
Appendix B2 
 
Construction of the Rural Living Expenditure Basket  
 
 
 
 
 When a nationwide average price is not available, the arithmetic mean price across those 
provinces for which prices are available is used; arithmetic mean prices across provinces are 
only used when nationwide average prices are not available, unless otherwise noted. 
 All weights used in the calculation of composite prices are chosen by assumption, unless 
otherwise noted. 
 All available quantity data on individual items could be matched with price data except 
the quantity data for motorcycles. 
 
 
a. Consumer goods (shenghuo xiaofeipin) 
 
(1) Foods (shipin) 
 The subcategory “all others” within foods in the rural living expenditures is obtained as a 
residual, i.e., as the difference between foods and staples; the source, besides staples, offers 
the sub-categories “non-staple foods” and “other foods,” which, however, add up to only 
195.54 yuan, slightly less than the residual 203.83 yuan. (In the case of the old imputation 
prices, the two values are 187.73 yuan and 196.02 yuan; also see appendix on grain prices 
and definition of grains.) 
 Staples, implicit price: the implicit rural price of grain is obtained by dividing per capita 
rural living expenditures for staples (at new imputation price) by the per capita quantity of 
rural grains consumed. 
 Staples, composite of four procurement prices: the four procurement prices are those of 
wheat (40% weight), short non-glutinous rice (jingdao, 40%), maize (10%), and soybeans 
(10%). 
 Vegetables: Lacking both a procurement price and a retail price, the price implicit in the 
urban living expenditure data is used. 
 Edible oil: the price of rapeseed oil is applied to all edible oil (5.17 kg), not only to 
vegetable oil consumption (3.54 kg). 

Poultry: the price of chicken is used. In the original Chinese terminology, chicken is not 
regarded as “meat.” The quantity (kg) value is likely to be measured in kg of live chicken (as 
the price is). 

Fish and shrimp: only the procurement price of silver carp is used. 
Alcohol: the retail price of alcohol is a composite of the price of one kg of hard liquor 

(daqujiu, 30%) and one bottle of beer (70%). 
 Meat: rural annual per capita consumption of meat is 11.34 kg, of which 10.54 kg are 
pork; it is assumed that the residual is all beef, and the price then is a correspondingly 
weighted composite procurement price of hogs and cows, per kg. 
 One complication is that the agricultural procurement price of meat (pork, beef, and 
lamb) appears to be the price per kg of the live animal, whereas the meat consumption 
quantity presumably measures the actual amount of meat consumed. On the one hand, this 
leads to an undervaluation of self-produced-self-consumed meat. On the other hand, however, 
as long as the proportion of actual meat in the average animal (whose meat is consumed) to 
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the body weight of the animal is constant across provinces, as is highly likely, the only effect 
is that in the nationwide basket the weight given to meat may be too small. 

Tobacco: lacking a retail price of cigarettes, the retail price is constructed as a composite 
retail price of first-grade cigarettes (10%), second-grade cigarettes (30%), and third-grade 
cigarettes (70%); the nationwide price of third-grade cigarettes (no data available) is 
calculated as the arithmetic mean across all provinces for which the price is available.1

 Tea leaves: The retail price of tea is a composite price (with equal weights) of Jasmine 
tea, black tea, and green tea. 
 Fruit: the procurement price of fruit is a composite price of apples, pears, tangerines, and 
watermelon (using equal weights for each type of fruit); the nationwide average procurement 
price of watermelon is calculated as the arithmetic mean across all provinces for which the 
price is available. 
 
(2) Clothing (yizhuo) 

Shoes: the quantity data is a composite of leather, rubber, and sports shoes. The 
composite price was constructed as the retail price of leather shoes (10% men’s leather shoes, 
10% women’s leather shoes), the retail price of rubber shoes (40%), and the retail price of 
sports shoes (40%). The nationwide retail price of each type of shoe is calculated as the 
arithmetic mean across all provinces for which the price is available. 
 
(3) Housing (zhufang) 
 The implicit rural household housing price is based on the price of a newly constructed 
square meter of rural household buildings. The item housing in the rural living expenditure 
survey is divided by the square meter price to obtain the nationwide average of 0.5625 square 
meters that are later to be priced in every province; the adjustment factor, thus, equals unity 
by design. The construction costs of new rural household buildings per square meter are 
obtained by dividing 1990 rural household per capita “investment in building construction 
and purchase of productive fixed assets” by the in 1990 completed square meters of rural 
household buildings.  
 Nationwide, the value of investment in rural housing, rather than all rural buildings, and 
rather than the value of investment in rural buildings plus the purchase of productive fixed 
assets, is also available; it accounts for 74.14% of total rural investment (in rural buildings 
and productive fixed assets). The (solely) construction costs per square meter of buildings are 
108.20 yuan, and those per square meter of housing 95.82 yuan; the latter would imply a 
nationwide basket quantity of 0.7232 square meters. Such data are not available at the 
provincial level. These values compare to the nationwide construction costs (including 
purchase of productive fixed assets) per square meter of buildings of, used here, 123.21 yuan. 
(Investment Materials 1990-1991, pp. 307f., 312)  
 The price per square meter used here, thus, is overestimated (due to the inclusion of the 
investment in productive fixed assets and the focus on buildings rather than housing), or, 
viewed differently, the quantity included in the basket is underestimated (but no provincial-
                                                 
1  The tobacco weights, by mistake, do not add up to one. The weights were chosen by the authors and were 
meant to add up to one. If the unknown true proportions of the three types of  tobacco were 10%, 30%, and 
60%, the fact that the third type in our calculations gets a 70% weight implies that the expenditures on tobacco 
are slightly overestimated. (If the more expensive first category should get a higher proportion than we allocate, 
and the third category significantly less, it could well be that our current estimate, despite the 1.1 sum of 
weights, is too small.) If the third type of tobacco had a weight of 0.6 instead of 0.7, the adjustment factor for 
the non-staple food category would be 1.0510 instead of 1.0464. The 1990 nationwide rural basket value is 
584.63 yuan RMB, the standard deviation across provinces is 63.71 yuan RMB; the switch to a 0.6 instead of 
0.7 weight for the third type of tobacco would typically change the provincial basket cost by between 0 and 0.2 
yuan RMB, i.e., between 0 and 0.31% of the standard deviation. 
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level prices would be available to price the correct quantity). This does not matter as long as 
there are no systematic differences across provinces in the ratios of housing area to building 
area and in the ratios of investment in rural buildings to investment in rural buildings and 
productive fixed assets—the amount of square meters to be priced in each province is the 
nationwide (underestimated) quantity which, once multiplied with the provincial (over-
estimated) price per square meter, yields the provincial housing expenditure value; at the 
nationwide level, it yields exactly the value of rural household living expenditures on 
housing. 
 In the case of the alternative, composite price calculation, the nationwide retail price of 
each type of four construction materials is calculated as the arithmetic mean across all 
provinces for which the prices are available. The sum of ‘price times quantity’ of the four 
construction materials is made equal to the living expenditure value for housing via the 
adjustment factor for the housing expenditure category. 
 
(4) Energy (ranliao) 
 The consumption of oil and gas in the countryside is likely to be minimal (and no price 
data are available for oil). Therefore it is assumed that rural households only consume coal. 
With the price of “raw coal” (yuanmei) not available for several provinces, the price of 
fengwomei (“honeycomb coal,” the standard cylinder-shaped coal briquettes with 
honeycomb-style holes) is used here. The quantity of coal consumed is obtained by dividing 
average nationwide living expenditures on energy by the average nationwide retail price of 
coal; the adjustment factor, thus, equals unity by design.  
 The published nationwide average price of coal is 7.954 yuan/ 100 kg, but in all provinces 
for which coal price data are available (all provinces except Tibet and Xinjiang) this price is 
below the nationwide average price of coal; therefore the arithmetic mean coal price across 
all provinces for which the price is available is used here.  
 
(5) Articles for daily use (yongpin ji qita, i.e., “articles for use and others”) 
 Articles for use comprise (i) articles for everyday use (riyongpin, 32.18 yuan), (ii) cultural 
and recreational articles (wenhua yule yongpin, 12.11 yuan), (iii) books plus newspapers plus 
magazines (shubao zazhi, 3.20 yuan), (iv) medicine and hygiene articles (yiyao weisheng 
yongpin, 13.23yuan), and (v) others (qita, 3.11 yuan). Except for the category “medicine and 
hygiene articles,” no quantity data that fully match one of the categories are available. For 
example, typical articles for everyday use are washing powder or matches, but no quantity 
data for rural households are available at all. These living expenditures, thus, do not explicitly 
include consumer durables. However, the later classification, published retrospectively for 
1990, has a living expenditures value identical to that in the earlier classification and contains 
the explicit category “household equipment and articles, plus related services” (jiating shebei 
yongpin ji fuwu, 30.90 yuan), which definitely includes consumer durables (Rural Household 
Survey Yearbook 2002, p.145). In the earlier classification, consumer durables are likely to be 
included in the non-medical categories, in particular the categories article for everyday use, 
cultural and recreational articles, and “others.” 
 No quantity data on the annual consumption of consumer durables are available. The 
quantity data are obtained as this year’s year-end stock of consumer durables, less the 
previous year’s year-end stock of consumer durables, plus an assumed disposal rate of 7% 
(applied to the previous year’s year-end stock of consumer durables). I.e., if the year-end 
1989 stock of a particular product is 100, of which 7 units are assumed discarded in the 
course of the year 1990, and the year-end 1990 number is, say, 110, then 17 units of this 
product are taken to have been purchased in 1990. 
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 Data on one more consumer durable would have been available, photo cameras, but the 
year-end 1990 stock value appears historically an outlier, resulting in a negative purchase 
quantity; this product was therefore omitted. 
 Clock: the retail price of a clock is the composite price of two types of clocks (each with 
50% weight): alarm clocks (naozhong) and hanging clocks (guazhong). The nationwide retail 
price of the hanging clock is calculated as the arithmetic mean across all provinces for which 
the price is available. 
 Refrigerator, sofa, desk: in each case, the nationwide retail price is calculated as the 
arithmetic mean across all provinces for which the price is available. 
 Medicine and hygiene: Among the available price data on medicine and medical articles, 
those products are chosen which are uniformly defined across all provinces and have price 
data for all provinces. Altogether, 18 products fulfill the two requirements. For any particular 
product, the price in a provincial capital was divided by the arithmetic mean of the prices 
across all provincial capitals. For each provincial capital, the 18 price ratios were added up 
and divided by 18 to obtain the price of medicine and medical articles in this province 
(relative to the average nationwide price). The nationwide price, in the frequent absence of a 
nationwide price here defined as the arithmetic mean of the prices across all provincial 
capitals, thus, by design, equals unity. Dividing the nationwide per capita living expenditures 
on medicine and medical articles of 13.23 yuan by this price (of unity) yields the quantity 
measure of 13.23 units of medicine and medical articles to be priced in each province. The 18 
medical items are huanglian, gancao, dangcan, danggui, huangshi, yinhua, juhua, chenpi, 
banlangen, qingdu suzhenji, qingdadu suzhenji, huanglian supian, Aspirin, Vitamin C, suxiao 
ganmaowan, ziyaoshui, fenyoujing, fever thermometer. 
 
 
b. Services (feishangpin) 
 The price of services is proxied by the price of rural labor, which in turn is proxied by the 
average annual industrial township and village enterprise (TVE) wages per laborer. 
Nationwide average annual rural living expenditures in 1990 on services were equal to 3.20% 
of the nationwide average annual industrial TVE wages per laborer. This 0.0320 rural person 
labor-year then is priced in each province using the provincial-level price of rural labor 
(provincial industrial TVE wages per laborer). 
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