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Objective
● This exercise attempts to directly test the existence of status 

seeking behavior of the poor in India.

● We use the large dataset provided by the National Sample Survey 
Organization and use an empirical framework that is conceptually 
derived from the microeconomic foundations of consumer theory.

● We explore in detail the extent of the status seeking behaviour for 
different sections of the population classified according to various 
socio-economic characteristics.
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Introduction
● In recent times there has been an upsurge in the academic interest 

on conspicuous consumption and status seeking behaviour.

● Originators to the present research on this topic are Smith (1776) 
and Veblen (1899). Veblen coined the term ‘conspicuous 
consumption’ to demonstrate how the wealthy class consumed 
valuable goods to distinguish themselves from other classes of the 
society.
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Introduction
● Duesenberry (1949) emphasized that an individual’s utility does 

not only depend on absolute consumption, but on consumption 
relative to the average.

● There is a voluminous theoretical and empirical literature on 
subjective well-being (there is an extensive survey by Kahneman 
and Kreuger (2006)).
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Literature review
● Frank (1985) talked about context dependent preferences and the 

concern for status related to a particular social context.

● The papers by Easterlin [(1974), (1995) and (2001)] note that 
income and self-reported happiness are positively correlated across 
individuals within a country, which the author interprets as 
evidence that relative income rather than absolute income matters 
for individual well-being.
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Literature review
● Using European micro data, Van de Stadt, Kapteyn, and Van de 

Geer (1985), Clark and Oswald (1996), Senik (2004), and Ferrer-i-
Carbonell (2005) find that well-being is partly driven by relative 
position, where reference groups are defined by demographic 
characteristics.

● Using U. S. data, McBride (2001) finds evidence that relative 
income affects subjective well-being.
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Literature review
● Using National Survey of Families and Households data Luttmer 

(2005), finds that controlling for an individual’s own income, 
higher earnings of neighbors are associated with lower levels of 
self-reported happiness and that the negative effect on happiness is 
stronger for those who socialize more in their neighborhood.

● In experimental social psychology, Sivanathan and Petit (2010), 
have confirmed that individuals are quite sensitive to their relative 
status in the society and would like to ‘mend’ their ‘self’, under 
constant attack from various social pressures, by taking recourse to 
status-signaling consumption patterns. Slide 7 of 42



  

Literature review (studies on India)
● A number of empirical studies on India do focus on the 

heterogeneity in consumption patterns across various ethnic and 
economic groups (Khamis, Prakash and Siddique (2012), Jaikumar 
and Sarin (2015) and Mallick and Mishra (2018)) with the aim of 
relating the observed heterogeneity in consumption to the societal 
position of the associated group.

Slide 8 of 42



  

Literature review (studies on India)
● In Khamis, Prakash and Siddique (2012) (Jaikumar and Sarin (2015) is also based on this 

paper), the authors conduct an anonymous online survey to identify conspicuous 
consumption items. Items which are both deemed to be visible and are associated with higher 
incomes by the respondents of the survey are identified as status goods. Using the 2005 India 
Human Development Survey, along with the given definition of status goods, the authors 
estimate the differences in consumption patterns of the status goods across caste and religious 
cohorts after controlling for various household characteristics including household 
demographics, household permanent income and wealth. They find that OBC households 
spend more on the conspicuous consumption items than high caste households. They attribute 
this phenomenon to status seeking behaviour by the low caste OBC households as they 
mimic the consumption expenditures of the higher caste households. For the Muslim 
households on the contrary, the authors find that relatively less expenditure is incurred on the 
visible items compared to the high caste and Hindu households. The authors implicate the 
stronger norms against flashy spending among Muslim households for this observation.
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Literature review (studies on India)
● Finally, the authors also demonstrate that there is a significant positive association between 

extent of conspicuous consumption and dispersion of income in the reference group. While 
this study does arrive at a result that seems to indicate the presence of status consciousness 
across social groups, it is impossible to distinguishing such a result from group level 
heterogeneity in consumption expenditures. Furthermore, because of certain concerns that 
arise from the fact that the authors have not considered an empirical model that is based on 
the individuals’ preferences and the implied nature of the expenditures, the validity of their 
empirical estimates and its capacity to explain status responsiveness, is called into question. 
Similar concerns hold true for Jaikumar and Sarin (2015). In this article, the authors 
empirically examine the relationship between inequality and conspicuous consumption in 
Indian households and conclude that increased income inequality is associated with an 
increased spending on conspicuous consumption.
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Literature review (studies on India)
● This paper is motivated by a well-observed empirical 

phenomenon, discussed extensively in the literature on poverty in 
India. Patnaik (2007) and Deaton and Dreze (2009) have dealt with 
the conflict between income-based measure and nutrition-based 
measures of poverty. In India people moving above the poverty 
line with greater monthly expenditure on overall consumption 
demonstrate lower nutritional intake. Thus Patnaik (2007) asserts 
that actual poverty estimate is far greater than the optimistic figure 
provided by the government.
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Literature review (studies on India)
● While Deaton and Dreze (2009) analyze various reasons for such a 

behavior, not much emphasis is given to the role of a status-driven 
consumption pattern, although they do not altogether ignore such a 
possibility. That social inequality can influence individuals’ 
consumption and induce greater consumption of the so-called 
status good, becomes quite relevant for such analysis. While for 
the rich such behavior may not affect absolute nutritional intake, 
for the poor it might.
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Literature review (studies on India)
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Literature review (studies on India)
● From the figure, we can clearly appreciate that although with a rise 

in the per capita GSDP, there is an appreciable decline in poverty, 
no such trends are observed for child malnourishment. 
For example, states like Andhra Pradesh, Gujrat, Haryana, Himachal Pradesh, Karnataka, 
Punjab and Tamil Nadu although having a respectable amount of per capita GSDP, still 
register a high degree of child malnutrition compared to the states having relatively lower 
amount of per capita GSDP like Chhattisgarh, Jharkhand, Madhya Pradesh, Orissa and 
Rajasthan, Uttar Pradesh and West Bengal. But if we consider poverty, we can see that 
changes in poverty figures of the states are more amenable to the respective per capita GSDP 
figures.

● This figure plots data for 2011-12: same as the time span of our 
dataset.
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Data and methodology
● For our analysis, we use the extensive datasets of the NSSO 68th 

round all India unit level survey on consumption expenditure 
(Schedule1.0, Type 1 and 2) conducted during July 2011 to June 
2012. We chose data from this particular time span since this is the 
latest round of latest available dataset that provides extensive 
coverage of households’ consumptions.
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Data and methodology
● This dataset is a nationally representative sample of observations 

that are collected following a stratified sampling of households. 
The dataset provides a detailed breakup of the consumption 
expenditure of the households as well as observations on the 
various characteristics specific to the households and the 
individuals belonging to the households. In addition to this, data is 
also provided on the households’ localization which includes the 
sector (Rural or Urban), the district and the state/union territory 
(henceforth, the union territories will be referred to as states).
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Data and methodology
● We evaluate the extent of status seeking behaviour by looking at  

the food expenditures of the relatively poor people of the society.

● Thus, we first identify the ‘poor’ households in our data. To do the 
same, we take a brief look at the sampling design of the data. 
NSSO follows a stratified sampling scheme for the survey design. 
The design scheme consists of first stage units (FSU) which are the 
2001 census villages in the rural sector and urban frame survey 
(UFS) blocks in the urban sector.
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Data and methodology
● The Urban Frame Survey blocks are formed from towns/cities 

which are divided into aerial compact blocks with clear cut 
identifiable boundaries and permanent land marks. Large FSUs 
identified in terms of their population, are further divided into 
hamlet-groups/ sub-blocks in a way to more or less equalize the 
population within the hamlet-groups/ sub-blocks.
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Data and methodology
● Households listed in the selected FSU/ hamlet-group/ sub-block 

are stratified into three second stage strata (SSS) such that 
households listed in the first of the three SSS are relatively affluent 
in their respective FSU/ hamlet-group/ sub-block: the level of 
affluence determined from the NSSO 66th round (July 2009-June 
2010) consumption survey. We utilize this characteristic of the 
survey design and define a household to be “poor” if it is not listed 
in the first SSS.
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Data and methodology
● For our formal empirical model, we also need to identify a 

variable, which we refer to as the “status” variable, that quantifies 
the influences that promotes the status responsiveness of the poor 
households. In order to do so, we consider each FSU and evaluate 
the average per-capita monthly non-food consumption 
expenditures (in logarithms) of the relatively affluent households 
listed in the first SSS of the FSU.

Slide 20 of 42



  

Data and methodology
● Note that in computing the non-food consumption expenditures of 

the relatively affluent households, we exclude the medical 
expenditures, taxes and cesses incurred by these households. We 
take this value of the estimated average per-capita monthly non-
food consumption expenditure (in logarithms and net of medical 
expenditures) of the relatively affluent households as the value of 
the status variable of all the poor households belonging to that 
particular FSU.
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Data and methodology
● The status variable constructed thus, has the advantage that it 

makes our analysis robust to specification biases. This follows 
since the manner in which the status variable of a household is 
defined makes it irresponsive to the household’s expenditure up to 
a certain extent. Thus, when we formally establish an association 
between the expenditure share of food items with the status 
variable for the poor households, we guarantee that the 
relationship truly represents the households’ status responsiveness 
rather than capturing certain nonlinearity of the households’ 
overall expenditure.
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Data and methodology
● To test for the presence of status among the poor households, we 

look at the statistical significance of the association of the status 
variable with the expenditure share of food while allowing for the 
influences of total expenditure and a host of other covariates. For 
our underlying empirical model, we follow closely the “Almost 
Ideal Demand System (AIDS)”, structure forwarded by Deaton 
and Muellbauer (1980). We chose AIDS over other formulations 
since the underlying expenditure function from which AIDS is 
derived is flexible enough to serve as first order approximations to 
any set of demand functions derived from utility-maximizing 
behavior. Slide 23 of 42



  

Data and methodology
● The AIDS specification for the demand function of an individual 

household ‘h’ can be summarized in the budget share form given 
by:

where ‘i’ indexes the commodities, ‘w’ represents the budget share, ‘p’ represents the price of 
the subscripted commodities, ‘x’ is the total consumption expenditure of the subscripted 
household, z

h
 is a measure of the effective household size and is a function of certain 

household specific characteristics such as the age profile, the scale economies of the 
household size among others and ‘a’, ‘b’, ‘c’, ‘d’ and ‘e’ are parameters.

Slide 24 of 42

wih=ai+∑ j
b j log( p j)+∑ j∑k

c jk log ( p j) log ( pk)+d i log (xh)+e i zh



  

Data and methodology
● Given the AIDS specification, we propose to estimate the 

relationship:

where ‘w’ represents the combined budget share of all food commodities, a
i
 represents an 

unobservable ‘fixed effect’ that is specific to some region ‘r’ in which the household ‘h’ 
belongs, z represents a vector of other household specific control variables, ‘D’ is the status 
variable of the household, ‘g’ indexes certain group to which the household ‘h’ belongs to 
when such households are assumed to exhibit a group specific status responsiveness and ɛ

h
 is 

the idiosyncratic error term.

Slide 25 of 42

wh=αr+β log(xh)+γ zh+θ{g }Dh+εh



  

Data and methodology
● Note that our formulation departs from the AIDS specification in 

that we incorporate an unobservable region specific “fixed effect” 
parameter instead of the commodity prices in our estimating 
equation. We implement this change since NSSO does not provide 
information on regional commodity prices.
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Data and methodology
● Although NSSO does provide information on the quantity of a 

commodity purchased, from which one can obtain the unit values 
of the commodities (which are the ratios of commodity 
expenditures to the physical quantities) and that these unit values 
do depend on actual market prices, however, it is not possible to 
use unit values as direct substitutes for true market prices in the 
analysis of demand patterns (for a discussion see Deaton (1988)). 
Also note that these unit values are available only for a select set 
of commodities and are not available for a significant number of 
commodities.
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Data and methodology
● The fixed effect parameter in the model subsumes not only the 

impact of prices on the budget share of food but also other possible 
region specific fixed effects. For our present analysis, we assume 
that a combination of state, sector and district constitutes a region. 
This construction assumes that commodity prices are invariant 
within a particular sector of a district in a state. This is not a 
restrictive assumption since by the period of the survey, India as a 
whole has had improved connectivity and transport facilities which 
rules out any significant price variations within such a region.
All official statistics on commodity prices do not provide data at such level of regional 
disaggregation as we are assuming in our model.
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Data and methodology
● In a given geographical confine, the incomes of individuals are 

likely to be correlated even when such individuals have different 
levels of income and are probably even employed in different 
occupations. Such an interdependence may get transmitted to the 
overall expenditures incurred by these individuals. As such, if the 
status variable of the poor households as constituted by the 
average non-food expenditures made by the affluent households 
located in a spatial proximity, acts as a proxy of some non-linear 
function of the overall expenditure of the poor households then…
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Data and methodology
… a statistically significant estimates of the coefficient associated 
with the status variable may as well signify certain non-linear 
association between the expenditure share of food with the overall 
expenditures rather than representing status responsiveness of the 
poor households. To pacify these concerns in particular and to 
guarantee robustness of our results, we also estimate an extension 
as:

To estimate this model, we implement Baltagi and Li’s (2002) series estimation of partially 
linear panel data models (also see Libois and Verardi (2012) and Yatchew (1999)).

Slide 30 of 42

wh=αr+β f (log (xh))+γ zh+θ{g }Dh+εh



  

Results
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Results
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Results
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Illiterate and literate 
without formal 
schooling coded as 
group 1, below 
primary and primary 
coded as group 2, 
middle and 
secondary coded as 
group 3, higher 
secondary and 
diploma/certificate 
course coded as 
group 4 and 
graduate, 
postgraduate and 
above coded as 
group 5.



  

Results
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Elementary 
occupations and 
workers not classified 
by occupations coded 
as group 1, 
plant/machine 
operators and 
assemblers and craft 
and related trades 
workers coded as 
group 2, skilled 
agricultural workers 
and fishery workers 
coded as group 3, 
service workers, sales 
workers and clerks 
coded as group 4, 
technicians and 
associate 
professionals, 
professionals, 
legislators, senior 
officials and managers 
coded as group 5.



  

Results
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Results
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Concluding remarks
● In this study we focus on the impact of relative status on the 

consumption behaviour of the relatively poor households of India. 
In terms of the currently latest NSSO 68th round dataset on 
consumption expenditures in India, estimation of a number of 
alternative models strongly corroborate our claim of status 
consciousness among the relatively poor individuals. The results 
indicate that concern for social status might prompt poor 
individuals to spend less on food and more on status good.
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Concluding remarks
● Another interesting find is that, among the poor households, both 

the relatively well off and the relatively worse off households 
exhibit a stronger responsiveness to status compared to the 
moderately poor households.

● The bottom line of these findings imply that, we cannot rule out 
the negative impact of inequality, which is the primary causative 
agent behind the concern for status, on relative consumption of 
food. As an implication, income and nutrition-based measures of 
poverty will give qualitatively different result and income growth 
will be consistent with malnutrition. Slide 39 of 42



  

Concluding remarks
● Status led consumption can hurt the level of intergenerational 

bequests and increase the probability of a poverty trap with 
imperfect credit markets as demonstrated in Moav and Neeman 
(2012). Given our empirical results, the impact of status 
responsiveness and its contribution to the level of poverty needs to 
be reexamined in the context of India.
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Concluding remarks
● Empirical findings in the literature on child labour forwards some 

counter intuitive results. Studies conducted by Swaminathan 
(1998) for a city in Gujarat, India, that by Barros et al. (1994) and 
Duryea and Arends-Kuenning (2003) for Brazil, finds an increase 
in the incidence of child labour with economic growth or 
economic prosperity. To explain these observations, Dwibedi and 
Marjit (2017) forwards an theory where status consciousness leads 
to a situation where in spite of an increase absolute income of the 
poor if their relative position in the society deteriorates then it may 
lead to an increase in child labour. The generality and robustness 
of our results corroborates such a theoretical justification. Slide 41 of 42



  

Thank you
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