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Abstract

The importance of household food expenditure
studies lies, among other things, in the fact that
they help planners in understanding the direction of
future development policy on agriculture and related
industries. On the basis of this practical useful-
ness, this study aimed at (i) determining whether in-
come or total expenditure is the more relevant mea-—
sure of household purchasing power in the Nigerian
context, (i1) examining the allocative decisions of
households with regard to their expenditures on pro-
cessed and unprocessed foods, and (1ii) measuring the
impact of household size and composition on food
expenditures.

To provide a theoretical basis for the anlysis
a review of the underlying economic theory was under-

+taken. This review was historical in perspective and
was patterned along the three stages of the develop-
ment of the theory. The three stages can be chara-
cterised as (i) the cardinal utility theory, which is
associated witli Gossen (1854), Jevons (1871) and Wal-

ras (1874), (ii) the ordinal utility theory represent-

ing the contributions of Pareto (1906), Hicks and
Allen (1934) and (iii) the "intermediate' theory
which included the works of Edgeworth (1881), Antone-
111 (i886) and Fisher (1892).

. The data for the study were collected in 1976 in
seven rural towns of the old Western State of Nigeria.
A two-stage stratified sampling procedure was used in
selecting the towns and the thirty households that
were interviewed from cach of the towns.

The coefficients of the model were estimated
using ordinary least squares method. The results of

the multiple regression showed that (i) total expendi-
ture is a better measure of househéld purchasing power

than total income, (ii) houscholds spent more of an
increase in their budgets on unprocessed foods than
they did on processed foods, and (ii1) houschold size
is onc¢ of the important determinants of food consump-
tion among tihe houschold sample.

Intrdocution

For several reasons food consumption is of

food

interest to the Nigerian economy. First, the volume
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of food consumed by households by far, represents a
large proportion of aggregate farm output. This being
so, the pattern of food consumption exerts a decisive
influence on the level and composition of total agri-
cultural output produced. Second, the quantity and
quality of food consumed by households affect their
health and economic wellbeing and these, in turn,have
significant repercussions on the general level of
economic activities and productivity. To understand
the direction of future development policy on agri~-
culture and related industries, therefore, it is
essential to study the pattern of household food
consumption.

The primary objective of this study is to examine
the effects of income on food consumption, the alloca-
tive decisions of households with regard to their ex-
penditures on processed foods, and the influence of
household size on food expenditure patterns. The evi-
dence emanating from such analysis is expected to be
a useful guide to agricultural development planning
and consequently to the socio-economic wellbeing of
consumers and agriculturists.

Theoretical underpinnings of empirical demand analysis

In consumer behaviour analysis, of which house-
hold food expenditure analysis is a part, empirical
and theoretical inferences are interwoven, economic
theory of consumer behaviour being used to guide and
support the statistical mecthods and te validate rhe
empirical findings.

The economic theory of consumer behaviour  is
based on the notion that some relationship exists
between consumption of a commodity and the utility or
satisfaction derived from it, Thus, a commodity is
desired because it possesses a perceived satisfaction
or utility to the consumer. The theory is developed
in three stages. The first stage started with the
cardinal utility theory which was developed by Gossen
(1854), Jevons (1871), and Walras (1874). The central
principle of this theory is®the statement that value
depends entirely upon utility which was defined as the
quality possessed by an object of producing pleasure
or preventing pain. The cardinal utility theorists
also contended that utility is not only measurable and
additive but also that it deminished as more of a
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commodity is consumed., Walras' special contribution
was the combination of a utility theory of value with
a mathematically precise theory of market equilibrium.

The second stage is associated with the names of
Edgeworth (1881), Antonelli (1886), and Fisher (1892).
They, like their predecessors, argued that utility is
a measurable quality and diminished as more of a given
commodity is consumed but disagreed with the additivity
assumption and asserted that utility is non-additive.
This view formed ¢he basis of the indifference curves
and maps which show the possibility of constructing a
theory of consumer behaviour on the basis of scales of
preference only.

The third stage — the ordinal utility theory -
represents the approach of Pareto (1906) and later of
Hicks and Allen (1934) who argued that what matters in
the utility theory is the shape of the indifference
map and that the main results of the theary can be
deduced without making use of the concept 0of measur-
able utility. The main thesis of the ordinal utility
is that the consumer has a scale or field of ordered
preferences which enables him to compare any two
budgets and to decide whether one is preferred, dis-
favoured ovr equivalent to the other. A fundamental
proposition in the cardinal as well as the ordinal
theories,however, is that if prices are fixed, as is
the case in cross-section studies. the consumer will
spend his income on a well-defined optimal budget,
which is a function of income and prices, i.e.

qi = Qi (Y, P1 ""’Pn) cerserases (1)

a; = quantity of the ith commodity
purchased;

Y = consumer income, and P P =

1 n
prices of commodities in the budget

of the consumer.

An important contribution to the development of
consumer expenditure theory is due to E. Slutsky(1951)
who deduced a set of general formulae for the change
in the optimal budget with respect to infinitesimal
changes in prices and incomes. According to Wold and
Jureen (1952), these formulae can be directly trans—
formed into price and income elasticities.

Samuelson (1947), originated the revealed prefe-
rence theory which asserts that i1f a consumer, faced
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with the choice Retween two bundles of commodities
represented by A and B, chooses A, then, A is revealed
preferred to B and therefore B will never be chosen in
the market conditions in which A could be chosen. This
theory has since been refined into a theory of consumer
behaviour which dispenses with the notion of utility
indices by copcentrating on deducing influences from
actual behaviour of the consumer.

1
See, Houthakker, H. S. (1950)

The data

The survey for the collection of the household
budget data used for the analysis in this study was
conducted in seven towns of the old Western State
between March and August, 1976, The study area was
stratified into three strata. The bases of strati-
fication were ecological and political. The strata
conformed to the new state structure while the samp-
ling procedure also considered the towns located in
the rain-forest, and savannah areas of the old Western
State., While cash crops dominate the economy of the
rain forest area food crops dominate the savannah
region. Even though it is our belief that modérn
transportation facilities may reduce the effect of
regional specialization on consumption expenditure
patterns, regional specialization 1s still an impor-
tant stratifying factor. Ibadan, a metropolitan and
industrial centre was not included in the sampling be-
cause its economic and sorial structure is not repre-
sentative of the State. Since most of the inhabi-
tants of the old Western State live in rural and semi-
urban areas and, in order to make our sample repre-—
sentative of the state, the frame was confined to
rural and semi-urban towns.

A sampling frame consisting of such towns des-
cribed above was compiled for each stratum-Oyo, Ogun
and Ondo states. The first stage of the two-stage
sampling procedure was the random selection of towns
from each stratum.- Three towns, Iwo, Inisa and Gbon-
gan were selected from the largest stratum while two
each came from Ondo - Ado Ekiti and Okitipupa, and
Ogun - Ijebu Ode and Ilaro. In each town thirty
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households were selected randomly. These thirty house-
holds were interviewed by enumerators trained for
budgét data collection.

Since the Nigerian households do not typically’
keen records of their daily food purchases, inter-
viewers had to visit each household twice per week for
a period of four consecutive weeks to record actual
expenditures on food consumption. The other items
on which data were collected include income, family
size and composition and expenditure on nonfood items.
Because of the limited coverage and the small size of
the sample, we are constrained to advise that these
data be interpreted with some caution. However, these
limitdtions do not seriously jeopardise the usefulness
of ti-ée data for the kind of analysis that is undertaken
in the study.

Specification of the model

We saw in section II how economic theory of
consumer behaviour provides the basic guide for spe-
cifying empirical expenditure studies. However, fur-
ther work, particularly in the field of household
food budget studies, have provided greater details
which could guide the researcher in specifying the
variables relevant to empirical expenditure studies.
For analytical purposes these variables can be di-
vided into two categories, namely, dependent and in-
dependent variables. Concerning the dependent vari-
able, Wold and Jureen (1952) have explained that it
is better and more practicable to use household ex-
penditurc data than to use quantity data because of
the problems associated with measurement and aggre-~
gation of quantity data over various categories of
consumer goods.

As regards the independent variables, the most
important problem is to determine the relevant mea-
sure of household purchasing power. In this regard,
Houthakker and Taylor (1970) and Wold and Jureen
(1952) have asserted that either household income or
household total expenditures may be used as the in-
dependent variable to characterise household pur-
chasing power.

There are at least three arguments in favour of
using income rather than total expenditures. First,
there is the argument that during a short survey
period, expenditure figures may be distorted by tran-
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sitory factors such as the purchase of durables and
the use of credit. Second, there is the contention
that it is necessary to make allowances for taxation
and saving. Third, some reviewer talked about the
so—called "least squares bias" in household expendi-
ture analysis. The argument is that expenditure on a
commudity or a set of commodities is a component of
total household expenditures, and therefore, there is
the possibility of intercorrelation ('"feed back")
between these two variables.

On the other hand, however, at least five argu-
ments may be put forward in favour of using total
household expenditures rather than total income as
the independent variable. First, there is the Per-
manent Income Hypothesis based on Friedman's (1957)
position that current income does not adequately re-
flect current consumption. Second, Houthakker and
Taylor (1970) have argued that total expenditures
are a better measure of true household purchasing
power than income is because consumers have more
control over their expenditure, at least over a
short period of time, than they have over their
receipts of income. Third, Houthakker (1957) argued
that the influence of household income may be lagged
and that total expenditures fit neatly into @ theore-
tical framework which ignores the influence of saving.
Fourth, Wold and Jureen (1952) contended that there
is a constant proportional relationship between in-
come and total expenditures, so that expenditure
elasticities are almost equal for income and total
expenditures, Fifth, there is the pragmatic argument
that true estimates of income are more difficult to
collect than actual estimates of expenditures espe-
cially in the Nigerian context where consumers are
very touchy about giving correct information about
their income for fear of using such information for
tax assessment.

More significantly, in a developing economy such
as Nigeria, there is no way of measuring or estimating
rural income accurately. Instead there is an official
income assumed for the purpose of taxation. In the
rural areas where this study was conducted, most
people pay "flat rate" income tax which assumes a
total annual income of about N150, But it is a common
knowledge that most of the people grouped under this
income bracket earn much more than the assumed income
level. There was the case of a petty trader who was

N9
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not 1ncluded in our study whose income was assessed

at ¥1,000 per annum for the purpose of taxation. He
was furious at this estimate and swore that he never
in his life made so much money per annum. After talk-
ing to him it was discovered that he incurred a total
expenditure of over ¥1,700 per annum excluding trans-
port, entertainment and extended family expenses.

From the simple example given above, which is
typical of Nigerians, especially of Western Nigerians,
the petty trader's purchasing power is the total ,ex-
penditure of over N1,700 rather than the assumed
income of N1,000. Thus, given the above opposing
arguments, the Nigerian situation as described above
and bearing in mind that caution must be exercised in
applying received theories of advanced economics to
the problem of developing countries (Ladipo and
Adesimi 1978) we decided to specify alternative
fornulation of purchasing power in this study. This
approach is, however not new, Adeyokunnu (19¥6)
employed the same procedure for studying egg consup-—
tion in Nigeria.

Apart from the question of specifying the rele-
vant measure of purchasing power, there are other
explanatory variables which cannot be ignored in cross-
section house-hold budget studies. One of such vari-
ables is the size, sex and age structure of household.
Wold and Jureen (1952) noted that biased elasticities
may be expected if these factors are not taken into
account. Several approaches have been suggested for
including these factors in budget studies. The
approach adopted in this study is what is known as
the 'equivalent adult scale' which reduces the size,
sex and age structures of households to a common
basis in accordance with the importance of each
member in food consumption. The scale of evaluation
is constructed by assigning a weight of 1.0 to each
active adult male and 0.8 to each active adult fe-
male. On this basis, the scale is progresively worked

down for the other members of the family, as shown in
Table 1.
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TABLE 1: EQUIVALENT MALE ADULT SCALE WEIGHTS

Age Category Male Female

Over 55 years 0.80 0.70
15 - 55 years 1.00 0.80
10 - 14 years 0.60 0.60
5 - 9 years 0.55 d.50
1 - 4 years 0.20 0.20
Under 1 year 0.00 0.00

In the light of the above and having regard to
the objectives of the study and the fact that cross-
section data are being used, the following models are
hypothesised as characterising houschold food cxpen-—
. diture behaviour in the arca of study:

s s e v e s 00 a0

where E = household expenditure on food
Y .
h = household current 1ncome
HS = household size and composition
E .
T = household total expenditure
E L and E = a breakdown of FE_, i.c. house-
p, n L

hold expenditures on

(i) processed *food,

(i1) non—-food items, and
(1i1) unprocessed foods res-
prectively.

For a summary of these approaches, sec, Slater,J.M.

(1968).

By the term ''processed"” we mean foodstuffs which have
been transtformed from its raw stale in order to
provide 'form utility to consumcrs.
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A,K,C are constants and Bl’ B2, bl’ b2, A eereees B,

are parameters. Ui = random disturbance terms which
are assumed to obey all the classical least squares
assumptions.

Ordinary least-squares technique was used to
estimate the equations which were linearised by taking
the logarithmic transformations. In using ordinary
least squares technique for our analysis we are aware
of running into two specification errors. Because we
have a cross-section data there is a possibility of
violating the assumption of homoskedasticity but
since the OLS estimates are unbiased and consistent
(12) and since the households within towns are fairly
homogeneous we did not consider this violation serious.
The second violation is the presence of multicollinea-
rity. The estimates from OLS are unbiased, consistent
and BLUE but presence of multicollinearity has the
tendency of inflat:ng the standard error of estimate.
This implies that more often than not the presence of
multicollinearity will tend to lead the investigator
to conclude that a coefficient is not significantly
different from zero or his hypothesized value. When-
ever a coefficient is found to be significantly dif-
ferent from zero inspite of the presence of multico-
llinearity then its effect could be ignored. Bearing
these in mind we estimated the equations specified
above.

The regression results

In Tables 2 through 4 we present summaries of the
results. Table 2 gives the result of equation(2). The
regression result in Table 2 shows that income alone
explained between 35 per cent and 59 per cent of the
observed variations in food expenditures across the
different households studied, except in Ado-Ekiti and
Gbongan where the respective percentages are 5 and 11.

When the influence of the household size and com-
position was brought to bear on the model, the R™2
improved quite considerably, ranging from 41 per cent
in Gbongan to 79 per cent in Ilaro. This suggests
that income and household size and composition jeintl:
explain the bulk of the variations in food expenditur
over most of the towns.

In equations where income alone was included as
the explanatory variable, mast of the coefficients ar
statistically sipn.ficant at tae 10 per cent level,
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TABLE 2*: REGRESSION RESULTS SHOWING INCOME AND HOUSEHOLD
SIZE AND COMPOSITION AS DETERMINANTS OF FOOD

EXPENDITURE
=2
Towns Constant Log Yh Log H‘ R
- 73.03 o.1s . - .05
Ado-Ekiti (0.11})
2.50 0.13 .49 0.71
. oe)  (e0&
0.74 0.57 - 0.49
Inisa * 0.11)
0.75 0.44 0.61 0.65
(0.10) (0.16)
1.1l 0.51 - 0.59
Ivo (0.08)
137 0.3 .42 0.6z
(0.12) €0.22)
o T 2.52 0.27 - 0.35
Tjebu-ode (0.07)
2.69 0.12 0.52 0.r0
(0.04 (0.07)
o 0.92 0.61 - 0.51
Okitipupa (0.07)
2.13 0.21 0.55 0.72
{0.12) (0.12)
T 1.80 AR - .37
Iiaro 0. 1)
W, 07 .56 0.79
{0.07) (0.07)
T TR0 T - o N
Chong.n oy
0.06 0,49 0.41
(0.08) (0.13)
T 1.48 0,46 - I
All Towns (0,03)
.30 w51 0.k

(0,03} (1,053
*Figures in brackets represent standard errors of cstimated
coefficients.

except in Ado-Lkiti and Ghongan where these coefficients
are nonsignificant. In the remaining cquations,namely,
those containing both Y, an¢ H_ as independent variables,
the estimated coefficients are’also significant at the
10 per cent level with the exception of Okitipupa, Ilaro
and Gbongan where tne income variable has nonsignificant
coefficients and with the exception of Iwo which has a
nonsignificant coefficient for H . In addition, all the
coefficients have positive signsswhich imply that the
larger the income and housechold size, the greater the
expenditure on food consumption.

The income elasticity coecfficients, which mea-
sure the percentage chanre in food expenditures asso-
cisted with a 1 per cent change in income, can be com-
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puted directly from the equations whose income co-
efficients are significantly different from zero.
Using the models having both Y, and H_ as explanatory
variables, the elasticities are 0.13 for Ado-Ekiti,
0.44 for Inisa, 0.34 for Iwo, 0.12 for Ijebu-Ode, and
0.30 for all the towns put together.

These elasticities are low compared with similar
estimates (i) for Ile-Ife (1970) which were 0.51 and
0.45 respectively, (ii) for Enugu (1958) which was
0.60, and (iii) for Ibadan (1970/71) which were 0.92
for low income group, 0.62 for middle income group
and 0.58 for high income group. One possible expla-
nation for the relatively low income elasticities for
the present study is the likely effect of subsistence
production which is more pronounced in semi=-urban
ceutres than in the larger cities. Subsistence pro-
duction has the effect of reducing market purchased
foodstuffs which in turn lowers the estimated income
elasticities. One other element is the fact that the
present study is much more recent than most of the
studies cited above. Over time as household incomes
rise gradually in the process of economic development
smaller percentages of a given increase in income are
spent on food. This means that as we move through
time, the tendency is for income elasticities to fall,
given the facts of economic development.

Table 3 represents the regression results of
equation 3 in which E_ and H_are spccified as indepen-
dent variables. These results reveal that total
exrenditures alone explain very little of the observed
variations in food expenditures in Ado-Ekiti and
Gbongan. This evidence is very much similar to that
obtained for eguation 2 in which income alone also
explained very little of the observed variations in
food expenditures in the two towns. However, in the
rest of the results, the explanatory power of total
expenditures alone 1is much higher, ranging from 45 to
65 per cent. If we compare Tables 2 and 3, we will
observe that total expenditures alone tend to explain
more of the variations in food expenditures than does
income alone. This result appears to support Houthakker
and Taylor (1970) that total expenditure is a better
measure of the true purchasing power of households than
is income. These two scholars went on to assert that
the use of total expenditures as an explanatory variable
in this kind of study can be interpreted as being a
variant of the permancnt income hypothesis developed by
Modigliani and Brumberg (1954) and Friedman (1957).
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TABLE 3: REGRESSION RESULTS SHOWING HOUSEHOLD TOTAL
EXPENDITURES AND HOUSEHOLD SIZE AS DETERMINANTS
OF FOOD EXPENDITURES

Towns Log H R
- 0,06
Ado-Ekiti
0.48 0.70
(0.06)
- Q.61
Iniga
Q.34 0.64
(0.19)

In equations which include E_ and & #n cxnlana-
tory variables all the coefficiengs have positive
signs as expected and the values of R™° are relari-
vely high, lying between 0.45 and 0.83. Similarly,
most of the estimated coefficients of E_are signifi-
cant at the 10 per cent level with the only exception
of Ado-Ekiti and Gbongan which have non-significant
coefficients. The expenditure elasticities from rhese
equations are: Inisa, 0.46; Iwo, 0.54; Ijebu-0Ode, 0.25;
Okitipupa, 0.50; Ilaro, 0.15 and for all towns, 0.38,
These elasticities have similar interpretations fo
those presented in Table 2.

Finally, Table 4 summarises the regression re-
sults of equation 4 in which the explanatory variables
include a breakdown of E into 1ts economic components
(E_, E., E.) and H . The special point of interest
hePe i%’thelbehavioﬁr of E. and . which would enrich
our knowledge concerning the nl?ocntivo decisions
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TABLE 4: REGRESSION RESULTS SHOWING Hg AND DISAGGREGATEL
COMPONENTS OF ET AS EXPLANATORY VARTABLES
=2
Towns Constant Lognl’ I.ogEL Iog% Log l!' R

Q.74 0.28 0.66 0.004 0.04 0.98
Ado-Ekiti (0.02) (0.03) (0.006) (0.02)
T 1.3  0.23  0.53 0.04 <.11 0.7
Inisa (0.08) (0.25) (0.06) (0.26)
0.61 0.18 0.8 0.0 0.10  0.91
Iwo (0.05) {0.14) (0.04) (0.18)

0.69 0.35 0.64 0.005 -0.01 0.99
Ijebu-Ode (0.01) (0.02) (0.005) (0.01 B
T O.Z‘ 0.13 0.87 —0.02 0.02 0.97
Okitipupa (0.01) (0.05) (0.02) (0.04)
- 0.69 0.29 0.69 ~0.01 - 0.01 0.99
Ilaro (c.or) - (0.02) (0.0L) (0.02)

2.88 0.19 0.01 -0.05 0.40 0.77
Gbongan (0.03) (0.05) (0.02) (0.08)
o 1.80 0.21 0.38 -0.05 0.29 0.76
All Towns (0.02) (0.05) (0.02) (0.05)

of the sample of houscholds with regard to their ex-

penditures on "unprocessed” foodstuffs and "processed"
foods. 1In this regard the pgvidence clearly indicates
that the elasticities of "unprocessed" foods are con-
sistently higher than those of "processed" foods in
all towns except in Gbongan, and in that case the
elasticity coefficient is in fact not statistically
different from zeroc. This suggests that these house-
holds tend to spend much more of an increase in total
budget on "unprocessed" foodstuffs than they spend on
"processed" foods.

However, one problem about the results in Table 4
is the fact that some of the estimated coefficients
have signs contrary to a prior expectation. For
example, the coefficients of log E_ which are expected
to be negative in all towns have positive signs in
Ado-Ekiti, Inisa and Ijebu-Ode. 1In the same manner,
the coefficients of log H_ which are supposed to have
positive signs bear negative signs in Inisa and Ijebu-
Ode. These "unexpected" signs, however, may result
from either the smallness of the sample size in each
town, the presence of multicollinearity or from hete-
roskedastic disturbance.



IFE JOURNAL OF AGRICULTURE

Nonetheless, twe policy implications can be drawn
from the evidence discussed above. First, any meaning-
ful welfare programme designed by the government to
control or subsidize food prices should be directed to
"unprocessed" foodstuffs which at present account for
a large component of household expenditures on food.
Secoud, the encouragement of food processing in the
Westeri1 way may have to proceed gradually especially
in light of the current low levels of demand for these
commo<ities in semi-urban or small urban centres. The
currently low level of demand for Westernised processed
foodstuffs may however stem from the fact that in general
these commodities are relatively more expensive than
foodstuffs that are not processed in the same way.

Summary and conclusion

Given the importance of food in the social and
economic development of Nigeria, a statistical analy-
sis of household food expenditure patterns was justi-
fied on the ground that it helps to quantify some of
the significant socio—economic variables which may
be of interest to agricultural planners in their
efforts to steer the direction of development and to
improve the welfare of the people. Within this broad
context, the study sets out to examine the impact of
various measures of household purchasing power on
food expenditure, the allocative decisions of house-
holds regarding expenditures on processed and un-
processed local foodstuffs, and the influence of
household size on food expenditures.

The multiple regression results showed that in-
come alone explained between 5 and 59 per cent of the
observed variations in food expenditures across the
various households dravn randomly from seven urban
centres of the old Western State. Total expenditure
alone was found to account for between 6 and 65 per
cent. The resulrs therefore tend to support the
contention that total expenditures are a stronger
characterisation of household purchasing power than
total income. This seems to imply that expansion
or restriction of households' total expenditures
would have more effective impact on food expenditures
than income would have. This cvidencr, however,should
be taken with some caution as more studies nced to be
conducted in order to make a more reliable conclusion.

When the influence of household gize was brought
to bear on the models, the value of ﬁ improved con-
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siderably which tends to underscore the importance of
this variable in food expenditures. Moreover, the
individual estimated coefficients were tested for
significance and the tests showed that most of them
are statistically different from zero at 5 or 10 per
cent levels. Thus, we can be confident that these
coefficients are reliable estimates and that policy
manipulation of them will tend to give the desired
effects, all other things being equal.

The comouted elasticity coefficients were found
not only to be different in magnitude across the
various urban centres but were also lower compared
with the evidence of previous studies in Ile-Ife,
Ibadan and Enugu. - One plausible explanation for this
apparent dissimilarity is the tendency for most house-
holds in the past two years to grow some of the food
they consume especially in smaller urban centres such
as the areas of the present study where facilities
exist for subgistence production. If we accept this
explanation, one would then contend that the intensi-
fication of the OFN campaign may be one of the surest
ways of reducing pressure of food expenditures on
household incomes. This will tend to leave more
margin for providing the other essentials such as
clothing, housing, education and health.

The result presented in Table 4 clearly indicates
that the elasticity coefficients with regard to pro-
cessed foods were in most cases, lower than those for
unprocessed local foodstuifs. This evidence suggests
that these houscholds spend more of an increase in
their budgets on unpgpocessed foodstuffs than they do
on processed foous.

Given the above results, a subsidy on farm inputs
will have the effect of reducing food production costs
and increasing output of foodstuffs. The increase in
food output will lead to a reduction of farm gate
prices all things being equal. Then, control of the
prices of "unprocessed" foods will then become nece-
ssary to ensure availability of cheap food to the ur-
ban consumers. More important, however, is the en-
couragement of local food processors who transform
raw foods in the traditional way to provide form
utility to consumers. Availability of this category
of foods, namely, elubo (yam flour), gari, lafun,bean
flour, etc. will go a long way in reducing prices and
food shortages in the urban centres. Government poli-~
cies on subsidy, price control and encouragement of
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traditional food processing industries must be designed
to achieve the above stated -goals.

However, these recommendations should be regardecd
as tentative because of the smallness of our information
base with regard to this study. A country-wide house-
hold budget study (when such is conducted) will provide
a better information base for better policy prescrip-
tions.
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