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Celebrationsas Social | nvestments:
Festival Expenditures, Unit Price Variation and Social Statusin Rural India

Abstract
Vijayendra Rao

Festival expenditures amount to over 15% of a household’s annual expendituresin rural India.

Y et they have never been studied by economists. This paper uses both qualitative and
guantitative data from a case-study of three South Indian villages to show that festivals are
important public goods in the village but neither a pure entertainment motive, nor an altruistic
desire to contribute to a public event seem to explain their size. Households who spend money on
festivals, everything else held equal, are, however, able to get generate tangible rewards - lower
prices on food, higher socia status and more invitations to meals from other families. This
indicates that active participation in festivals generates private economic and socia returns which
helps resolve a potentia free-rider problem. The evidenceis consistent with the notion that
festivals serve as mechanisms by which communities cement bonds across families and thus build

social capital.



Introduction

I will never forget the first time | saw avillage festival. In November, 1992 | had spent
about aweek in avillage in Karnataka State in Southern India conducting fieldwork. My team
and | were interviewing families with six or seven adults and children who lived in one or two
room mud huts with terracotta-tiled roofs, often sharing their space with goats and chickens. The
families al belonged to the potter caste but admost al of them also worked as wage labourers.
Lifefor the women revolved around strenuous work in the fields, followed by many hours of
gathering firewood and cooking and cleaning and avoiding the drunken violence of their
husbands. For the men it also involved working in the fields or on the potter's wheel, and on
Wednesday, pay day, an evening of sad systematic drinking. The men were too poor to dressin
anything beyond government-issue blue cotton shorts and torn vests, while the women wore
threadbare polyester saris that they preferred to cotton because they were cheaper and easier to
clean. We were staying in a nearby town and would come in at about 9 in the morning and leave
at 6. On the sixth day we were warned that on the next day it would be "difficult to find people
in their homes because they would all be at Mariamma's festival."

When we arrived the next morning the village had been transformed beyond recognition.
Everyone was wearing their best clothes that they had found scarce water to clean. The women
had put on gold and silver jewellry and had jasmine flowersin their hair. The men were dressed
in crisp white dhotis and white bush shirts with afreshly ironed cotton shawl! folded nestly over
their shoulders. There were colourful fragrant garlands of marigold, jasmine and rose strewn on
poles around the village and on the pillars of the local temple, dong with festive paper
decorations and balloons. Two loudspeakers tied to the temple's roof blared film songs. And
then, at about 10 in the morning, with the volume of the temple loudspeakers reduced, the
procession began. Three musicians playing the nadaswaram - a high volume South Indian wind
instrument - and four drummers beating snare drums and thavils' led the procession. A bullock
cart, freshly painted in red, yellow and green, followed them pulled by two large colourfully
decorated bulls. The cart carried an image of the goddess Marriamma swathed in silk, gold and
flowers and tended by two priests reciting prayers.

Immediately behind the bullock cart was a group of about ten important looking men and
women who were described as Respected People in the community, followed by hordes of
dancing children. | asked some peoplein the crowd who these Respected People were and was
told that they were the heads of those families who had made the largest contributions and had

helped organise the celebrations. The festival was obviously a very expensive event entirely



financed by voluntary contributions; all the contributions, whether small or big, were made public
at an auspicious time when the Temple Committee which organised the event announced them on
loudspeakers. | wastold that such celebrations were repeated about two or three times a year
during various festival periods.

The average family in this village spends 15 per cent of its annual income on festivals',
both in the form of contributions to the Temple Committee and on private goods such as special
clothes and food for the events. In fact, money spent on festivals is the single largest regularly
scheduled expenditure made by these households. The only other events that cost more are
weddings, but weddings occur two or three timesin the lifetime of a household head while
festivals occur every few months. Considering that many of these households live below the
poverty line with very low levels of education and health, expenditures on festivals are allocated
away from what would seem like more productive investments. Why then do people spend so
much money on festivals? Do festival expenditures generate economic and social returns? In
this case study, | will attempt to provide some answers to these questions using ethnographic and
econometric methods. Aswith any case study the smallness of sample permits a detailed
examination of questionsthat may be difficult to analyse with secondary data, but thisis traded
off with the unrepresentativeness of the sample.

The structure of this paper is asfollows. Section 2 outlines the qualitative findings which
help inform the devel opment of a simple theoretical model, Section 3 provides the econometric
methodology, Section 4 presents the econometric results, and Section 5 concludes the paper and

presents its policy implications.

2. Qualitative Analysisand a Theory of Festival Expenditures

Data Collection

The data used in this paper are both qualitative and quantitative from a study | conducted
in three villages, Halli, Beedu and Ooru", located within 70 miles of each other in the South
Indian State of Karnataka. The quadlitative analysisis based upon focus group discussions and
in-depth interviews with 120 men and women who represent a broad cross-section of the potter
community in the three villages and 40% of the population. The villages were visited by ateam
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variety of subjects related to living standards. The team consisted of 3 men and 6 women, and the
staff were social workers from nearby villages -- totally familiar with local conditions.

In addition to the qualitative data, all 123 potter families in the three villages were
administered a structured quantitative survey that was constructed on the basis of the qualitative
findings. The survey instrument had three parts, consisting of a household questionnaire, a
women's questionnaire, and a questionnaire for husbands. The questions covered a range of
topics, including expenditure, income, wealth, human capital investments, and marriage market
data. Another survey of the same households was conducted in 1994 that asked specific
guestions on festival, socia status, income and expenditures and other issues that will form the
core of the quantitative analysisin this paper. In the analysis below the qualitative data will
inform the construction of a conceptual model, and hypotheses derived from the model will be
econometrically tested with the survey data.

Quialitative information is thus able to complement the quantitative analysisin at least the
following ways:

1) by informing the construction of the survey instrument;

2) by suggesting hypotheses that could be modelled and tested against the survey data, and by
providing an alternate source of evidence against which statistical results could be compared and
validated;

3) by asking open ended questions that permitted a discussion to be more informative by allowing
arespondent more freedom in determining its direction;

4) by understanding people's motives, desires, aspirations, expectations.

5) by providing a personalised context and texture to statistical work with anecdotes and excerpts
from conversations,

6) by understanding the nature of community interactions, and how people related to one another.

Analysis

Public festivalsin rural Indiatend to be of two types, some are collective in that they
involve all the communitiesin avillage, others are specific to each sub-caste within avillage and
other castes generally do not participate in them. Clearly, there are public goods aspects to

festivals because they are in many ways a public entertainment. Sociologists since Durkheim



(1912), however, have argued that collective celebrations serve a much more important public
function by providing occasions when communities reify their group identity. Turner (1982), for
instance, describes festivals as "generaly connected with expectable culturally shared events."
He suggests that when a social group celebrates a particular event it "celebrates itself" by
"manifesting in symbolic form what it conceivesto beits essential life." Thus, festivals serve to
build socia cohesion by reinforcing ties within acommunity. Furthermore, by providing a
specific time and place within which families can signal their commitment to the collective and
compete for status with others, festivals have public goods aspects that go beyond pure
entertainment. They provide a socially sanctioned arenafor publicly observable action.

Festivals, such as those studied in this paper, are widespread across India (Ostor 1980,
Fuller 1992) and particularly so in rura India (Gough 1955, Hanchett 1972). Moreover, this
behaviour is clearly not unique to Indians -- consider, for instance, the large sums spent on gifts
with little direct utility during Christmas (Waldfogel 1983). Y et, despite their size and
significance, economists have rarely studied such celebrations. There are afew exceptions.
Chwe (1998), for example, argues that public events like ceremonies and festivals solve
coordination problems by generating common knowledge and thus play an important rolein
communicating information. While Chwe's work is a contribution towards a general theory of
public events that provides valuable insights into why institutions such as festivals and rituals
exig, it does not analyse the microeconomics of festival behaviour in households. More specific
explanations are required to understand why impoverished househol ds spend so much money on
such events, and why some househol ds spend more than others.

Chwe' s paper provides a micro-foundation for the concept of social capital (Coleman
1988). Any ingtitution that servesto reinforce ties within acommunity, whether by generating
common knowledge or by building trust or by some other means, is building social capital by
facilitating the formation of networks and increasing social cohesion. The concept has attracted
great attention, and controversy, in recent years, particularly in its potentia application to
problems of development (Woolcock and Narayan 2000, Isham and Kahkonen 1999 ). An
emerging empirical literature has begun to establish a connection between social capital and
economic productivity (e.g.: Knack and Keefer (1997), Barr (2000)). Narayan and Pritchett
(1999), for instance, find that villages which have higher levels of socia capital tend to have
more households with higher incomes, who also benefit from better schools and faster rates of
technology adoption. However, none of these paperstell us much about the process by which
households gain access to socid capital, or about how social capital is built and sustained within a
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social norms and constraints.  Thus, if we are to understand how socia capital works, we must
understand the social mechanisms that underlie it and how these mechanisms interact with
economic decisions.

Festivals are examples of such mechanisms. As argued above, village festivals provide a
space within which households can express their sociability. Sociability can be expressed either
by adirect contribution to the Temple Committee, or - particularly for poorer households - by
dressing up, making special food, participating in common events and otherwise spending money
in avisible manner that enhances the “festival experience” for the entire village. By participating
in afestival, a highly associational activity, afamily signals its commitment to being an active
member of the community; a“good citizen,” a potential partner in mutually beneficial reciprocal
relationships. Thus, at the village level, festivals enhance social cohesion and build social capital,
while at the level of the family they provide households with an opportunity to access social
networks and generate returns from investmentsin social capital”.

Halli, the first village that we studied, is alarge multi-caste village close to Mysore a city
of about three million people. Many residents of Halli work in Mysore as day labourers, but the
village remains isolated with very poor health and sanitation facilities. Ooru, which is about 30
miles away from Halli, is also alarge, multi-caste village and hosts a monastery which is the seat
of areligiousorder. The monastery isthe village's largest landowner and operates a large schooal,
which village residents can attend for asmall fee. Ooru aso has another school that provides
classes until the 10th grade and a primary hospital with aresident physician and rudimentary
operating facilities. Beedu, avillage consisting entirely of potters, isthe third village, located
about 70 miles away in Coorg district which isa"forward" areain the sense that the district has
relatively good schools and along tradition of providing basic social services. Thevillageis
surrounded by coffee plantations with rather feudal owners who are the area's major employers
and creditors.

As noted above, this study is not based upon a random sample of al the householdsin
these villages but rather on a census of households from one particular community - khumbaras -
the potter caste”. Since households marry within sub-castes and friendships rarely cross caste
boundaries, each community within the village is to some extent asocially distinct group. Thus,
many festivals tend to be celebrated in arather segregated manner. The type of festival,
however, can have important implications for socia capital formation. Some festivals are private
—restricted to family and close friends - many widely observed Hindu festivals, such as
Deepavali , fall into this category. While Deepavali is celebrated by all Kannada™ Hindus at the

same time, social interactionsin the village during Deepavali tend to be restricted to members of



one' s extended family. Thus, while Deepavali is an occasion where bonds within the family are
strengthened, it does not offer many opportunities to create links with families who are not
aready well known. Some festivals are specific to sub-castes - for instance the potters have a
special festival to pray to a goddess whom only the potters consider auspicious. Such festivals
serve the function of building cohesion within the potter community but are not structured to
enable much cross-community interaction.

Thereisathird category of festival where all the caste groups in the village celebrate
communally. For instance, once or twice ayear the village organises ajatra - a procession that
honours a prominent deity housed in the local temple. Traditionally, these festivals have served
to reify hierarchies within the village with each community being assigned a role appropriate to
their caste and occupation”. Village festivals, when they are practised, also serve to preserve
links across different groups while reinforcing structures of socia stratification. Some, jatras
therefore have historically been occasions of conflict - usually sparked by upwardly mobile
groups attempting to renegotiate their place within the village hierarchy. In the villages studied
here, traditional jatras have lost their significance with the gradual break up of the jajmani™
system. Nevertheless, it isimportant to note that the type of festival - its size, its structure, and its
practices - affect the logic of investment and participation and, therefore, may have different
implications for social capital formation*.

Therole of men and women in festivalsis also quite different. Collective festivals
involving the participation of many different families, asin the opening vignette, tend to be
dominated by men. Contributionsto the temple are announced in the name of the head of the
family who is amost always a man, and women are a distinct minority in the processions. In the
festival procession | observed there were very few women were in the procession. They were far
more likely to be watching, in all their finery, from the sidelines — even though the deity being
worshipped was female. On the hand, family-centred festivals are dominated by women who
tend to organise all the celebrations, do the cooking, and purchase the clothes. For these reasons
festival seasonstend to be very busy times for women — it is a time when their networks are built
and nurtured. During major festivals adult women are expected to pay a visit (sometimes very
brief) to the homes of their relatives and friends and exchange token gifts with the women in the
family — men tend not to participate in these visits which are considered exclusively in the
domain of women. Thus, festival expenditures serve to build networks between both men and
women, but with mechanisms that may differ by gender.

Since these data focus on the potter community, they have the advantage of giving us an
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limitations. The focus on potters does not allow a comparison with festival behavioursin other
caste and religious groups, or alow an analysis of inter-caste interactions. Moreover, the datado
not permit an analysis of some of the complex dynamics of festival behaviour because the
guestions do not distinguish between private festival expenditures and public contributions.
Neither can the datatell us about different types of festivals, nor about gender differencesin
festival participation. The survey simply provides the total amount spent on festivals by
households in the last year. While this does permit a number of hypotheses to be tested, it limits
amore complete quantitative investigation. In particular, the quantitative analysis will have to
abstract away from comparisons of private and public festival expenditures, gender differencesin
participation, and effects that may vary with the type of festival.

Table 1 provides some summary statistics about the sample. The average annual income
of ahousehold is 14,471 Indian rupees, which is about $1644 in PPP adjusted US dollars ($482 at
the exchange rate prevalent at the time) - alittle over half of per capita household incomein India
in PPP dollars, and well below the Indian poverty line of 45 rupees per person per day. Only 20
per cent of the households practice pottery even though they belong to the potter caste, most are
wage labourers and some are subsistence farmers. However, the average land holding is very low
at 0.59 acres. Education isalso low, with the average maximum schooling of a person within a
family at 4.54 years (the mean years of completed schooling among household heads is much
lower at 1.6 years). Despite the low levels of education the villages have recently undergone a
fertility transition, which isreflected in the fact that on average households have about 3 adults
and 1.5 children.

If festivals serve the function of reinforcing social cohesion in the community then a
family that contributes towards festivals is providing a public service and should be rewarded for
it by the village. Festival expenditures can thus be viewed as an investment in socia capital™.
One can, therefore, hypothesise that families who spend more on festivals should receive a socid
return apportioned on the basis of the size of contribution. There was much evidence for thisin
the qualitative data. All the potterstook a great deal of interest in collectively organising the
festival and this clearly brought the community together. All the potter families saw the festival
as being a central event in their social lives. Moreover, donations made towards the festival were
not anonymous and the largest donors were publicly honoured with a prominent place in the
procession. Asexplained above, participation in afestival does not have to bein the form of
donations however. The quality of the festival is enhanced with more families participating, and
particularly when those participating families celebrate in as grand a manner as possible. This

allows for morefestivitiesin the village, greater sharing of food, and a more impressive



celebration. Thus, even by spending money in a private but publicly observable manner, the
family is contributing to the festival. Active participantsin contributing and participating in
fedtivals are treated with respect and deference by the village, while those who chose not to
participate tend to be disliked'.

Take for instance the case of Chikkamma an elderly woman whom | interviewed in Halli
village. She was apoor, illiterate, but highly respected individual, not only because of her age
but also because she and the rest of her family had along history of helping those in need by
providing food, comfort, advice, and shelter. She and her family spent a disproportionately large
amount of money - about 25 per cent of their income - on village festivals. She died recently, and
when | visited the village soon after her death | was told that her funera was alarge event
attended by all the potters and also by many people from other castes. Contrast her case with
Rachappa of Beedu village. Rachappa was an elderly man, rather wealthy by village standards
with anumber of cows and about 2 acres of land. He was also a moneylender who provided
credit at interest rates of close to 200 per cent. He had areputation as a miser and almost never
contributed to village festivals. No one in the village said a kind word about him, but he was
given ameasure of deference because almost everyone in the village had been in debt with him at
some point. Rachappatoo passed away recently, but no one seemed to care, not even his
children.

What can we learn from these examples and the other qualitative evidence presented so
far? Fedtivals clearly are public goods in that they help generate social capita and cohesion by
building bridges across households and communities. As public goods, however, they could face
acollective action problem in that families may have an incentive to free ride on the contributions
of others. Thus, social mechanisms may have evolved that hel ped solve the free rider problem
by improving the incentives of individuals and families to participate in festivals. We can think
of theseindividua incentives to participate in socia activities as “socid returns.” Festival
participation can generate social returnsthat can be broadly classified under two categories:
returnsto social status, and returns from expanding networks.

Social statusis an important motivating force in the behaviour of Indian families and
anthropol ogists have long believed that Indian concepts of individuality differ markedly from the
Western. An Indian is defined not just by his or her own accomplishments and character, but also
by their circle of acquaintances and friends — how many people they know, and the status and
respect accorded to them by their social group. Mines (1994), in a study of a South Indian
community, shows that men will often describe themselves to a stranger not ssimply by providing

information about who they are and what they do, but by listing al the prominent people they



know. In my own fieldwork, one village leader described himself to me in asimilar manner. “I
am not a big man, but my father was a freedom fighter and my daughter is married to abig family
in Patilur village (about 100 miles away). They have lots of land and her father-in-law isabig
Congress politicianinthearea.” Thus, the village leader’ s sense of self seemed to be derived
from the “big men” to whom he was related.

Furthermore, mobility within avillage is often achieved by imitating the behaviours of
families of higher socia orders (Srinivas, 1989). A great dea of effort and expense is devoted to
the presentation of external attributes. Household decisions are often made with an emphasis on
how one's family will be viewed by others; What will others say? What will they think? Status
isthusavalueinitself. Families clearly gain direct utility from simply moving up the social
ladder by contributing the most money or participating in amost lavish manner in the festival.
Thus, festival participation can serve as a method by which families gain, or retain, social status.

By spending money on festivals, families can aso involve other familiesin amutually
enjoyable, associational activity that builds trust and a sense of obligation. This allows families
who participate in festivals to devel op strong rel ationships with other families and create avenues
for information transmission. Festivalsthus help build networks. There is now agreat of
empirical evidence from poorer societies that demonstrates the importance of informal networks
in insuring families against risk (e.g.: Townsend 1994, Udry 1994, Ligon 1998). Festivals
provide a mechanism by which such networks are built. Networks, however, are useful not only
for unanticipated shocks but also for more everyday forms of serious but predictable problems.
Households with better connections may be able to get access to better jobs (Collier and Garg
1998), or find ways of getting lower prices for food. Or they may be able to get better
information on potential marriage partners for their children (Bloch, Rao and Desai, 1999).

The simplest way to conceptualise such social returnsto festivalsis to think of an equalising
difference model (Rosen, 1986) where the village has to match households to positions within the
village hierarchy that involve different levels of commitment. The social returns functions can
then be thought of as the locus of points where households who gain more from returns provided
by the village are matched with higher positions within the village hierarchy involving greater
commitments in time and money expended on village activities®". I there are enough households
in the village, then thisfunction is treated exogenously by each household when it is deciding
how much to contribute to the village. Alternatively, one can think of asignalling model where a
family’slevel of sociahility is not known to the rest of the village, where sociability is defined as

itswillingness to participate in socia activities and help others during periods of need. Festivals
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could then serve as a mechanism whereby afamily signalsits level of sociability to the village,
and in turn receives private returns in terms of higher social status and wider networks.

It is, however, also possible that families spend money on festivals smply for pure
consumption. Inrural areas with limited access to movie theatres and television sets, festivals
could be an important source of entertainment. |If festivals were a purely private consumption
good, expenditures on them should not generate any other returns. Festivals, however, are
potentially both a private and a collective entertainment. To the extent they are public goods,
festival contributions could be thought of as altruistic contributionsto a village public good.
For the purposes of the empirical work, we can summarise the spirit of all these possibilitiesin
the following ssimple framework. Consider a household with the following utility function:

U; (%, fi, F.r) @

where x; is the household's private consumption. The public goods aspect of festivalsis captured
by F, the village's total festival expenditures, which alows households to get direct utility from
consuming the collective aspects of afestival. f; isthe household' s personal festival expenditure
which enters directly into the utility function to allow for the private enjoyment the household
receives from celebrating the festival. Finally, r; isthe private return, such as social status,
expanded networks, or economic returns that the household might receive by investing in a
festival.

The household faces a budget constraint:

X+ f; =Y, 2

Where Y, isitsincome. It also hasto consider the extent to which its contributions affect tota

festival expendituresin the village:
N
2. fi=F (3)

Where i indexes each household in the village, of which there are N in number. Finally the

household has to take the exogenously given social returns function into consideration:
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n=r(f,Z;,V) (4)

In the empirical work | will use threeindicators of r, the socia status of the family (measured by
amethod described below), the number of times the family isinvited for meals by other families,
and a household specific index of the unit prices for food faced by the family.

Z; represents a vector of variables which have an impact on the social returns the household
receives independent of the effect of festival expenditures. | include the following variables:

1) Household head's age — respect within the community tends to rise with age, and older
persons would & so have more opportunities to develop and nurture networks.

2) The number of adults and children in the family — there are two reasons for this, larger
families will be able to have reciproca relationships with alarger number of people and thus have
higher social returns. Also, larger families may be able access lower prices for food by being
able to make larger purchases.

3) The head's education — education and literacy are both valued as indicators of prestige,
and useful because the educated tend to be better informed and better able to take advantage of
opportunities and access services.

4) The land owned by the household in the past and the present — Thisis directly related to
social status. It and also affects prices by influencing the size of purchasesin the open market —
families with land holdings in this sample tend to be subsistence farmers and therefore rely less
on the open market.

5) Household income —whileit isin the budget constraint, | will also includeit in Z; since
households with more income could be more valued by the village because of their greater ability
to help others during periods of need.

6) A set of village dummies — each villageis adistinct social and economic entity and
social returns may vary for reasons that cannot be directly controlled.

Let F-; = F- f; denote total festival expendituresin a village excluding household i's
contribution.

We can substitute (3) into (1) to get:

Ui =Ui(x, fi, F + fi,15) (5)

Assume that household i takes F-; as exogenous and chooses f; and x; to maximize (5) subject
to the budget constraint (2) and the social returnsfunction (4). Thisresultsin areduced form

expression for festival expendituresf;:

12



fi = fi(F5.Z;.V) (6)
Note that for reasons explained above, Y; isincluded in Z;.

3. Econometric M ethodology

Consider the social returns function:

r=r(f,,Z;,V) 4%

Since both r and f are arguments in the utility function, it is possible that they are determined
simultaneoudly. | use two instruments for festival expenditures, and their interaction, to correct
for this possible bias. Thefirst isthe number of female children between the ages of ten and
sixteenin the family. During the fieldwork | observed that particular attention was paid during
the festival to the appearance of girlsin this age group. Extra money was spent on their clothes
and makeup and an effort was also made to take them to the temple where extra contributions
were made. All of this added to festival expenditures. The reason why girlsin this age group
were given specia attention is obvious - they were of marriageable age and the festival served as
apublic occasion where they could be "displayed” in order to find them the best possible
match®. Therefore, conditional on the total number of children in this age group (whichis
included in Z;) the number of unmarried girls of marriageabl e age serves as a good instrument for
festival expenditures because they increase them for reasons unrelated to social returns®”. The
other instrument that | will employ is the average festival expenditures made by the next door
neighbours (defined as the four households living in closest proximity to the reference
household). Heretheideaisof ademonstration effect. If the neighbouring households cel ebrate
the festival with particular vigour this should induce neighbours to also spend more on festivals.

Thus the festival determinants function can be modified as:

fi = fi(F4.Z;.V, X) (6)
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where X denotes the instrumental variables. However, if we believe that the socia returns
function is given exogenously to households, perhaps because it is a competitively determined
equalising difference function, then (4) and (6) are recursive and can be estimated using single
equation methods. Thus, | will present both single equation and IV estimates of (4), while (6)
will be estimated by OLS.

If ahousehold' s expenditure on festivalsis not influenced by the village's total festival
expenditure, either because the household did not care about the public celebration F, or because
F enters the Utility function additively, F-; would not enter (6). Thus, if we estimate (6) and find
that F-; has no effect on f;, we can infer that an atruistic desire for the best possible public
celebration is not affecting a household's festival expenditures (Andreoni, 1989). To test this|
construct F-; by summing up the total expenditures on festivals by pottersin avillage and
subtracting a household's private contribution fromit. However, since F is a village specific
variable, aregression that includes F-; cannot independently get estimates of the three village
fixed effects. Thus Table 2(a) excludes village dummies while including F-; , and Table 2(b)

presents estimates with the village dummies and without F-;.

4. Econometric Results

Tables 2(a) and 2(b) show that festival expenditures rise with income, indicating that they
areanormal good. Note aso that individual festival expenditures are not significantly associated
with F-; suggesting that total festival expenditures are not crowding out individual expenditures.
Thisindicates that an altruistic desire to provide a public entertainment is not the primary motive
driving festival expenditures. Most of the variation in F-; comes from differencesin total festival
expendituresin three villages. It is possible, however, that alarger sample spread across a more
varied population would have provided more precise estimates of itsimpact. Notice from Table
2(b) that f; displays afair amount of variation across two of the three villages with Beedu having
lower levels of festival expenditures than Halli - the reference category. Thus, what Table 2 (a)
and (b) together indicate isthat while festival expenditures do vary between the villages, this
variation is not explained by the village' s total expenditure on festivals. Tables 2(a) and (b) also
show that afamily’ sfestival expenditures rise with the maximum level of education in the family,
the number of young children, and the number of girls of marriageable age. The amount spent on
festivals by neighbours does not show a significant effect in either regression. While the

coefficient on neighbour's expenditures is quite weak, the two instruments — number of girls of
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marriageable age and neighbour’s expenditures - arejointly significant with an F-statistic of
3.76.

Table 2 shows that household characteristics are, to some extent, driving festival
expenditures suggesting that households may be deriving some private benefit from them. What
isthis private benefit? If al that mattered to afamily was the private entertainment value of a
festival or the "warm-glow" from giving, then the results from Table 2(b) are puzzling. A private
entertainment motive would not be consistent with the village level differencesreportedin Table
2(b) because festival traditions are quite similar in the three villages and my ethnographic
investigation did not reveal strong differencesin the taste for festivals between the villages. The
pottersin all three villagesin this sample belong to an extended kin group, they exchange brides,
visit each other frequently, and thus tend to celebrate the same set of festivals. The strong village
level differencesin festival expenditures suggest that there is something beyond differencesin
festival norms across villages that are affecting a family's festival decisions. One possible reason
for these differences is that there are village specific variations in social returns.

| examine three different measures of social returnsin estimating equation (4). The first
indicator isthe number of times members of the household have been invited for meals by other
familiesin the village who are not their immediate relatives. Despite their poverty, sharing meals
with friends and relatives was a very important part of social interaction in these villages that
served to cement social relationships, to build trust, and sometimesto curry favour. Since sharing
meals with immediate rel atives was a more routine affair, often a means to share resources rather
than a purely socia interaction, | focus on invitations to meals at the homes of villagers who are
not immediate relatives. Not all households were well connected enough to engage in such
interactions routinely, but those that did also tended to be better networked and respected. Thus,
such invitations are indicative of a household's degree of socialisation and the quality of its
relationships with other members of the community. The second indicator measures the social
standing of the family. Its construction requires some explanation. Since this was a census
survey, we interviewed every potter family in each village. Consequently, we were also able to
ask each family about their sense of the respect and social standing accorded to other familiesin
the village. Thiswas coded into a measure with four levels, a score of 1 denoting the lowest level
of socid standing and 4 denoting the highest. Both these variables are indicators of other latent
variables, the first as a measure of socialisation and the second as a measure of status. Thus, |
will estimate the invitations to meals with a Tobit since 24 per cent of the observations are
truncated at zero, and social status will be estimated with an ordered Probit.
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Thethird indicator of social returns | employ is an index of the unit food prices charged to
the households™'.  In the process of doing fieldwork | noticed that there was alarge variation in
the unit prices charged for food to different members of the village. The primary reason for this
were quantity discounts since many of the families were severely liquidity constrained and were
compelled to purchase food once aweek on the day they were paid. | noticed during the
fieldwork that festival participation alleviated this problem because households that took an
active part in festivals a so tended to be those that had wider circles of friends and better
relationships with their relatives. This allowed such better networked househol ds to form
informal shopping “clubs’ who would buy food in bulk and then distribute it among the members
of the club. Shopping clubs would typically operate by pooling resources to make larger food
purchases that would then by divided among the various participants according to their
contribution. Sometimes, food discounts would be obtained by asking friends and relatives who
were going on atrip to the town to buy some groceries at cheaper prices than were obtained in the
village.

Better networked households also tended to find it easy to obtain short-term low (or zero)
interest loans from their friends and relatives which allowed them to purchase food in larger
guantities. Thisaso allowed them to access subsidised food available from “ration shops’
operated by the public distribution system. Well networked individuals also tended to be
considered “good people” which enabled them to obtain food on credit directly from shopkeepers
and avoid paying the mark-ups associated with very small purchases. The interest rates charged
by shopkeepers for providing food on credit was nominal or non-existent, as the families usualy
re-paid entire amount within a month. Thus, socially well connected househol ds seemed to
suffer less from higher food prices. On the other hand household's who did not have good social
relationships faced mark-ups of between 15-40 per cent on their food purchases.

To get asummary measure of the variation in unit prices across households, | construct a
Laspeyres price index, denoted as |; :

K;

> pla’

— =l
I =4 x100

z pray’

i=1
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Where i indexes commodities and j indexes households. p! isthe unit price paid by household |

for commodity i and g’ is the quantity purchased of commodity i by the median household in the

sample, similarly is the unit price paid by the median household for commodity i. Thus, the
index number employs the budget of the median household as the base. While information was
collected on over twenty food items, 14 commodities were used in the index number calculations
omitting those that were consumed by less than 20 households. These fourteen commodities
represent over 70 per cent of the average househol ds budget™".

However, even after limiting commodities to those consumed by over 20 households,

many families purchased less than the full set of fourteen commodities. Thus, for many
households, p! isnot defined for al goods. This problem does not have an easy solution, and a

simple method was chosen which limited the base budget used in the denominator for each
household to those commaodities purchased by that household. Thus, i isdefined from 1 through
K; where K; isthe number of commodities consumed by household j. With this method an index
number |; is defined for al the households in the sample and is a summary measure of the ratio
of prices faced by each household to median prices paid in the sample. Thus, the median
household' sindex number is 100, a household with an index of 200 faces prices that are double
the sample median, and a household with an index number of 50 pays prices that are half the

Xviii

sample median™".

Econometric Results for Socia Returns Regressions

Figure 1 provides a graph of aKernel Density estimate of the price index described above.
The price index was calcul ated for expenditures made in the week previous to the survey date.
The standard assumption made in the literature is that these prices show no variation at all, but
these data clearly demonstrate a great dea of heterogeneity in the unit food prices paid by
households. The distribution is bell-shaped but has more kurtosis than a Normal distribution
indicating that most households are bunched around the median. However, thetails are rather
thick with the left tail thicker than the right, suggesting that there are a number of households who
pay pricesthat are less than the median and fewer that pay extremely high prices.

The impact of unit price variation on purchasing power can be observed in Figure 2, which
plots Kernel Density estimates of annual income per adult equivalent in nominal terms and in real
terms adjusted with the price index defined above. Real incomes are more dispersed than

nominal incomes. The Gini for real income at 0.285 isamost 16 per cent higher than the Gini for
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nominal income which is 0.246. Figure 2 suggests two main reasons for thisincreasein
dispersion. A small proportion of relatively wealthy families have higher real incomes indicating
that they are able to take advantage of quantity discounts and substantially increase their
purchasing power. However, and perhaps more interestingly, the distribution of real incomeis
less peaked than the distribution of nominal incomes. This suggests that afairly large proportion
of families at incomes close to the median are also able to access lower prices, but it is unlikely
that they are doing so by making bulk purchasesindividually because of liquidity constraints.
Therefore the lower prices that are avail able to some poorer families may be indicative of their
ability to take advantage of social networks, and families who spend more money on festivals
may have more access to socia networks than those who do not.

These effects are examined in greater detail in Table 3 which presents results of OLS and
IV regressions of the socia returns function with the price index as the dependent variable. Four
different sets of regressions are shown. Table 3(a) isan OL S regressions with festival
expenditures included, 3(c) is the same as 3(a) but includes an interaction term between festival
expenditures and income. Table 3(b) and (d) follow the same pattern as 3(a) and (c) but present
IV estimates. Since these households are below the Indian poverty line and spend 62 per cent of
their incomes on food, including income as a regressor should control for quantity discount
effects. Y et, income does not have significant effectsin any of the four regressions. Thisis
because it is highly correlated with the number of adultsin the family that in turn is correlated
with lower prices because large families are compelled to purchase food in larger quantities.
Thisisindicated by the fact that an additional adult reduces the price index by more than 2 points
in the OL S regressions - though the results are barely significant in the IV specifications.

Another variable that has a strong effect is the father's land holdings. An additiona acre
in the size of the father's plot of land reduces prices by 0.6 points. However, conditional on the
land owned the father, current land holdings do not affect the price index. Since there has been a
rather large net loss of land in this community over the last twenty years, this result suggests that
the reputation of the family - indicated by how much land the family used to own is far more
important in accessing social networks than current land holdings. Most importantly, higher
festival expenditures are negatively correlated with the price index. However, the effect is
stronger for poorer households since the interaction between income and festival spending
increases the price index significantly in the IV regression. At the median income in the sample,
a 1000 rupee increase in annual festival expenditures reduces the price index by 6.2 points. This
effect is reduced to 5.7 points at the 75th percentile income level, and increases to 6.67 points for
incomes at the 25th percentile. Whileit is always possible that unobserved heterogeneity may be
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driving these results, they are consistent with the hypothesis that festival expenditures have an
effect on prices independent of the other measured household attributes by providing a social
return to afamily. Thus, higher festival expenditures, perhaps by increasing a family's ability to
tap into social networks, seem to give a household greater access to lower food prices.

To measure the impact of festival expenditures on social status, | use the measure of
status described above. The variableis summarised in Table 4. As might be expected, the
majority of casesin the sample fall in the second and third categories, with 7 per cent of the
sample falling into each of the highest and lowest levels of social status. Under the assumption
that this variableis an indicator of alatent measure of socid status, Table 5 presents ordered
probit estimates of the determinants of social status. In order to ease interpretation, the results
are presented as the effect of amarginal change of an independent variable on the standard
deviation of the latent status variable.

Neither current nor past land has an impact on status showing that landed familiesin
these communities are not necessarily accorded higher social status. However, controlling for
wealth, families with more income have higher social statusin the IV specifications. This
suggests that afamily with greater liquidity and a steady job that produces a high and steady
income, is valued possibly becauseit is able to provide a buffer againgt risk. Annual festival
expenditures are independently associated with higher socia status and once again festival
expenditures, interacted with income, result in lower status. Looking at the IV estimatesin Table
5(d), at the median income a 1000 rupee increase in festival expenditures places the family at a
status level that is 0.39 standard deviations higher. None of the other variables are significant in
the IV regressions, though the number of adultsin the family is associated with higher statusin
the single-equation Ordered Probit suggesting that larger families may be looked upon with
higher regard by the village.

Finaly, | look at a more direct measure of social connections, the number of mealsto
which members of a household have been invited in the last month by other householdsin the
community to whom they are not related. The average household isinvited to 1.55 mealswith a
standard deviation of 1.51. Sinceinvitations to people's homes are an important source of
interactions between families, we can think of this variable as an important indicator of afamily's
degree of socia connectedness. The variable istruncated at the left with 26 per cent of families
not invited to any meals in the previous month, and is estimated by a Tobit with the results
reported in Table 6.

It isclear from the regressions that Halli and Ooru village have higher levels of socid

interactions in this sense than Beedu village. Asin the social status regression, family wealth
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does not matter while income has asignificant effect in the IV specifications. Once again festival
expenditures have a significant and large impact on invitations to meal s independent of the
measured household attributes. Looking at Table 6(d), at median incomes a 1000 rupee increase
in festival expenditures resultsin 0.83 additional meal invitations per month. And, asin the other
regressions, festival expenditures interacted with income have a significant negative effect,
demonstrating that the return to festival expendituresis higher for the poor than for the rich.

To summarise, the regressions indicate that festival expenditures are anormal good
driven more by private motives than by an altruistic desire to provide a public good. While they
provide aform of entertainment, the data also suggest that festival expenditures generate tangible
private returns. Families that spend more money on festivals seem to receive lower prices on
food, higher social status, and more invitations to meals from other families. Thus, the qualitative
and quantitative data presented in this paper demonstrate that festivals serve an important social
function, connecting households and building socia networks that generate tangible economic
and social returns.

Conclusion

These results are based upon a case-study of three villages all located within a short
distance of each other in a Southern Indian state. Asin any case-study, while this permits a
careful detailed examination of arelatively unusual topic with primary data, the generalizability
of the findings will have to be determined in future work with larger samples. The implications
of the paper are, however, reasonably general since they focus on behaviours that are common to
most Indian villages.

Festivals are a central feature of Indian village life. They serve as public entertainments,
but more importantly they make the village more cohesive by reifying village and community
identity, and solve coordination problems by generating common knowledge. They are, thus, an
important public good. Since festivals are expensive events that depend upon contributions from,
and the participation of, members of the community, they suffer from a potential free rider
problem. The paper presents evidence to indicate mechanisms that help resolve the problem.
Household who spend more on festivals, whether as contributions to the village or in private
celebrations, receive tangible private returns.  They obtain higher social status, gain access to
larger networks through which they get lower prices on food and more invitations to meals. In
addition, it is possible that there are severa other returns to festival participation that | am unable

to observe with my data. Future work for instance can examine if festival participation increases

20



a household' s ability to cope with shocks. These tangible returns to festival expenditures help
explain why the average household spends 15 per cent of its annual income on festivals. In the
harsh context of rural village life where socia networks are important mechanisms for survival

and mobility, festival participation helps build and sustain networks.
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Tablel

Means and Standard Deviations of Variables

Variable (N=123) Mean Std. Deviation
Annual Festival Expenditures (1994 rupees) 1972.72 1305.13
Annual Income 14, 471.31 14,143.28
Father'sLand Holdingsin Acres 1.16 3.89
Land in Acres 0.59 122
Age of Household Head 45.27 13.07
Maximum year s of Schooling within the family 4.54 4.06
Number of Family Membersolder than 16 3.10 1.37
Children Aged 10-16 0.65 0.82
GirlsAged 10-16 0.31 0.53
Children Lessthan 10 1.09 117
Annual F; 84334.09 5441.01
Average Festival Expenditures of Neighbors 1951.51 902.08
Number of Invitationsfor Meals 1.55 151
Price Index 100.37 14.33
Beedu Village 0.25

Halli Village 0.44

Ooru Village 0.30
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Table2

Determinants of Festival Expenditures - OL S with Huber-White Std. Errors ([t in parenthesis)
Variable (a) (b)
Beedu Village -0.9679
(2.6)
Ooru Village -0.3659
(1.2)
F./1000 -0.0296
(1.2)
Father'sLand Holdings 0.0127 0.0088
(0.7) (0.5)
Annual Income/1000 (1992 Rupees) 0.0186 0.0245
(2.2) (3.2)
Landin Acres 0.1432 0.1584
(1.2) (1.3)
Number of Adults 0.1147 0.1376
(1.2) (1.3)
Number of Kids 10-16 years 0.0003 0.1065
(0.0) (0.6)
Number of Kids< 10 years 0.1765 0.2673
(1.7) (2.6)
Max Yrs. of Schooling 0.0795 0.0386
(2.9) (1.5)
Age of Head 0.0030 -0.0005
(0.4) (0.2)
Number of Girls10-16 Years 0.6548 0.7486
(2.2) (2.5)
Festival Expenditures of Next Door Neighbor 51000 -0.0993 0.1125
(1.0) (1.0)
Constant 1.1033 2.6037
(2.2) (1.3)
Adjusted R-Squared 0.42 0.38
F (excluded instruments) 3.76
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Table3
Determinants of Price Index - OL S with Huber-White Standard Errors (|t] in parenthesis)

Variable (a) (b) (© (d)
Festival Expenditures/1000 (1992 r upees) -1.8102 -2.8529
(1.7) (2.2)
Festival Expendituresx Income 0.0595
(1.0)
Festival Expenditures (Predicted) -5.5314 -7.7058
(1.8) (2.2)
Festival Expenditures (Predicted) x Income 0.1220
(1.8)
Beedu Village 5.5849 3.5493 4.4174 1.1021
(2.1) (1.0) (1.5) (0.3)
Ooru Village 15151 0.0019 1.243 -0.7106
(0.4) (0.0) (0.4) (0.2)
Annual Income/1000 (1992 r upees) -0.0591 0.0581 -0.3212 -0.5175
(0.6) (0.6) (1.0) (1.3)
Father'sLand Holdings -0.6589 -0.6644 -0.6355 -0.6214
(4.7 (4.2) (4.6) (3.8)
Land in Acres 0.9627 1.9351 0.6652 2.0219
(0.9 (1.7) (0.6) (1.8)
Number of Adults -2.6409 -2.9491 -2.4313 -2.4876
(1.8) (1.8) (1.6) (1.5)
Number of Kids 10-16 years 0.7638 1.9119 1.0651 24375
(0.4) (0.8) (0.5) (1.2)
Number of Kids< 10 years 0.6116 1.0664 0.7804 1.2709
(0.6) (0.8) (0.7) (1.0)
Maximum Y ears of Schooling 0.0068 0.0383 0.0615 0.1939
(0.0) (0.2) (0.2) (0.4
Age of Head 0.0262 0.0322 0.0337 0.0319
(0.3) (0.3) (0.4) (0.3)
constant 106.2416 112.0663 109.0430 118.7900
(22.0) (20.5) (20.8) (17.4)
Adjusted R-Squared 0.17 0.21 0.18 0.23
Table4

Social Status | Number ~ Percentage

Highest | 10 7.14
Second | 63 45.00
Third | 58 41.43
Lowest | 9 6.43
Tota | 140 100.00
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Determinants of Socia Status - Ordered Probit

Table5

Coefficient reports unit change in X on standard deviation change in latent Social Satus variable

(|7 in parenthesis)

Variable (a) (b) (© (d)
No No With With
Interactions | Interactions | Interactions | Interactions
Festival Expenditures/1000 (1992 rupees) 0.1723 0.4289
(1.8) (3.4)
Festival Expendituresx Income -0.0165
(3.2)
Festival Expenditures (Predicted) 0.3094 0.5753
(1.0) (1.9)
Festival Expenditures (Predicted) x Income -0.0155
(3.4)
Beedu Village -0.0522 -0.0233 0.3151 0.3216
(0.2) (0.2) (1.0) (0.9)
Ooru Village 0.0432 0.0570 0.2172 0.1708
(0.2) (0.2) (0.8) (0.6)
Annual Income/1000 (1992 rupees) -0.0122 -0.0157 0.0725 0.0669
(1.4) (1.4) (2.6) (2.6)
Father'sLand Holdings 0.0084 -0.0037 0.0015 -0.0095
(0.3) (0.2) (0.2) (0.4)
Land in Acres -0.0560 -0.1304 0.0129 -0.1542
(0.5) (1.2) (0.2) (0.4)
Number of Adults 0.2121 0.2223 0.1083 0.1424
(2.1) (2.2) (1.2) (1.5)
Number of Kids 10-16 years 0.0042 0.0438 -0.0764 -0.0371
(0.0) (0.3) (0.6) (0.2)
Number of Kids< 10 years 0.0907 0.1241 0.0347 0.0964
(0.9) (1.2) (0.4) (0.9)
Maximum Y ears of Schooling 0.0514 0.0539 0.0348 0.0324
(1.8) (1.6) (1.3) (1.0)
Age of Head 0.0114 0.0926 0.0099 0.0083
(1.4) (0.0) (1.2) (1.2)
Pseudo R-Squared 0.09 0.10 0.13 0.14
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Table 6

Determinants of Invitations to Meals - Tobit

(It] in parenthesis)
Variable (a) (b) (© (d)
Festival Expenditures/1000 (1992 r upees) 0.4844 0.8346
(3.3) (4.6)
Festival Expendituresx Income -0.0206
(2.9)
Festival Expenditures (Predicted) 0.7169 1.0821
(1.4) (2.0)
Festival Expenditures (Predicted) x Income -0.0211
(2.4)
Beedu Village -1.6353 -1.5602 -1.2822 -1.1521
(3.4) (2.2) (2.7) (1.6)
Ooru Village 0.1102 0.0531 0.1763 0.1668
(0.3) (0.2) (0.4) (0.3)
Annual Income/1000 (1992 r upees) -0.0159 -0.0182 0.0726 0.0812
(1.3) (1.2) (2.3) (1.8)
Father'sLand Holdings -0.0223 -0.0330 -0.0305 -0.0406
(0.6) (0.8) (0.8) (1.0)
Land in Acres -0.1199 -0.2896 -0.0605 -0.3139
(0.7) (1.4) (0.3) (1.6)
Number of Adults -0.0599 -0.0898 -0.1101 -0.1668
(0.4) (0.5) (0.7) (0.9)
Number of Kids 10-16 years -0.1359 -0.0658 -0.2322 -0.1549
(0.6) (0.2) (1.2) (0.5)
Number of Kids< 10 years 0.1453 0.1675 0.1019 0.1396
(1.0) (0.9) (0.7) (0.8)
Maximum Y ears of Schooling 0.0244 0.0150 0.0072 -0.0118
(0.6) (0.2) (0.2) (0.2)
Age of Head 0.0200 0.0199 0.0177 0.0208
(1.5) (1.4) (1.4) (1.5)
constant 0.4961 0.1169 -0.4813 -1.0658
(0.6) (0.1) (0.6) (1.0)
Pseudo R-Squared 0.12 0.10 0.14 0.12
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" A local village goddess particularly important to the lower castesin this village such as potters
and other artisans groups.

“A very loud South Indian drum which is a typical accompaniment to the nadaswaram.
""With a standard deviation of 9 per cent.

" The names of the villages have been changed.

¥ Similar motives may also be at work when families arrange marriages and negotiate dowries
(Heyer 1992, Rao 1993).

V' Beedu is entirely a potter's village, and potters form about 10% of Halli's population and 13%
of Ooru's.

" Citizens of Karnataka.

""'Till about a decade ago, the potters would participate in the jatra by making special idols of
gods that were worshipped during the period of the jatra. Now with very few potters actually
practising pottery, and jatras becoming less and less important, potters have stopped participating
in them.

"The traditional set of contracts between castes based upon caste-specific divisions of labor with
well-defined obligations and hierarchical power structures.

*See Chapter 6 in Fuller(1992) for areview of the ethnographic literature on the different types of
festivals celebrated in rura India.

“Note that social cohesion can also be a straightjacket and prevent mobile individualists from
breaking away from the community. Therefore, it may not always be beneficial to everyone.

“ Unfortunately | do not have enough data to provide a reasonably generalizable breakdown of
private and public contributions to festivals.

“"In an extremely caste-segregated village, social hierarchies may be located within caste groups.
In villages with more inter-caste interaction, social

hierarchies would be influenced by caste affiliations but not entirely determined by them.

*¥ The average age at marriage of girlsin these villages is 14.5 with ages varying from 10 to 18,
considerably lower than national rural average of 18.7 years.

* Some justification of these exclusion criteria may be appropriate: Social status, as measured
here, isan index of the respect and regard in which the family is held by other members of the
village. It isthus not very likely to be affected by the number of unmarried daughters of
marriageable age. This makes the number of marriageable daughters an appropriate instrument
for the relationship between festival expenditures and socia status, even if statusinfluences
marriage prospects. The invitations to meals refers to invitations to other the homes of other
familiesin the same village. In the process of searching for a spouseit is possible that families
visit othersin the hope of forging an alliance. However, pottersin these villages tend to practice
village exaogamy (75 per cent of the women married outside their home village) — thus meals
shared with other families in the same village are, to that extent, less likely to be related to
marriage negotiations.

A detailed analysis of this can be found in Rao (2000).

I Meats, fruits, vegetables and tobacco were also omitted because it proved very difficult to get
enough observations of separate prices for each type of meat, fruit, vegetable and tobacco
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product. However, the qualitative evidence suggests that all of these commodities also were
subject to quantity discounts. Cigarettes for instance are often sold in singles at pricesthat are
about three times as high as purchasing a pack. Households who purchase a single orange are
charged about one and a half times the price of a dozen.

! Note that the survey instrument used here was specially constructed to measure price
heterogeneity. Conventional surveys typically do not ask finely calibrated questions on food
items. Thus price variation due to quantity discounts is mixed with quality variation which moves
in the other direction. Thus, when the survey does not identify different grades of acommaodity it
is difficult to distinguish between different sources of price variation.
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