﬁgid Expenditure
Survey by the National Statistical COffice in 1962/3, the Department
has been able to calculate consumer price indices for Bangkok-Thonburi
and the. five regionsJOf Thailand, - the Northeast, Horth, East, Centre

and Southqi. The indices are reported, for example, in the Bank of .

‘Thailand Monthly Bulletin,

1 However, the price data did not become available for the whole

Kingdom until Qctober, 1964,



The price indices conétructed by the Department of Commercinl
Intelligence appear us,indices over time, one for each of the six |
: .
regions and with October 1964 - September 1965 ns the base year in
each case.2 These cannot easily be converted to give a comparison of
the level of prices across all regions at any point in time. On the
face of it, 1f we could only pget the relative price indices for one
of the years, say the base year, then the timc-series data coculd be

converted such as to reflect price differentinls across regions for

every year.

The problem, however, is that the quantity weights which are
appropriate for the time-series case are inappropriate for the cross-
section case. From the fiousehold Expenditure Survey, the Department
of Commercial Intelligence has obtained what amounts to quantitym“
welghts corregponding to each refion, and thése have been ﬁsed,
corréctij 50, to get a series of consumer price indices over time by
region, Thus we are able to compare the price of o 'tﬁpical' baékef

\ <
of commodities consumed by a household in a particular region as the
prices of the individual commoditics change over time. Tt will thus
be noted that at any point in time the quantity weirhts used to
combing the prices are different by region. This is as it should be:
each of the regional indices is concerned only with one regihon whose

welghts must be used in the construction of its price index each year.

2 The base year (1962=100) was later shifted to Qctober 1964~
September 1965 = 100, but the 1962/% weights are still being used.



But in order for a cross-country comparison of prices to be

made, we neecd to know the price of the same basket of commodities

»
+

‘purchased 1n different regions at the same point in time. This
involves selecting one region as the base region and using its quan-
tity weights to comstruct the price indices for all the regions. 1t
follows then that there is no painless way of going from the existing
time-series price indices to the cross-section indices. The raw
prices must be reccmbined in such a ﬁay.that the weights used are

identical for every rcgion concerneds

of
The consumer prices cellected by the Department’ Commercial

Intelligence.are usually for urbén areag alone and thus only urban
price indices are caleculated and published. However, between 1966 and
1970, prices were collected for both muniéipalland nonmunicipal ares:s
for all regions. Since then the collection of nonmunicipal or rural
pfices has been suspended and apparently will only be resumed after
new consumer expenditure weights become available from the Household
Txpenditure Survey to the conducted by the National Statistical Office
in 1975. It is fortunate that for the brief pericd between 1966 and
19707we have som: basis for comparing prices by urban/rural location

as well as by region.

. Method

Qur objective is merely to utilize the existing information
in constructing the regional consumer pricc indices. Thus we accept

without'quésfion price and expénditure data sUpﬁlie& by the Department



of Commercial Int.elligence.3 Moreover, we make no attempt to grapple
with the theoretical problems encountered in index-number theory. We
simply follow the usual procedurs of constructing indices, also

employed by the Department of Commercial Intelligence.h

The price index for any region R is given by

n
Q
S WF
=
o L0

S U

i=1" .
ﬁhere Qg is the quantity of commodity i consumed in the

base region, .

o ) . . .
Pi is the price of commodity i in the base region,
P? is the price of commcdity i in region R

and n is the number of commodities in the price index.

- The index PR can be rewritten in terms of relative prices to.

involve expenditure weights instead of quantity weights:

n 0 -0 ((E§>) ' n | SR
S G E F s QR (:PI?)

- i

PR = n1 0 -0 ' P30 %al I O L0 P?
s Y F g 0 Py 3
i=1 =1

3 The Department of Commercial Intelligence staff were very helpful

in supplying the data and answering questicns concerning them.

4  See, for example, CGonsumer Price Index for Bangkok-Thonburi,
Department of Commercial Intelligence, Bangkok, 1965.

L lOO



This formula is the more convenient one to use in actual

practice. The following steps afe taken in the calculation:

1. The absolute prices of commodities appearing in the
consumers' goods basket are collected for a point in time for all

regions.

2., Bangkok~Thonburi is taken as the base region andithe
regional absolute prices are converted tc relative prices with

Bangkok-Thonburi taken as 100 for each of the individual commodities.

5+ Within each commodity subgroup of the seven major commo-
dity groups, expenditure weights for Bangkck-Thonburi are calculated,”
The relative prices belonging to each subgroup are weighted to give

a price index for the subgroup applying to each of the regions.

4, Using expenditure weights within cach major commodity
group the subindices are combined to give indices for the seven major

groups by region.

5. Finally, the weights of the major commodity groups in
total expenditure are used to combine the major indices into an overw-

all price index for each region.

5 The weights are taken from table A-6 (Items Included in the
Index Calculation and Their Weights as of January 1964) in

Consumer Price Index for Bangkok-Thonburi, Department of

Commercial Intelligence, Ministry of Economic Affairs, Bangkok,
1965, pp. 176-192.
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Some Problems in the Construction of Consumer Firice lndices

Most of the pfoblams were encountercd when absolute prices
were compared by regoion. In general, it is'desirable to include as
many commodities as possible since an index is less reliable if it
is based on fewer items, the frice behoviour of which may ﬁd£‘feflect

the whole group they represent.

The Department of Commercial Intellipence has doﬁo quite a
respectable job of selecting goods to represent cach df the subgroups.
On:,therwhole the same items appear in both locations of all rcgions
for the period 1966-1970. However, since the prices are collected for
the purpose of constructing price indices over time, some of the ‘commo-

ditigs are not comparable across repion. Such incomparapility does
not in any way affect fhe time-series results as’ long as within each
reﬁion the data are comparable over time, which seums to be the case.

Some of the problems met are discussed below.

1. Dnits Where identical items appeur but with d;fferent
units an attempt is ﬁade to adjust the prices to correspond to the
same unit in order.ﬁo avoid having to leave out the price series
altogether. For example, soda water comes in litres in all regions
except the Northeast where it comes in bottles. Using the fact that
a standard bottle of soda water contains 440 c.c. or L4 litres we
are able to get the iitre price for the Northeast. In some cases it
is not possible to make the price data comparable., For exampie, bus
farcs in different fegions_refer to different, but; ungpecified,

distances so that the figures cennot be converted to the same unit.



2. Quality Where, as in the above ceses, the unit problem
is obvicus our task is easier than when we merely suspect the
problem, For example, face powcer is given in grems for all regions,
but the prices for the Northeast and Centre & East arc so out of line

with the rest that we cannot accept the fipures. Here we face the

problem of apparently identical units but with the units probably

meaning somewhat different things in different regions. - Manufactured
products suffer from this a great deal, whereas foodstuffs do not.
This is to be expccted since there is much more wariation possible
with manufactured poods which are nominally the same. This is in
spite of the effort on the part of the Department of Commercial
Intellisence to ensure that identical commodities enter in the price
index calculation. In a large nuﬁber of cases brand names have been
specified: '"Fab" for scap powder, "Pepsi-Cola" for soft drinks, and
s0 on, Other items are more troublesome amnd the preblem can be
groupéd under . "gquality differences". For instance, with.a number of
¢lothing itemg it is suspected that repional price variations reflect

differences in the quality or type of the products.

As a general rule, we try to keep as many commodities in the
index as possible, omitting only those whish we think are definitely
wrong. The omission may involve either scme or all of the regions,
the latter case occurring when the price data for the other regions

seem incompatible with the Banckok-Thonburi figure.

3. Missing data  The majority df the absolute-price series

are complete for all regions. In the event that data are unavailable



for one or more rerions, two cases can be distinguished., The first
is that in which the price for Banskok-Thonburi is missing. Here we
have no cheoice but to leave out the whole series since it is impossi-
ble to calculate relative prices when the base is missing., Incident-
ally, one of the rstionales behind the choice of Bahgkok-Thonburi as
the base region is the fact that it has the smallest number of miss-
ing prices. In the second case where the prices for one or more
regions outside Bangkok-Thonburi are unavailable, we leave in the

ones which we have.

In all three cases, whether o price is unavailable or has
been omitted on the grounds of incomparable unit or quality, the
expenditurc weights are adjusﬁed so.that £he renaining commodities
mike up the total basket, either-at the gubgroup or major uroup level,
At each level -of aggregation, the weights sum te unity. The advan~
tage of welghting 'the prices in stebs lies precisely in its treat-
men?kof missing data. Each missing'price ig hafe éssumed to behave
in 2 similer feshion to thé'index of the subgroup to which it belongs.
If the weighting is «done in just one giant step the assumption would
be that the overall price index reflects aécurately all the missing
prices. OSince the items are‘gréupéd in such arway that closely
related gouds appear in the same subgroup it seemS'more'réasoﬁable
to assume that the prices of the missing commodities follow the price
index of the subgroup rather than the overall regional price index.
Needless to say, if the priee information were complete, then whether
the weighting is carried out in stares or not would have no effect

whatsoever on the final results.
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The Regional Consumer Price Indices

Although consumer prices h%ve been collected since 1960, for‘
most of the years they are available for municipal-areés cnly. The
only years for which prices were also obtained for nonmunicipal areas
were 1966-1970, and of these the data were incomplete‘except for the
year 1970. We have therefdre chosen to construct regional consumer
- price indiées for this year. The relationship between regional price
levels is expected to be quite stable over such a short period for
which nonmunicipal prices were collected, so that it does not matter

very much which year is in fact selected.6

For 1970 prices are available for four regions, the Northeast,
Centre & Bast, Northeast and South, for both municipal and npnmunicipal
areas, as well as for the Bangﬁok—Thonburi municipality‘7 ‘Altogether
232 price items were collected, of which 202 were eventually used in
the construction of the indices. The remaining items were‘eiiﬁinated'

because of problems involving the units used, quelity differences or

missing data., The combined weight of the items. included is 89% of the

total so that the indices obtained should be & fairly pood reflection
L 4

of the true indices, had there beén no probvlems of data comparability.8

¢ In preliminary calculations in which urban price indices were
constructed for 1965 and 1969, only minor differences were found
in the pattern of regional price differentizls. |

7 g ippendix & lists the districts in each region for which the prices
were collected.

8 Appendix B lists the number of items and the weight, both used and
omitted, associated with each commodity subgroup.
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Seme differences might be-expected in thgiprice‘yariatiqns
across reglons for different times of the year. However, these should
not be serious for nonfood items for which prices are relatively
stable, In order to be sure that we arc not biasing the resu}ts by
picking a nonrepresentative month, while.at the same time to avoid
having to celculate average prices for the'whdle year which;would be
very tlmu-consumln £, We use four prlee Sarles for food 1tums but only
one for nenfood items. Food prices are collectsd Qn‘a:weekly basis
ang we average the weekly figures:to ggt four monthly price scriss.
The four months are February, May, sugust and Novembcr s¢ that each
of the quarters is represented. Thus we generate four food price
series at all levels of welghtlng. There is much less varlatlon 1n
the prlces of the other major ccmmédlty rroups. This is rbflectea
‘1n the fact that prices are collected on a monthly ba31s for clothlng
and for the remalnlng commodity groups only every three months, 'Wé
use the pricé_series for nonfocd cﬁmmodities fof.Méy énd there should

be n5 majof differences in the ﬁattern oflpriqes aéross region if

T

some other month had been picked.

L ]
Table 1 gives price indices for subproups making up the major

commodity‘groups for 1970. The Central and Eastern regions have been

combined into one by the Department of Commercial Intellizence.

The subindex which is‘most traublesome is public transportation
(5.2). This is based on four individual prlcc series and it is clear

‘that the dlstanccu 1nvolvcd in dlffcrent regions are not the same.



Table 1

Gonsumer Price Indices by Commedity Subgroups. 1370°

T 1 . f . : -
o URBAN KURAL
~H~\-~H\H\\\\\53§i0n Centre|dorthi BanIkOXk~- Centre Northi+
B Subgroup ‘«\‘H‘\\ North|& Tiast| east{Scutl|Thonburi [North!s East east1§0uth
i
1.1 ¥ice cereals and. flour _ i
products 86 a1 86 | Bk 100 8l oL ¢ 11z ! 7
1.2 Mzet, noultry and fish . !
1.2.1 Meat 8o 97 { 100 | 9k | 100 91 96 | 89 102
1.2.2 Poltry 86 50 53 | 86 1C0 Af 98 ¢+ 98 ¢+ &=
1.2.3 Fish and sea fond 112 95 113 o4 100 13k 98 112 g
1.3 Vogetnables and fruits !
5.3.1 Vegetables 97 9h | 105 i 113 100 107 85 | 117 | 1235
:.3.2 Fruits and berries 96 84 | 1ok 57 140 88 78 | 1u9 53
1.4 Bggs and milk products 02 100 101 Gh 100 116 90 108 86
1.5 Other food bought in market| 115 107 | 136 | 125 106 129 100 | 125 | 12
... wonalcoholic beverages 122 109 123 122 100 125 .96 1390 1h3
'L.% Frepared food 90 9L | 121 } 133 100 100 §6 | 100 | 130
7.1 Men's snd boy's clothing 82 Th a5 98 100 T2 80 80 1 10u
2.2 Women's ana girl's clothingl 90 91 35 & 160 80 - g1 78 oy
2.3 Cioth and sewing services ) 93 106 g9 102 100 8l 111 86 99
3.1 Shelter 7 . 107 T2 106 118 100 109 108 11k 112
3.2 Fuarniture and equipment 297 11k 81 | 116 100 80 78 81 ] 130
“.2 Paper snd cleaning supplics| 91 104 | 108 98 100 g2 | 100 | ic3 | 107
3. Household textiles 97 97 | 8t} s1i | 10 | 55 821 75 | 132
Z.% Household operation 148 154 150 17C 100 .128 150 1h9 193
4.1 Medical care 58 511 8 | 50 | 100 66 | 88| us | 66
.0 Perscnal care 164 9% 1 109 | 108 100 g8 106 87 b iz
5. Vehicles 10k 91| 98 {103 ! 100 = | 105 9b | 105 | 12k
5.2 Public transportation : - . - 106 e - - -~
5.1 Recreation 91 9U 97 | 110 100 87 86 86 | in:
&.2 Roading and education . 0l 66 l 63 67 100 T €5 62 <5
. - - 1 ] ;
7.1 dsbacec & aleohol 100 ; 101 i 101 | 10z 100 100 101 | 100 1 104

* A1 the roumding was done ouly for the purpose of presentation herc. More
giznificant figures werc used for thoe next soteps in weighting.

A/ Priceg were not collected.

AP ot a2t ern e e e e s
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The unit given is a “stoP",insfead of some specified distance, in
kilometres for example. Since there is not even one single series
which is relisble znough to represent the whole subgréup, we have
decided to leave this subindex out of the transportatiun-index.al-
topother. Unfortunately, public transpurﬁatioﬁ expenditurcs form

70% of the total transportation index while vehicles (5.1) form

only 30%.

The indices for the scven mejor commodity groups are presented
'in:Tablé 2. For food and beverages the indipes:fnr the four different
ﬁonths arc given as well as théir avérage. These monthly food indices
are combined with the other indices for major cémmodity groups to
cenerate four sets of consumer price indicos‘by repgion, in addition-

to the set based on the average values for food price indices.,

There:are three major conclusicns té be drawn frém these pricc
indices. First of aoll, it hﬁs bLeen shown that scasonal variations are
ot of eny éignificancéQ Evén though food prices fluctuate over the
course of the year, the pattern of relative pfiCes across region
Goes not change much. Food prices are the le&s£ steble of all prices,
80 that havinp examined thess in detail for fouf different months
of the year and found the same patterh'emerging, we &re bonfident

that ocur conclusion that the,tgtal price indices hear rouwghly the

same relatioﬁship te each other throughout the yecer is quite robust.
Secondly, there are some signhificant differences in the price

level by reglon, For the sverage scries of thg totel price index, we

see that the North and Centre & Eaét have price levels similar to
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Table 2

Consuier Pricc Indices by Major Commodity Groups, 1470

-~ URBAL RURAL, j
e Rogion [ ' K i | Expon
™~ Centre |dorthd Bangkok- iCentre Horth L ditur:
sajor ETOSB\\“H\\"ﬁorth'& Fast | east [Southi{Trhonburi | Northi& East east}Southé Welsit
1. ¥ood and Beverages | 93 35 109 | X107 100 105 Q2 107 1111 | 480
Februery 100 | 95 | 109 {109 | 100 w04 | g0 {110 [116
My 99 | 93 1196 | 104 100 109 €9 108 | 1iz
fugust 98 | 9% 1109 {108 | 100 203§ 93 1103 | 108 |
fiovenber 98 | 95 | 111 | 106 | 100 103 f 95 105 | 110
b
2. Clothing 87 B6 66 95 100 77 90 81 {100 | .0.07
_ R
3. Tousing 127 | 119 i28 | 1b3 100 116 | 128 13¢ ;154§ 1913
Y. Hesith & Personal
2are 81 75 g4 84 .1 100 8z 97 1 6T 88 .07
s+ wransportetion 104 91 38 1109 100 105 gk 105 | 12k G505
~. Recreation. Reading ' ]
and Education 79 30 83 93 160 g2 T9 6 88 | .055¢
. iobacco & Alcohol | 100 ! 101 101 | 102 100 100 | 101 100 | 104 | .okuo
Total Frice Index {101 | 96 107 | 1ie 100 101 99 104 {116 |1.0000
February 101 56 107 {1l | 100 101 68 105 | 118
Hgy 101 97 106 | 100 100 103 97 04 | 116
August 100 96 107 | 111 10G 100 39 104 !nfu :
Hovember 101 96 108 1110 |. 100 101 {100 103 i 115 i
! : i :
L 8

4
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Bangkok- Thonburl, having indices of 101 and 96 for urban areas and
101 and 99 for rural aress respectively when Bangkok-Thonburi is

taken as 100. Nertheastern prices are 7% higher in urban areas

and 4% higher in rural sreas than Bangkok-Thonburi. 'The Scuthern

region has the highest prices, as much as 10% higher than Bangkok-
Thonburi in urban areas and 16% hicher in rural areas. The differ-
ences in price'levels can be attributed in part to food rrices
which roughly set the pattern for the overall price level since

their expcndlture weight is AB% of the total.

Compared with Bangkok;Thonburi, the nonfood price indices
are scmetimes hicher and sdmetimes ldwer for the cther regions.
Hou51ng is noere expen31ve 1n the provinces and since this has sn

expenG1ture welght of 19% 1t tanOQ to raise the ovurall indices,

=c,spec:L?lly in thc bauth Clothln%, hodlth anc pbroOHul care,

‘recreation, rcﬂdln{ and acucatlon ure, however, chegper cutside

Bangkok—Thmnburl. Tobacco anu alcohol have rouahly the same prlce

level everywhere.

Thirdly, contrary to éxpectation,-the urban/rural price
differential is very small. That is, cven though there are sirni-
ficant regional variations, within each region urban and rural
rrice indices are very similar, In the North they are exactly the
same, the higher food prices in rural areas being compensated for
by cheaper nonfocd items. In the Northcast rural prices are a
little lower than ﬁrban prices because of cheaper nonfood as well
as food prices, whereas in the Centrc & Bast they are somewhat

higher on account of higher prices for nonfood items. The only
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major urban/rural price differentiel is found in the South where the

urban indéx is 110 whils the rural index is as high as 116, which is

due to higher rrices -for boﬁh'food and nonfood commedities in the

rural areas,

‘ Summary and Conclusion

Table 3 gives repional price indices for food, nonfood and all

items. Our work indicstes that seasonal variaticns in the pattern of

relative prices are very small, and the price indices presented here

can be taken as applic&blé generally.

Teble 3

Repional Consumer Price Indices for Thailand, 1970

5Expendi-f

that these are minor compared with the experience of other less developed

countries.

is small.

Urban Rural
i ; 7 ture
N {CE |KE | 5 | 5T| N |&B | NE | S |wWeight
* Food 981 95 169 | 107 100 | 105 92 1 107 111 4805
|
Nonfood 103) 98 | 205 {113 |+100| 98 | 105|201 | 120| .5195 |
Total 101} %6 { 107 | 110 100 { 101 59 { 10L 116 § 1.0000
) 1
The consumer price indices obtzined show that there are sizni-

- ficant differences in the consumer price levels across region, but

Within any one region, the urban/rural differential in prices
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Lppendix

Locations Where Frices were Collected

Municipal

hmphur

Muang
Muang

Phayao

Muang

Muang

Muang
Muang

Muang

Muang
Mueng
Muang

Warin

Chamsap

Hat Yai

- Muang

Muang

Changwad
Nakhon Sawan
Phetchaboon
Chiang Rai

Chiang Mai
Lopburi
Samutsakhnn?{m

Kanchanaburd.

Chonburi .

Nakhon‘Ratchasima

Knon K=en

Udon Thani

,Ubon Hatchgthani

Songkhla
Krabi

Ranong

Nommunicipal
Haphur Chengweg
Ko Kha - Lampang

Bang Pa-in

Klaeng

Mukdahan

Chom Thra

Ra-ngae

Phra HNakhon
Si syutthaya

Rayong

Nakhon Phancom

Surin

Nzrathiwat



~ppencix B

Humber of Items Used and the Corresponding Weights

in the Consumer Frice Index

| bumber of { Humber of | Total NumberiWeight of }Weirht of Tetal
Tten items used | items omitted of items | items usedj items omitted .Weight
I, Food and Beverages 8l g 93 .931 069 1.000
1.1 Rice cereals an¢ flour products 7 - 7 1.000 - 1.000
1.2 MNezts, poultry end fish |
1.2.1 Meat . 1 - - 1 1,000 - 1.000
l.2.2 Foultry 3 - 3 1.000 - 1.000
1.2.3 Fish and se% food e 16 - 16 1.000 - 1.000
1.3 Vegetables and fruits
- 1.3.1 Vepetables 20 - 20 1.000 - 1.00C
:* 1.3.2 Fruits and herrics 4 L 10 .533 LE7 1.0GC
1.4 Egfgs end milk products 5 - 5 1.000 - 1.000
1.5 Other food bourht in market g 2 10 LHLC 060 1..000
1.6 Honalecholic beverages 6 3 g 526 LT 1.000
1.7  Prepared food 2 - 2 1.000 - 1.000
II. Clothing L6 6 52 506 094 1.000
2.1 Men's and boy's clothing 17 2 15 .939 061 1,000
2.2 Women's and girl's.clothing 16 3 19 BLT .153 1.0600
2.3 Cloth and sewing sgrvices 13 1 1y .510 090 1.000
1II. Housing 35 . 6 Al .901 099 1.000
3.1 Shelter 5 1 6 658 42 1.000
2.2 Purniture and equipment 13 2 15 L7315 285 1,000

Bl
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. appencix B

' (Continué&).

o Ttem Number of | fumber of Total Number Eﬁeight-of‘ E Wéight of !_?o@al
o {tems used | items cmitted of items %1tems used | items omitted]! telght

3.3 Paper and cleznin, supplies 6 1 % L 86Y 131 1.000

3.L Housch.id textiles "5 1 5 619 381 1.000

3.5 Household upergﬁion ' 5‘ 1 7 LGLE .052. 1.000

v .V ‘Health & Personzl core 19 3 22 .553 L7 1.000

{ 4.1 Hedical care -7 3. 10 .905 095 1.000

%I .2 Fersonal core iz - 1é. 1.000 - 1.000

.V. Transpoftatian L & 10 268 132 1..000

5.1 Tehicles L 2 6 V728 212 | 1000

5.2 Public transportation - L L - 1.000 1.000

vT. Recreation, Reading and Educatioﬁ 11 - 1& 1.000 - 1.000
6.1 Rédrcation L - L | 1.000 - 1.000

6.2 Reading and educetion 7 - _7 ~1.000 - 1.000

VII. Tobacco & ilcohol . 3 - 3 1.000 - 1.000
;Tota.l 202 30. 232 888 112 { 1.‘.600"-

*
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‘Regional Consumer Price Indices for Thailand

Introduction

The purpose of this brief note is to report the results obtained
in the construction of consumer price indices by region and location for
Thailand, as well as some of the problems encountered thereby making

explicit the limitations of the 1nd1ces presented here.

In our work on income distribution in Thailand the need for
consumer price indices by region and location became very apparent. With-
out adjusting fer prices? the ineome‘different;alswbetween regions would
be distorted, the actual d1rect1on of the distortion being unknown. Even.
more serious is the fact that the disparity in incomes between rural and'
urban areas would be exaggerated, if it should turn out as commonly cx- 0
pected that the cost of 1living in rural areas is substantially lower
than:that in urban areas. Short of constructing consumer price indices

by region and location it is impossible to say how serious the problem

is, and this seems to be a rationale in itself for the whole exercise.

Once the regional consumer price indices have been obtained,
they can_be used in a number of ways. In general, regional compaiisons}“
of income stand to, benefit from some adjustment for the price level:

For our own purposes the.indices are essential. for a study on incomé
distribution for at least two reasons. First, regardless of_the‘method
used, in any decomposition of total income inequality the COntributiens
of region and location are distorted without the adjustment, since the

total incquality index necessarily depends on the average income levels

b
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by region and location. Sééond;-in'feims of making a Compariéé%lof the
standard of living by region or location, for instance by making use of
such a measure as family income per capita, the comparison is.necessarily
invalid without price adjustments, the problem bhaing more serious ti-
larger is the price differential between two regions or locations in rela-
tion to the income disparity under consideration. . In addition, some cosu-
of-1iving adjustment is desirable in any work on migration, to tho extent
o L _
that otherW1sn the attractlon of a hlghbl money income in the city cor in

some other reglon does not corrcctly rcflect the real 1ncom9 galn f3c1ng

a potent1al migrant,

Existing Consumer Price Indices

The Departmeﬁt.af Commercial Intelligénce of the Ministry cf
Ecnnomlc Affalrs has been collectlng data on prices since 1960, Y Using
family expendlturc flgures coliccted in the Household Expenditure Survey
by the Naticnal Stat15t1ca1 Gffice in 1962/3, the Department has bee,
able to calculate consumer price 1nd1ces~%or Bangkok-Thonburi and tre

five regions of Thailand;'thé Nbrtheast; North, East, Centre and Séuth.

The indices are reported, for example, in the Bank of Thailand Monthly
Bulletin. o
The price indices constructed Ly the Department cof Commercial

Intelligence appear as indices over time, one for each of the six regions

N

1/

~'  Howéver, the price data did not become available for the whole
Kingdom until October, 1964.
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and with Og;ober 1964 - September 196% as the base year in each cng.E/

These cannot easily be converted to give a comparison of the level of

prices across all regions at any point in time. On the face of it, if

BT

o’

we could only get the relative price indices for one of the years, say

Pie

the base year, then the time-sgries data could be converted such as to

A

reflect price'differentials across regions for every year.

The problem, however, is that the quantity weights_which are
appropriate for the time-geries case are inappropriate for the cross-
section case. From the Houschold Expendifpre;Sg:yey, the Department of
Comme;ciallIntelligenqp haé_obtained what, amountghpd quantity weights
qgrresponding to each regiog, and these have been used; correctly so, 10
éet a series of consumer price indices over time by region. Thus we age:
able to compare tbe priée of a 'typical' basketlof commodities, consumed L
by a household in a particular region as the prices of the individugl
commodities change over time. It will thus be noted that at any péint
in time the quantity weights used to combine the prices are difégrent Ao
by region. This is_a§iit ghould:be: gach of thg regional indices is
concerned:on;y with one regiqn who;giweighfs‘must be used in the con-

struction of its pricg index each year.

But in order fora eross-country comparison of prices to b. made,
we need to.know the pricé of the same basket of commodities.purchased in

different regions at 'the same pointiin tiMe;,,This involves selecting one

2/ The~ bese year {1962—100) wds later shlfted to October 1964-ueptembcr
1965 = 100 "but the 1962/3 welghts are still belné used, it



region as the base region and using its quantity weights to construct tho
price indices for all the regions. It follows then that thesre is no
painless way of going from the existing time-series price indices to the
cross-section indices. The raw prices must be recombined in such a way

that the weights'used_are identical for every region concerned.

The consumer prices collected by the Department of Commercial
Intelligence are usually for urban areas alone and thus only urban price
indices are calculated and published. However, between 1966 and 1973,
prices were collected for both municipal and nonmunicipal areas for 211
regions., Since then the collection of nonmunig¢ipal or rural prices has
been suspended and apparently will only be resumed after new consumer
expenditure weights become available from the Houschold Expenditure Survey
toe the conducted by the National Statistical Office in 1975. It is fortu-
nate that for the brief period between 1966 and 1970 we hhve some basis

for comparing prices by urban/rural location as well as by region. .

Method

Our objective is merely to utilize the existing information in
constructing the regional consumer price indices. Thus we accept without
question price and expenditure data supplied by the Department of Cormer-
cial Intelligence.éj Mo;eover, we maké.ﬁq #ttemptzio g?éﬁple with the

theoretical problems encountered in index-number theory. We simply follow
. o : : N Lo N

the usual procedure of constructing indices, also employed by the Departmenii

3/ The Department of Commercial Intelligénce staff were very helpful‘in

supplying the data and answering questions concerning them.
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The‘ﬁiice;indek for any region R is given by

ﬁ“ ~0 R
roYG Py
R =
P - 2 . 100
O
1=1 1 1

0. . . . . :
where Qi is the quantity of commodity i consumed in the

base region,
EIoa -
is the price of commodity i in the base region,

is the price of commodity i in region R

om0

~and n  is the number of commcdities in the price index.

The index PR can be rewritten in terms of relative prices to

involve oxpenditure weights instead of quantity weights:

R ) , . LT
p @0 {4
PR B | o n 0 ,0
P = . 100 = i=1 5 o .0 " 100
P P QP
='1.‘:"‘ 1

=14 i

S

This formula is the more convenient one to use in actual

practice. The following steps are taken in the calculation:

4/ See, for example Consumer rlce Index for Bangkok Thonturi,
Department of Comméfcial intellipence, Bangkok, 1965.

coad,



1. The absolute prites of commodities appearing in the consumers'

goods basket are collected for a point in time for all regions.

2. Bangkok-Thonburi is taken as the base region and the regional
absolute prices are converted to relative prices with Bangkok-Thonburi

taken as 100 for each of the individual commbdities.

3. Within each commodity subgroup of the seven major commodity
groups, expenditure weights for Bangkok-Thonburi are calculated.éf The
relative prices belonging to each subgroup are weighted to give a price

index for the subgroup applying to each of the regions.

4. Using expenditure weights within each major commodity group
the subindices are combined to give indices for the seven major groups

by region.

5. Finally, the weights of the major commodity groups in total
expenditure are used to combine the major indices into an overall price

index for each region.

Some Problems in the Construction of Consumer Price Indices

Most of the problems were encountered when absolute prices werc
compared by region. In general, it is desirable to include as many com-

modities as possible since an index is less reliable if it is based on

5/ The weights are taken from table A-6 (Items Included in the Index
Calculation and Their Weights as of January 1964) in Consumer Price
Index for Bangkok-Thomburi, Department of Commercial Intelligence,
Ministry of Economic Affairs, Bangkok, 1965, pp. 176-192.
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fewer items, the price behaviour of which may not reflect the whoie'grodp i

they represent..;; °

The' Department of Commercial Intelllgence has’ done qu1te a

respectable JOb of selectlng -goods to .represent’ each of the'' subgrou“s

On the whole the same items appear in both locatlons of all reglons for ‘

the.perlod 1966—1970. However, since the prices are collected for the
purpose of constructing pfice indices over time, some of the commbaitfés
are not ébmparable aéross region. Such 1ncomparab111ty does not in anf
way affect the time- serles results as long as within each®region the data
are comparaﬁle over time, which seems to be the case. Some of the pro-

blems met are discussed below.

1. Units Where identical items appear but with different units
an attempt is made to adjust the prices to correspond to the same unit
in order to avoid having to leave out the price series altogether. For

example, soda water comes in litres in all regiops except the:Ncrtheast

where. it comes in bottles. Using the fact ‘that a standard bqﬁ;le ofnsoda‘

water contains 440 c.c. or .44 litres we are able to;get;;he'Iitre pfiéé o

for the Northeast. In some cases it is not possible to-make the price
data comparable. For example, bus fares in different regibﬁs'refer to
different, but unspec1f1ed dlstances so that the flgures cannot be con-

verted to the same un1t

2. -Quality Where, as in the above cases, the unit %roblemiis
obvious our task is easigy than when we merely suspect the problem. For

example, face powder is .given in grams for all regions; but the prices‘

S



for the Northeast and Centre & East are so out of line with the rest that
we cannot accept the figures. Here we face the problem of apparently
identical units but with the units probably meaning somewhat different
things in differégt regioﬁs; mManufactﬁred products suffer from @hié a.,
great deal, whereas foodstuffs do not. This is to be expected since there
is much ﬁore variation possible with manufactumed.goods which are nominally
the same. This is in spite of phe effort:qn theEpart of the Department of
Commefcial Intelligence to ensure that identical commodities enter in the. .
price index calculation. In a large nu@ber of cases brand names have teen
spec&fied: "Fab" for soap powder, "Pépsi*Cola" for soft drinks, and so

on. bther items are more frouﬁlesome and the problem can be grouped under
"quality differences'. For instance, with a number of clothing items it

is suspected that regional price variééions refle;t differences in the

quality oxr type of the products.

As a general rule, we try to keep as many commodities in the
index as possible, omitting only those which we think are definitely wrong.
The omission may involve either some or all of the regions, the latter
case occurring when the price data for the other regions seem incompatible

with the Bangkok-Thonburi figure.

3. Missing data The majority of the absolute-price series

are complete for all regions. In the event that data éfé unavailable for
one Oor more regiong, two cases can be distinguished. The first is that
in which the price for Bangkek-Thonburi is missing.. Here we have no
choice bu; to leave out the whole series since it is impossible to caleu-

late relative prices when the base is missing. Incidentally, omne of the



rat1ona1es behlnd the ch01ce of Bangkok Thonbur1 as the base reglon is thc
fact that 1t has the smalleqt number of m1551ng prices. In the second
case where the prlces for one or more reglons out51de Bangkok Thonburl are

unavallable we leave 1n the ones wh1ch we have.

In all three cases, whether a price is unavailable or has bLeen:
omitted on the grounds of I~c.iparable unif or quality, the expenditure
weights are adjusted so that the remaining commcdities make up the total
basket, eithggﬁat the subgroup or major group level. At each level of
aggregation, the weights sum to unity. The advanpage of weighting the
priugs in steps lies precisely in its treatment_of_mi;ging,da;a. Each .
miésing price is here assumed to behave in a sipilar fashion to the index
of the subgroup.to which it belongs. If_the weighting_;s done in just.
one giant step the assumption would be that the overall price index re-
flects accurately all the missing prices. Since uhe,items are grouped
in such a way that closely related goods appear in the same subgroup it

I
seems more reasonable to assume that the prices of the m1551ng commodltlcs
follow the pr1ce 1ndex of the subgroup rather than the overall reglenﬁl
prlce 1ndex. Needless to say, 1f the price 1nfbrmat10n were complete,

then whether the welghtlng is carr1ed out in stages or not would have no

effect whatsoever on the f1na1 results.

The Regional Consumer Price Indices

Although consumer prices have been collected since 1960, for
most of the years they are available for municipal areas only. The only

years for which prices were also obtained for nonmunicipal areas were
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1966~1970, and of tﬁese the data were incorplete except for the year 1270.
¥ie have therefofélchosén to éonﬁtruct regiénal cénsumer price indiqes for -
this year. Thé rélationship between regiénél price levels is expecfcdhtﬁ
be quite sﬁéble over sucﬁ a short period for which nonmunicipal prices
were collected, so that it does nct mattér very much which year is in fact

selected.éf

For 1970 prices are available for four regions, the Northeast,
Centre & East, Northeast and South, for both municipal and nonmunicipél
areas, as well ds$ for the Bangkok-Thonburi municipéiity.Z] Alfdgéfher
232 price items were collected, of which éOZ Were eveﬁfually ﬁéed“in the
construction of thé indices. The remaining items were eliminated because
of problems involving the ‘nits used, dﬁ;lity diffé;ences or ﬁiééiné data;.u
The combined weight ef the items included is 89% of the total 50 thaﬁ tﬁé
indices obtained should be a fairly good‘féflectioﬂ of the true‘iﬁdices,

8/

had there been no prbbfems of data cOmpafabiﬁity.—

Some differences might be expéctcd iﬂrthe price variationg
across-fegions for'aifférént times of‘the fear | However, these should not
be serious for nonfood items for whlch prlces are relatively stable. In
order to be sure that we are not b1351ng the results by plcklng a nonrepre—

aentatlve month whlle at the same tlme to av01d hav1ng to calculats

6/ In preliminary calculations in which urban price indices were con-
structed for 1965 and 1969, only minor differences were found in the
pattern of regional price differentials.

7/ Appendix A lists the districts in each region for which the prices

were collected

Appendlx B 115ts the number of items and the welght, both used and
omitted, associated with each commodity subgroup.
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average pfices fpr the whole year which would be very time-consuming, we
use four price series for food items but only one for nonfood itens. |
Food prices are coilccted on a2 weekly basis and we average the weekly
figures to get four monthly price sqfies. The four months are February,
May, August and November sc that eaéh-df.the quarters is represented..
Thus we generate four food price se?ies at all levels of wéighting. There
is much lesﬁivariation in the prices of the other major commodity éroups._
This is reflected in the fact that prices are collected on a monthiyil
basis for clothing and for the remaining commodity groups”bnly every

three montﬁs. We use the price series for nonfood commodifies for Maf-and
there should be no major differences in the pattern of'priges across region

if -some oti.er month had been picked..

Table 1 gives prlce indices for subgroups maklng up the maJor

UPAN T e Le bl

commodity groups for 1970. The Central and Eastern regions have Lecn

combined into one by the Department of Commerclal-lntelllgenceu S

The subindex which is most troublesome is public transportation
{(5.2). Thisqis based.on four individual price series and it is ¢lear that. .
the distances involved in.differcnt regions are not the same. The unit
piven is a ‘stop“ instead of some specified distance, in kilometres for
example. Slnce there is not even one single series which is relial:le enourh
to represent the whole subgroup, we have dec1ded to leave this Sublnﬂﬁk ou£ ~
cof the transportation index altogether. Unfortunately, publ%gﬁ}ransporta-

tion expenditures form 70% of the total transportation index while vchicles

(5.1) form only 30%.



Table 1

*
Consumer Price Indices by Commodity Subgroups, 1970

URBAN RURAL
Region Centre| North- Bangkok- Centre|North-|:

Sapgroup North] § East] east | South|Thonburi Nprth & East| east |South
1.1 tice cereals and flour

products 86 51 86 84 100 84 94 i 112 76
1.2 kMeat, poultry and fish | :

1.2.1 seat 89 | 97 160 94 160 9l 96 &y 12

1.2.2 Poultry 88 90 93 8o 100 - A/ 98 EL) - 895

1.2.3 Fish and sea food 112 95 | 113 9y 100 134 95 | 112 - 82
1.3 Vegetables and fruits -

1.3.1 Vegetables 97 94 | 105 113 § 100 107 & ] 117, 123

i.3.2 Fruits and berries 96 84 | 104 67 100 88 78 1 WY 63
l.+.tggs and milk products 102 100 } 101 - 94 100 116 9J |.108 86
1.5 Otaer food vought in marketj 115 107 | 136 125 e 129 100 | 125 126
1.0 donalcoholic beverages 122 09 | 123 122 ic0 125 86 | 130 . ] 143
1.7 Prepared food J6 91 | 121 133. 100 160 85 | 100 150 -
2.1 ihon's and boy's clothing 82 74 85 98 100 72 8u 80 100 -
2.2 vwomen's and girl's clothing| 90 g1 85 86 100 80 91 78 99
2.3 C.oth and sewing services 93 106 89 102 100 84 111 { 86 Gy

_z‘[-



Table li(continged)

- URBAN RURAL
Region Centre|North- Bangkok-|. Centre| North-

Suugroup North|§ East| east |South|Thonburi{North | & £ast]| east |[Soutn

3.1 saelter 107 | 72| 106 | 118 { 100 109 | 108 { 114 | 112
- 3.2 Furniture aid equipment 97 § 114 81 116 100 80 78 sl | 130
3.5 Paper and cleaning supplies 91 i04 | 108 58 100 92 100 | 103 1 107

© 3.4 nousenold textiles 97 97 { 4l 91 | 10v 55 os2) 75 | 112
3.5 wousehold cperation 148 154 } 150 170 100 128 150 ] 149 1 193
.1 meaical cers 58 51 80 59 100 6¢ 48 46 66
) Persoﬁal,qare 104 99 1 109 108 1v0 9% 16€ 87 1 111
5.1 Venicles 104 91{ 98 § 109 | 100 4 105 94 | 165 | 124

5.2 Fuuvlic traisportation - - - - 100 - - - -
6.1 Kecreation 91 9 { 57 | 110] 100-§ &7 | el e | 105
0.< Reading and education bl 66 63 67 100 ¢ 74 1 65§ 62 63

’ . - .- _:' § B

7.1 Totacco & alcohcl 100 { 101 | 101 10271 100 100 101} 100 { 104

*

figures were used for the next steps in weighting.

A/ Prices were not collected.

All the ryuncing was done only for the purpose of presentation here. tiore significant

w



The indices for the seven major commodity groups are presented
in Table 2. Fof food and beverages the indices for the four different
months are givén as weli as iheir.évefagé. Thes@ monthly food ihdicug
are coﬁgined with the other indicés er major commodity groups to générate

four sets of consumer price indices by region, in addition to the set based-

on the average values for food price indices.

There are thrce major conclusions to bé drawn from these price
indices. First of all, it has been shown that seasonal variations are not
of any sisnificance. Even though food priees fluctuate over the course
of the year, the pattern of relative prices across region does not change
much. Food prices are the least stable of all prices, so that having
examined these in defail for foufr different months of the year and found
the sameipattcrn emerging, we are confident that our éonclusion that the

total price indices bear roughly the same relationship to each other

throughout the year is.gquite robust. .

Secondly, there arc some significant differences in the price
level by region, Foruthe~averagewseries¥of the fotal price index, we
see that the North and Centre § East have price levels similar to Banglok-
Thonburi, having indices of 101 and 96 for urban areas and 101 and 99 for
rural areas respécfively whéh Bangkok-Thonburi is taken as 100. North-
eastern pricesiare57%.highef in urban afé#s aﬁdmﬁ% higher“in.fﬁfaimareas
than Bangkok-Tﬁonburi. _The Southern region has the highest prices, as
much as 10% higher‘thaﬁ Bangkok-Thonburi  in urban areas and 16% higher

in rural areas. The differences in price levels can be attributed in

part to food prices which roughly-set the pattern for the overall price



Table 2

Lonsuuer Price Indices by Major Commodity. Groups, 1970

1 URBAN ] RURAL
. degion Noptn| Centre{Norta- | Bangkok- | Centreiﬂorth— } E?Eﬁ?;'
£3JOT groug 4 East| east SouEh Thonbgri North{g East| east |Uouth Weignt
. Foou azxa severages 98 95 | 109 107 iOO . 105~_ 92 | 167 111 L4805 .
FouTuaTy wo | 95 {105 | 19| 100 104 | 30 | 1o | 116 o
Hay 99 95 1 106 | 104 | 100 109 f o3 | 1us | 112
August 9o | 94 | 209 | 108} 100 | 13| o3 | 1ws | 108 )
Woventer 98 95 111 100 100 103 w5 105 110
Z. Clotniag 87 | .86 | 86 95°] 100 77 v 81 | 100 . 0307
. Housing : 127 | 119 | 128 | 143 | 100 .| m6 | 1z5 | 130 | 154 (1315
. uealth & Personcl care 51 75 | 94 84 | 100 sz | 97 67 8y 071
. Transportation 104 o1 { 98 | 109 | 1o | 105 " w4 | 105 | 14 ENE
. kecreaticn, Reading _ '
and Laucation 79 380 | 83 93 1 100 8z |- 7y | - 76 &8 L0556
. Tobacco § Alccaol 100 | 101 F 101 | 102 ] 100 100 | 101 | 100 | 104 +.0420
Total Price Index 101 56 | 107 | 110 | 100 151 99? io4 | 116 1.0090
February 101 | 9 Fioy | 111{ 100 101 | ss | ios | 113
May 101 97 [1106 | 10v 100 105§V 9701 104 116 -
August 100 96 |107 | 111} 100 100 | 9v | lod | 114
Noventer 101 96 1 108 | 110 | 100 101§ 100 | 1u3 | 115

..SI-
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level since their expenditure weigﬁt is 48% of the total.

Compared with Bangkok-Thonburi, the nonfood ﬁfice indices are
sometimes higher and sometimes lower for the other regions. Housing is
nore expenéive in the p%ofinces and since this has an eXpenditure weight:
of 1Y%, it tends to raise the overall indices, especially in the South.
Clothing, health and personal care, recreation, reading and education are,
however, cheaper oufside Bangkok-Thonburi. Tobacco and alcohol have

roughly. the same price level everywhere.

Thirdly, coﬁtrary to expectatidn; the ufbéﬁ/rural price &{f;dhr q
ferential is very small. That is, even though there aré”§igy}ficant
regional vdriations, wifhin each region urban and rural pride indices
are very similar._ In tne North they are exactly the same, the nigher
food prices in rural areas being compensated for by cheaper nonfood items.
In the Northeast rural pr1ces are a 11tt1e lower than urban prices begause
of cheaper nonfood .as well as food prices, whereas in the Centre § Last
they are somewhat higher on account of Kigher prices for nonfood items.
The only major urban/rural price d;fferenfiallis found in the South where
the urban index is 110 while the rural index is as high as 116, which is
due to higher prices for both food and nonfood commodities in the rural

areas.

Summary and: Conclusion

Table 3 gives regional price indices for food, honfood and all
items. Our work indicates that seasonal variations in the pattern of rela-
tive prices are very small, and the price indices presented here can be

taken as applicable generally.
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Table 3

Regional Consumer Price Indices‘for:ThaiLand, 1870

Expendi--|. .-

Urban Rural

- 1 ture
N ICGE{ NE | S [3-T|] N {C&& | N | 8 Weight

Food 98 | 95109 | 107 | 100 | 105 | 92 | 107} 111 .4805

Nonfood 1031 98 1105 | 115 100 | 98] 105 | 101|120 .5195
Total 101 | 96 {107 | 110 [100 101 ] 99 | 104 ] 116 1.0000

The consumer price indices. obtained show that there are signi-
ficant differences in the consumer price levels across region, but that
these are minor compared with the experience of other less developed
couptries. Within any one region, the qrban/rural differential in prices

is small.

e
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Appendix A

Locatjons Where Prices were Collected

Municigal

Amphur

Muang

- FY iNfeng

Phayao |

1 i

Muang

Centre & East: Huang

Northeast:

South:

i

Muang
- Muang..

Muang

 'Mﬁang
fuang
Muang
Warin
Chamsap
Hat Yai
Muany

Muang

Nbﬁmunicigal
éhangﬁad ‘ Amphurx Changwad

Nakhon Sawan Ko Kha Laﬁpgng
Phetchaboon '

Chiang Rai

Lo
lc‘ihag Mai

Lopburi ' B#ng Pa-in Pﬁra;Nakhon |

5i Ayutthayd

Samutsakhon Klaeng - Rayong
Kanchanaburi - SR RIS L o d
Chonburi . » . VLTI
“““'.5’ nl
‘ TLNID

" 'Nakhon Ratchasima Mukdgﬂaﬁ’

Khon Kaen ' Chom Phra
lUdon Thani

Ubon Ratchathani

Songkhla Ra-ngae
Krabi

Ranong

Nakhon Phanom

sSurin

Narathiwat



’ *
Humber of Items Used and ths Corresponding welahts
in_the Consumer Price lidex.
hﬁ. Number of Number of |(Total Number|Weight of iWeight of Total
Iten items used|items omitted] of items [items used{items onitted | Weight
i. Fued and Beverages 84 9 93 .931 .069 1,000
1.1 Rice cereels and {lour products 7 - 7 1.000 - 1.000
1.2 Meats, puultry znd fish
1.2.1 Meac 11 - 11 1.000 - 1.000
1.2.2 Fouitry 3 - 3 1.000 - 1.000
1.2.3 Fish and sea food 16 - 16 1.600 - 1,000
1.3 Vegetables «nd fruics -
1,3.1 Vegetableo 20 - 20 1.000 - 1.000
1.3,2 Fruits 2nd berries 6 4 10 533 .467 1,800
1.4 Eggs and milk pioducts 5 - 5 1.4600 - 1.060
1.5 Uther £cod bought in warket 8 2 10 .940 . 060 1.000
1.6 Nunalcoholic veverages 6 3 9 .526 .474 1.000
1.7 Prepared food 2 - 2 1.000 - 1.000
II. Clothing 46 6 52 .506 .094 1.500
Z.1 den’s and boy's clothing 17 Z 19 .939 .061 1.600
2.2 Wouen's anc giri's clothing 16 3 19 .847 153 1.000
2.3 Cloth and sewing services 13 1 14 .910 .0%0 1.000
III. Heusing 35 4] 41 .501 .099 1.006
3.1 Shelter 5 G .258 .142 1,090
5.2 Furniture end egaipont i3 Z 15 .715 L285 1.000

= 61
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Armendix B

(Continued)
] Némbér of Nurber of {Total NumberjWeight of | Weight of - |Total
- Aten items used|items omitted| of-items |items used |items omitted|Weight
3.5 Paper and cleaning sugglies 1 . 869 .131 1.000
5.4 rousehold textiles 1 6 .619 .381 1,000
3.5 Housenvuld ceration . 6 1 7 948 .052 1.000
iV. realth ¢ Perscnel care 19 22 .953 047 1.000
4.1 Medical care- 7 i0 .905 095 1.6G0
4.2 Perscnal care 1z - 1z 1,000 - 1.860
Y. Transportation 16 . 268 732 1.0GC
5.1 Vehicles .728 272 1,000
5.2 Public transportation - 4 4 - 1.000 1.000
VI. Recreation, Reading und Educatior 11 - 11 1,006 - 1.000
6.1 Recreation 4 - 4 1.000 - 1.000
6.2 Reading and education - 7 1,000 - 1.000
VII. Tobacco § Alconol 3 - 3 1.000 - 1.000
202 30 232 . 388 L2112 1.000

Toeal

A
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