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Abstract

Background

Inflation has equally widespread effects. The effect of expansion will change among different

gatherings, however, as not every person buys similar collection of products or in similar

amounts. This underscores the need to research what expansion has meant for the example

families' utilization designs, which is embraced in this review.

Methods

The present study consists of total sample size of 700 respondents as the study

population. The collected data were analyzed with proper statistical methods.

Results

Households are required to spend a significant portion of their monthly income on non-food

items in addition to food purchases. The amount they spend on various groups of

commodities rises as a result of inflation to varying degrees, depending on the necessity of

the impact of inflation on the consumption pattern as measured by actual consumption

expenditure incurred in the previous year and the current year.

Conclusion

Even though pulses, vegetables, fruits, and meat items experience higher inflation than

cereals, the rate of inflation in food items is lower than in non-food items.
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Introduction

Inflation has equally widespread effects. As a result of rising prices for goods and services,

many people cannot afford to cut back or delay their consumption, so they are forced to

spend more. The effect of expansion will change among different gatherings, however, as not

every person buys similar collection of products or in similar amounts. Despite the fact that

taste and item inclinations are very delicate to cost at the lower end of the pay range, they are

extremely not interested in cost at the better quality. This underscores the need to research

what expansion has meant for the example families' utilization designs, which is embraced in

this review.

Literature Review

A. Inflation

Inflation according to the Central Bureau of Statistics is the trend of rising prices of goods

and services in general which continues over time. Rising prices of goods and services led to

the decline in the value of money which could mean that inflation is also a decline in value of

money against the value of goods and services in general.

Inflation is the tendency of prices to rise in general and continuously. The increase occurred

not only on one or two of goods and services alone, but extends to the price of other goods

and services. This price increase will tend to occur sharply and continues in a relatively long

period of time. Along with the price increase, the value of the currency also fell sharply as the

price increases that occurred.

Inflation may arise because of three things: the pressure on the supply side (cost push), the

pressure on the demand side (demand pull), and in terms of inflation expectations. Factors

occurrence of cost push inflation can be caused by the depreciation of the (weakening) of

exchange rates, the impact of inflation abroad, particularly in the countries trading partners,

increased commodity prices are regulated by the government (administered), as well as the

disruption to arrive -Arrived on the supply side (negative supply shocks) as a result of natural

disasters that occurred in an area and / or disturbance in the distribution of goods. Factor

causing demand pull inflation occurs is high demand for goods and services compared with

the capacity availability (supply). In the macroeconomic condition was described by real
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output exceeds potential output or total demand (aggregate demand) is greater than the
capacity of the economy that ultimately led to the output gap. Gap is what ultimately lead to
price increases. This is in accordance with the laws of economics, when demand exceeds
supply, prices will rise.
B. Consumption
In economics, consumption is the use of goods and services to satisfy human needs.
Consumption aims to spend power an object, either in the form of goods and services to meet
the needs and satisfaction directly.
Consumption is the expenditure of goods and services by households. Such items may
include durable goods such as vehicles and not durable goods such as food. While services
includes intangible goods such as haircuts, health care, education and other.
Household consumption expenditure is expenditure made by households to purchase goods
and services to the needs of everyday life in a given period
* consumption function
Where CRT is the Household Consumption, 0 is a constant, B1 is a variable coefficient, INF
is inflation in South Sumatra, and ei is the Error Term.
This study uses panel data that is required to select the best model by using Chow Test and
Hausman Test. So the need to use multiple regression assumptions of classical, normality
test, multicollinearity, autocorrelation, and heteroscedasticity. To see the effect of the test
statistic F test is required, partial test and test determinant coefficient.
Objective
To examine how inflation affects the spending pattern for consumption.
Methodology
A total of 700 people participated in the current study, which was conducted in five blocks.
The statistical package for the social sciences (SPSS) software was used to analyze the data.
Results
Throughout the last one year, then, at that point, month to month family pay levels of the
example respondents would have gone up at different degree, while it ought to likewise be
noticed that it probably won't have changed or surprisingly more dreadful, could have gone
down, which is particularly evident among the unfortunate families. Declining pay level north
of a year is conceivable because of decreased wage rate, yet in addition because of lesser
work accessibility. The changes in the household income level of the sample respondents are
examined in this section, and Table No. 1 presents the data pertaining to the present and
previous monthly household income. Since earned income is the primary determinant of
consumption expenditure, The household's previous year's income is referred to as "previous
income."

Table No. 1: Current and the Previous Monthly Household Income of the Respondents.

Previous Current Monthly Household
Monthly Income
Households Upto Rs. | Rs. 25001- | Rs. 40001- | Above Rs. Total
Income 25000 40000 60000 60000
Upto Rs. 25000 168 29 0 0 197
(8528%) | (14.72%) (28.14%)
Rs. 25001-40000 0 164 44 0 208
(78.85%) | (21.15%) (29.71%)
Rs. 40001-60000 0 0 171 26 197
(86.80%) (13.20%) | (28.14%)
Above Rs. 60000 0 0 0 98 (100%) 98
(14.00%)
Total 168 193 215 124 700
(24.00%) | (27.57%) | (30.71%) (17.71%) (100%)
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According to the table above, 361 (51.6 percent) of the 700 study participants currently fall
within the monthly household income range of less than Rs. 40000, whereas 431 (61.6
percent) did so the year before. On the other hand, 339 (48.4%) fall within the monthly
household income range of more than Rs. 40000, whereas 295 respondents (42.1 percent) did
so the year before. This suggests that the proportion of respondents who fall into the lower
income brackets has decreased over the past year, increasing the proportion of respondents
with higher monthly household incomes. This strongly suggests that the average monthly
household income of the respondents has increased.

Specifically, the percentage of people with incomes below Rs. 25000 has decreased from
28.1 percent to 24%; the percentage of people with incomes between Rs. 2500 and 60000 has
increased by 2.6 percent and 3.7 percent, respectively; and the percentage of people with
incomes between Rs. 4000 and 60000 has decreased from 29.7 percent to 27.6 percent.
Understanding the percentage of change in their monthly household income levels is just as
important as following the sample respondents’ movements across the various income
categories. This is justifiable because grouping respondents into different income groups
won't show that their income has actually increased, and it's also possible that some
respondents’ income has actually decreased, which won't be captured by such grouping again.
As a result, the data pertaining to whether or not the respondents’ monthly household income
has increased over the course of a year and, if so, by what percentage, can be found in Table
No. 2. based on their region.

Table No.2: Area-wise Percentage pf change in Monthly Household Income of the

Respondents.
Area Decreased/ Percentage of Change Total
No Change 1-10 11-15 16-25
Dharsiva | 40 (28.57%) 52 31 17 140
(37.14%) | (22.14%) | (12.14%) (20.00%)
Arang 47 (33.57%) 50 29 14 140
(35.71%) (20.71%) (10.00%) (20.00%)
Abhanpu | 33 (23.57%) 54 37 16 140
r (38.57%) (26.43%) (11.43%) (20.00%)
Tilda 30 (21.43%) 42 43 25 140
(30.00%) (30.71%) (17.86%) (20.00%)
Raipur 39 (27.86%) 36 34 31 140
(25.71%) (24.29%) (22.14%) (20.00%)
Total 189 (27.00%) 234 174 103 700 (100%)
(33.43%) (24.86%) (14.71%)

Based on their region, on account of the 140 respondents who have a place with the Dharsiva,
40 (28.57%) report ‘diminished/no adjustment of' their month to month family pay, 52
(37.14%) have a place with the portion of under 10% ascent in pay, 31 (22.14%) go under the
class of 11-15 percent expansion in month to month family pay and 17 (12.14%) fall in the
16-25 percent pay rise class; among the 140 respondents who are situated in Arang, 47
(33.57%) demonstrate that their month to month family pay has either declined or there is no
change, 50 (35.71%) report an increment of under 10%, 29 (22.14%) express that their month
to month family pay has climbed in the scope of 11-15 percent and on account of 14
respondents (10%), their month to month family pay has gone up by 16-25 percent; out of the
140 respondents who dwell in Abhanpur, 33 (23.57%) report ‘diminished/no adjustment of'
their month to month family pay. 54 (38.57%) have a place with the fragment of under 10%
ascent in pay, 37(26.43%) go under the class of 11-15 percent increment in month to month
family pay and 16 respondents (11.43%) fall in the 16-25 present pay rise class; among the
140 respondents who are situated in Tilda, 30 (21.43%) demonstrate that their month to
month family pay has either declined or there is no change, 42 (30%) report an increment of
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under 10%, 43 (30.71%) express that their month to month family pay has climbed in the
scope of 11-15 percent and on account of 25 respondents (17.86%), their month to month
family pay has gone up by 16-25 percent and among the 140 respondents who are situated in
Raipur, 39 (27.86%) show that their month to month family pay has either declined or there is
no change, 36 (25.71%) report an increment of under 10%, 34 (24.29%) express that their
month to month family pay has climbed in the scope of 11-15 percent and on account of 31
respondents (22.14%), their month to month family pay has gone up by 16-25 percent. As a
result, more than 27% of respondents report that their monthly household income has
decreased or not changed, with 28% or more reporting this in Dharsiva, Arang, and Raipur
and less than 24% reporting this in Abhanpur and Tilda. On the other hand, more respondents
in Tilda and Raipur report that their income has increased by 16-25% in the previous year. As
a result, despite the fact that more than 73% of respondents report an increase in income, this
increase is not uniform across the five areas or even within the same area. In each area, more
than a third of respondents suggest that the increase is only less than 10%.
Fig. No. 1: Area-wise Percentage pf change in Monthly Household Income of the

Respondents.
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At the miniature level, the pace of expansion looked by the example families contrasts
relying upon the container of items, their amounts and the spot of procurement. For instance,
while households with lower incomes can utilize the basic supplies provided by the Public
Distribution System (PDS), households with higher incomes cannot. In addition, the
commodity- and monthly income-wise rate of inflation has been calculated using information
gathered from respondents regarding the difference between the per unit price they paid a
year ago and the price they pay now for commodities like grams, milk, vegetables, fruits,
meat, and so on, even for households with lower incomes. All of the essential items they
would purchase on a daily basis are subjected to this, and Table 3 provides the necessary
data.
Table No. 3: Commodity-wise and Income-wise Inflation in Major Food Items.

Monthly Household
Income
Item Less Rs. 25001- Rs. 40001- | More than Rs. All
than 40000 60000 60000
Rs.
25000
Cereals 4.2 6.07 7.21 9.72 6.80
Pulses 15.41 16.48 17.86 19.27 17.26
Gram 6.42 7.66 8.49 9.55 8.03
Milk 10.58 11.81 13.19 14.38 12.49
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Edible 4.36 6.49 7.34 8.47 6.67
Oil
Vegetable 10.76 11.74 13.08 14.35 12.48
Fruits 4.21 5.35 7.65 9.16 6.59
Meat 7.16 1.72 9.21 10.11 8.55
Chicken 8.23 8.82 9.37 10.26 9.17
Fish 6.75 7.15 8.63 9.88 8.10
Mean 7.81 8.93 10.20 11.52 9.61

Due to the fact that the place of purchase and the quality of the product will also have an
impact on the price level, the table indicates that the rate of inflation faced by various income
groups differs from one another. While higher-income households might shop at
supermarkets or department stores, lower-income households might rely on the local grocery
stores for their daily needs. Subsequently, the pace of expansion in the event that cereals is
4.20 percent among the respondents who go under the month to month family pay of not as
much as Rs. 25000, which goes up to 6.07 percent, 7.21 percent and 9.72 percent among the
progressive higher pay gatherings. Due to the fact that lower-income households would rely
on PDS, as was mentioned earlier, households with higher incomes experience higher rates of
inflation because they have access to higher-quality products in each category. In the case of
pulses, for example, the average rate of inflation over the previous year was 17.26 percent.
This rate was 19.27 percent for those with monthly household incomes above Rs. 60000, but
it dropped to 17.86 percent, 16.48 percent, and 15.41 percent for those with lower incomes.
Other commodities also follow this trend. Vegetables, on the other hand, have seen a 12.48
percent overall price increase, with even households with a monthly income of less than Rs.
25000 experiencing a 10.76 percent price increase. Pulses have experienced the highest rate
of inflation over the course of one year. On the other hand, fruits experience the least price
increase overall, at 6.59 percent. As a result, pulses, followed by milk, vegetables, chicken,
meat, fish, gram, and edible oil, are the main items that have increased inflation overall. The
table also shows the average percentage rate of inflation experienced by different income
groups: 7.81 percent for respondents whose monthly household income is less than Rs.
25000, 8.93 percent for respondents whose monthly income ranges between Rs. 2500 to
450,000, Rs. 4000 to 650,000, and above Rs. 60,000. Subsequently, the families in the least
pay range face the most reduced rate expansion, despite the fact that it is around eight
percent. It is also evident that, while poor households can rely on the PDS for basic goods
like rice, wheat, edible oil, sugar, and pulses, they must rely on the market for other goods,
which contribute significantly to overall inflation. They can reduce the rate of inflation they
must bear because they rely on the PDS. However, the percentage share of each commodity's
contribution to basic inflation among various income groups has been determined and
presented in Table No. 4.
Table No. 4: Commodity-wise and Income-wise Percentage Contribution to Inflation.

Monthly Household
Income
Item Less Rs. 25001- | Rs. 40001- More than All
than Rs. 40000 60000 Rs. 60000
25000

Cereals 5.4 6.8 7.1 8.4 6.9
Pulses 19.7 18.5 17.5 16.7 18.1
Gram 8.2 8.6 8.3 8.3 8.4
Milk 13.6 13.2 12.9 12.5 13.1
Edible Oil 5.6 7.3 7.2 7.4 6.9
Vegetable 13.8 13.1 12.8 12.5 13.1
Fruits 5.4 6 7.5 8 6.7
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Meat 9.2 8.6 9 8.8 8.9
Chicken 10.5 9.9 9.2 8.9 9.6

Fish 8.6 8 8.5 8.6 8.4

Total 100.00 100.00 100.00 100.10 100.03

According to the table, pulses have contributed 19.7% of basic inflation in households with a
monthly income of less than Rs. 25000. They are followed by vegetables (13.8%), milk
(13.6%), chicken (10.5%), meat (9.2%), fish (8.6%), gram (8.2%), and edible oil (5.6%),
while cereals have only contributed 5.4 percent. Then again, on account of the families who
go under the pay scope of Rs. 25001-40000 every month, beats have made the most
noteworthy commitment by 18.5 percent, while milk has contributed by 13.2 percent,
vegetables by 13.1 percent and chicken (9.9%). However, cereals have contributed 6.8%,
while all other items have contributed less than 9%. On account of the families who have a
place with the month to month pay portion of Rs.40001-60000, beats have contributed of
17.5 percent to the essential expansion rate, though milk takes a portion of 12.9 percent, meat
9%, while oats have contributed the least by 7.1 percent. Pulses account for 16.7% of
respondents whose monthly income is greater than Rs. 60000, while cereals account for
8.4%. In any case, the portion of vegetables, chicken, meat and fish are higher than that of
cereals. This demonstrates the way that not just the pace of expansion contrasts among
various pay fragments, yet the commitment made by the wares likewise contrasts among
them.

The majority of a household's monthly income must be spent on non-food items, which
include food and other necessities. They include things like energy, clothing, housing,
education, health, entertainment, transportation, durable goods, and things that don't do
anything, like pans, tobacco, alcohol, and other drugs. In addition, the household's total
consumption expenditure and, in some instances, their food expenditure are significantly
influenced by the rate of inflation faced by these goods. As a result, the respondents’ monthly
household incomes were used to calculate and display Table No. 5's rate of inflation for all
major consumer goods based on their average price or charge for the previous and current
year.

Table No. 5: Major Item-wise and Income-wise Rate of Inflation in the Study Area.

Monthly Household
Income
Item Less Rs. 25001- | Rs. 40001- More than All
than Rs. 40000 60000 Rs. 60000
25000

Food 7.8 8.9 10.2 115 9.6
Energy 9.7 11.3 12.5 13.6 11.8
Clothing 6.9 8.9 9.8 11.2 9.2
Housing 9.6 10.5 11.2 11.5 10.7
Education 5.7 7.9 9.5 12.6 8.9
Health 11.6 18.4 21.2 23.7 18.7
Entertainment 10.9 12.6 13.8 15.2 13.1
Transportation 8.8 11.7 12.6 14.9 12.0
Durables 4.9 6.9 7.7 9.6 7.3
Unproductive 17.2 18.8 19.3 20.4 18.9
No Food 9.5 11.9 13.1 14.7 12.3
Overall 8.6 10.4 11.6 13.1 10.9

Inflation

According to the table, the rate of food inflation rises from 7.8% for those earning less than
Rs. 25000 per month to 8.9%, 10.2%, and 11.51% for successively higher income levels.
Similarly, the price of commaodities is influenced by their quality and location of purchase, as
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previously mentioned. Unproductive items have the highest inflation rate among non-food
items, at 18.9% overall, followed by health (18.7%), entertainment (13.1%), transportation
(12%), energy (11.8%), and housing (10.7%), while clothing, education, and durable goods
have the lowest rate of inflation. As a result, non-food inflation is 12.3% overall, clearly
higher than food inflation. Even though there are slight differences between the various
income categories, this is the case for all income segments, indicating that households must
contend with higher inflation in the case of non-food items, which is primarily caused by
unproductive items, health, transportation, energy, and housing. As a result, respondents
whose monthly household income is less than Rs. 25000 experience an overall inflation rate
of 8.6 percent, rising to 10.4 percent, 11.6 percent, and 13.1 percent in the higher income
groups, respectively. This rate includes both food and non-food items. In addition, all
respondents in the study area face inflation of 10.9 percent, which is significantly higher than
the rate at which their incomes have increased over the past year.
All families need to spend on all shopper things in a time of a year, including their food
prerequisites. According to the degree of necessity of the impact of inflation on the
consumption pattern in terms of actual consumption expenditure incurred on various groups
of commodities in the previous year and the current year, they incur increases in the amount
they spend on these items. In parallel, the real expenditure in addition to the nominal
expenditure in the two periods has been calculated. This is finished based on the product
explicit expansion rate in every pay section, which underlines the degree to which utilization
consumption has been disintegrated throughout the year among the families.
Discussion
The results of the hypothesis testing show that the sample respondents, who came from
different social classes, also show different income levels. This also demonstrates that the
inflationary pressure they would face would differ. Additionally, there is huge variety in the
utilization use among the example respondents who go under the various levels of family's
pay.
In the sample households, inflation has a significant impact on the amount of money spent on
consumption. In addition, the respondents have been compelled to spend more on their food
requirements as a result of the increase in the price of food over the past year. As a result, the
level of food expenditure has increased throughout the period, albeit to varying degrees,
across all income groups.
In addition, these measures are especially effective for food items; for non-food items,
consumption can be postponed or completely reduced. In particular, postponing purchases of
clothing, durable goods, and entertainment is a simple option; however, the most effective
strategy for mitigating inflation in the case of energy is economic use. However, respondents
cannot be able to delay or reduce consumption in the areas of health, education, and housing.
As a result, ways to save money on the resources that are available are not the same for all
commaodity groups or for all income groups.
Conclusion
In addition to examining the effects of inflation on various respondent groups, this chapter
looked at trends in the study area among various commodities and income segments. This
Proposes That The Pace Of Expansion Is Less In Food Things Than On account of Non-Food
Things, Despite the fact that Inside Food Things, Expansion Is Higher In the event of
Heartbeats, Vegetables, Products of the soil Things Contrasted With Grains. Additionally,
The Pace Of Expansion Looked By The Less Pay Workers Is Likewise Not exactly That Of
The people Who Have Higher Pay.
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