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Abstract
	This paper tried to identify the shifting of public welfare in rural and urban areas in Aceh Province by observing a shifting point on income elasticity of demand over time. The data used in this study is a cross sectional data over the period 2009 to 2013. Data for the analyses are gathered from Susenas routine survey (National Social Economic Survey) in the province of Aceh which is routinely conducted in every March. Data are divided into two groups: rural and urban data. The emperical model used in this study is an Almost Ideal Demand System model (AIDS). Then, process of estimation will be generated using SUR approach (Seemingly Unrelated Regration). Whereas, for the calculating of elasticity AIDS model’s it also applied significance tests. Data will be estimated per year and differentiated between rural and urban areas. The result shows that shifting in welfare due to inflation over the period of 2009 to 2013. Moreover, inflation greatly affect the income elasticity change, where rising inflation is causing the share of income for the greater food needs, while the share of income for non-food needs are decrease. In this case the government needs to maintain price stability for basic needs, and constantly develop policies to increase the income of societies.
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Background
	Economic welfare can be measured from the levels of income. If the income is higher, then the economic welfare also higher. The problem is rising incomes will not increase welfare if inflation also increased. The increase in inflation very closely related to the level of welfare. According to Nogueira et.al. (2012), inflation will reduce economic welfare of households, especially those people with low income. The increaing of price will lead the household to loss of their income. It can be seen from the growing percentage of household expenditure for food. In line with this, Bosch and Koch (2009) argued that in general, inflation lowers the purchasing power of the societis because households will spend more money to buy necessary commodities. Moreover, Skoufias et.al. (2011) argues that inflation will reduce the real income of low-income societies. On the other hand, manufacturers do not have the time to increase their production in response to price changes. In the long term rise in prices will reduce the welfare of middle-class households.
	Aceh Province becomes a local contributor of the high inflation. In the period 2008-2009, the rate of inflation in Aceh were above the national inflation rate, it is 11.92 percent in 2008 and decreased to of 3.72 per cent in 2009 (The Aceh Province Regional Economic Analysis on the fourth quarter, 2009). In the period 2010 to 2013 the rate of inflation in Aceh is under the national inflation rate and continued to decline. Aceh inflation rate increased again in 2013, it is 7.52 per cent. The high inflation in national and regional level in that period are more affected by the increase in world food prices which resulted in higher prices for imported food, such as; rice, onion, soy, fruits and other foods. Furthermore, the seasonal factors and problems of distribution of goods also contributed to the rise in prices of agricultural commodities. Admininstered price policies also play a role in contributing to inflation during the year. Lowest inflation was recorded in 2012, where the inflation in Aceh is at a level of 0.22 percent. Some commodity deflation and significantly lower the rate of inflation in that period.

Table 1. The Inflation Based on Household Expenditure Commodities in Aceh Province over the period 2010-2013 (in Pecent)
	Household Expenditure Commodities
	Inflation
(December 2010)
	Inflation
(December 2011)
	Inflation
(December 2012)
	Inflation
(November 2013)

	General
1) Food Material
2) Manufactured goods,   Beverages and Tobacco
3) Housing
4) Clothing and Footwear
5) Health
6) Education and Sport
7) Transportation and Communication

	5,86
12,37
3,63

2,76
6,56
1,05
4,02

0,35
	3,43
3,14
3,03

2,90
8,19
8,25
2,92

0,69
	0,22
-3,94
2,85

1,36
3,07
1,59
2,99

1,25
	7,52
16,23
3,66

2,68
-0,61
2,10
4,29

10,81


Source: BPS, 2009-2013 (Crunched).




	The cause of inflation in the Province of Aceh was relatively similar to other regions, which is the average dominant due to increases in the price of food material, such as; rice, fresh fish, onion, chili, chicken, and beef. If it is seen from the development of annual inflation in Table 1, the contribution of food inflation has declined after reaching a fairly high level in 2010, it is around 12.37 percent. The food category is even deflation in some specific commodities in 2012. In 2013, food has increased again and it is quite high until reaching 16.23 percent.
	
	In tabel 1, stated that the manufactured food, beverages and tobacco contributed a significant inflation, especially rice, side dishes and cigarettes. Then, other commodities which dominantly contributed to inflation, there are; gold jewelry, fuel, and tuition fees in colleges / universities. The government policy to increase the price of fuel and household fuels are also very significant in contributing to inflation over the period. Table 2 illustrates the key contributor to inflation of food and non-food group.
Table 2. Dominant Commodities Caused the Inflation 
in 2009 to 2013 in Aceh Province
	No
	Food Commodities
	Non-Food Commodities

	1
2
3
4
5
6
7
8
9












	Rice
Fresh Fish
Cigarettes
Chicken 
Beef
Dishes
Egg
Chili
Onion


	Electricity Rate
Gas and oil
Tuition fees for schools and universities
Outpatient Service/Clinic 
Fuel
Transportaion Service (Airplane Ticket) 
Rentals for housing
Gold and Jewelry
Furnitures



Source: BPS, 2009-2013 (Crunched).

	In term of food commodity, rice is always dominant assisted for the highest inflation rate. Often agricultural commodities contribute for more inflation rate caused by the dispropostion between demand and supply. Agricultural commodities classified as a food group that are volatile, which is highly dependent on seasonal factors. Additionally the Aceh Province is still dependent on imports of goods from Medan (North Sumatra), it also affect fluctuations in agricultural commodity prices in Aceh. Meanwhile, non-food commodities are the dominant cause of inflation is still driven by increased electricity and energy, increases of education expense, transport, housing and health.
	The increasing of population and rising up the income per capita in Aceh Province effect on growing of demand for commodities contributor to inflation. This cases can be indentified from the intensity of household spending on average per capita for food and non-food. Figure 1 shows the average expenditure of rural and urban households. When compared with Figure 2, it clearly stated the expenditures for food is greater than non-food spending, especially for rural communities. In urban areas, they spend more on foods and drinks, following the consumption of rice, fish and tobacco. It is slightly different from the consumption in rural areas, where spending is for the main food commodities of rice, then food and beverages, tobacco and betel, as well as fish and vegetables.

Source: Susenas-BPS,  2008-2012 (Crunched)
Figure 1.1
Monthly Average Expenditure Per Kapita (Rp) of Food Group in Aceh Province 
Over the Year  2008 to 2012

	Figure 2 shows the average expenditure per capita of non-food group. For non-food commodities in urban areas, it is spending closely to the expenditures for food, where the dominance of the expenditure is for housing and household items as well as goods and services. In the other hand, those expenses are smaller in rural areas, regarding to the consumption patterns of the rural population is still on basic need such as rice and fish. This condition reflects the actual welfare differences between urban and rural communities in Aceh.

Souces:  Susenas-BPS, 2008-2012 (Crunched).
Figure 2
Monthly Average Expenditure Per Kapita (Rp) of Non-Food Group in Aceh Province
Over the Year  2008 to 2012








	The fluctuations of basic goods price could lead to inflation or deflation. This situation could affect the coefficient of elasticity of each good. Elasticity is associated with the level of social welfare. There are a lot of the literature and empirical studies that look well-being by looking at the magnitude of price elasticity and income elasticity. In almost ideal demand model, known as AIDS model (Almost Ideal Demand System), total spending for all commodities studied were deflated by the index Stone became a proxy for household income. The income elasticity or also known as the expenditure elasticity is a tool for measuring changes in welfare as a result of rising incomes. The characteristic of elastic indicates that the commodity purchased is a luxury commodity. The higher the income, the demand for luxury commodities will increase in larger quantities. While inelastic condition characterized by a relatively small revenue allocated to commodities. Some particular commodities are inferior even reduced their consumption if their incomes increase. This is evident from the negative income elasticity.
	The AIDS model’s introduced the first time by Deaton and Muellbauer (1980), which examined the request of the households in the United Kingdom Year 1954-1974 post-World War II. Results of elasticity that are analyzed in this paper are elasticity on the model of first differences with homogeneity restriction. Income elasticity of demand reflects the changes in the state due to changes in income. The rising of revenue caused increasing high demand on commodities of clothing, beverages and cigarettes. It looks from the income elasticity which is elastic. Whereas, transport and communication, as well as other services are normal goods which elasticity coefficient closed to one. Food commodities and housing are classify as inferior goods with the elasticity close to zero, even negative (housing). This condition shows that after world war, the demand shifting has been occurred there is the changes of the demand on basic need commodities to luxury commodities. It needs to be underscore that the welfare is inceasing in Britain after the world war II.
	Pons (2011), observed the level of prosperity in India are classified as emerging country using a model approach of AIDS. Pons indicated that changes in the price elasticity and income elasticity of urban and rural households over the period 1993 to 2004. In the period of the households in India, rising real incomes have led to changes in demand from 1993 to 2004. The expenditure on non-food commodities are increased, where households are more selective in food consumption.
	The shifting of welfare over the time in developing countries in the period before and after the financial crisis of 1997/1998 one of them examined by Skoufias (2003). The research reported on how the effects of inflation as a result of the crisis on changes in income elasticity of demand for basic commodities (calorie foods, such as rice, maize, yam and cassava) in 1996 and 1999 in Indonesia. Rising inflation led to the income elasticity of demand for calories increases seen from a comparison before the crisis in 1996 and after the crisis of 1999. The elasticity of the highest income was Nusa Tenggara, but the elasticity coefficient is inelastic and it does not shift after the crisis (fixed). While, the increasing of inflation most influential in the region of Sumatra, where a shift in the income elasticity is quite large, following the other regions. The lowest changes occurred in households in East Java, where the coefficient of the income elasticity is the lowest compared to other regions. From these findings it appears that rising inflation is causing the income elasticity of demand for commodities increased calorie. Increases in the prices of basic foods cause household spending too much on food, this case reflects a decline in the welfare of the people in Indonesia due to the financial crisis of 1997/1998 ago.
	Based on the previous research has been done on the income elasticity in various countries and regions. However, there are no studies on the comparison of the income elasticity of intertemporal particularly in the Province of Aceh. This research is important in order to analyze the effect of changes in the intertemporal elasticity coefficient between urban and rural areas, thus determine its effect on the level of welfare in the Province of Aceh. Some of the advantages of this study, among others, are; Firstly, this research has not been done in the Province of Aceh, especially in-depth study on urban areas and rural areas by using a model of AIDS (Almost Ideal Demand System). Secondly, there are no studies on the elasticity of intertemporal shifting to describe the shift in the level of welfare, especially in the Province of Aceh. Based on this background, writer is interested to further examine the study entitled: “The shifting of household welfare in urban and rural area views from the changes of income elasticity over the time on a commodity contributor to inflation in the Province of Aceh-Indonesia”.


Research Problem
	The research question is; Whether there was a shifting of household welfare in urban and rural area views from the changes of income elasticity over the time on a commodity contributor to inflation in the Province of Aceh?

Literature Review
1. Consumer Price Index (CPI) and Commodities Contributor to Inflationi

	To calculate the amount of inflation is usually calculation used is the percentage change in the Consumer Price Index (CPI) or known as the Indek Harga Konsumen (IHK). According to Akram et.al. (2010), Consumer Price Index (CPI) is an important tool in the approach to price changes as well as changes in the cost of purchasing approach that represents a set of goods and services. There are two ways of calculating inflation, with CPI calculation and calculation of core and non-core inflation (Seftarita, et.al., 2013). The first way is using the percentage change in CPI, in which the CPI value obtained from the calculation of the seven types of household expenditure, which consists of: 1. Food category, 2. Manufactured foods, beverages, and tobacco, 3. Housing, 4. Clothing and footwear, 5. Health, 6. Education and sports, 7. Transport and communications.
	In general, there are many types of commodities that are included in seven of household expenditure above (approximately four hundred kinds of goods and services). These commodities are commodities contributor to inflation, where there are some of them become the dominant commodity accounts for the highest inflation (often the biggest cause of inflation). As an example of this commodity are rice, fresh fish, beef, cigarette filters, the fees of education, health, and others.





2. Welfare Economics Theory
	According to Hanninger (1998), the indicators of welfare and poverty can be grouped in three dimensions. There are economic, social, and environmental access. In the economic dimension, welfare measures and poverty can be seen from consumption spending, income, and wealth (input variables). Consumer spending has been the foundation of the welfare theory, where household spending is an approximation of the standard of living. Further developments said that household consumption has become one of the indicators of poverty. In the social dimension, the welfare approach include; the availability of food and nutrition, energy, water and sanitation, health and family planning, and education.
	In line with the above explaination, the pattern of household consumption expenditure is one of the variables that can be used to measure the level of welfare (economic) population, while shifting the composition of spending may indicate changes in the level of welfare of the population (IDHS 2012).
	According to Ravallion (1992), the analysis of a welfare look more deeply about the welfare aspects of the economy, it is the level of living standards and incomes. There are important things according to the welfare approaches, the assessment of a person's welfare must be consistent with the order of preference expressed by the person. This approach analyzes deeply the level of satisfaction (utility) person. It is quite difficult to remember a person's choice to another very heterogeneous and depends on various conditions, such as individual characteristics, needs and consumption patterns, the size of households, and prices. The person with a high income do not necessarily have a high level of welfare if it has a high utility standards, and vice versa on someone with limited incomes may not necessarily uneasy (Maipita, 2013).

3.  Income Elasticity of Demand and Welfare
	Income elasticity of demand indicates the magnitude of changes in demand for a commodity as a result of the change in household income. The nature of the income elasticity of significance includes:
1. The nature of inelastic income elasticity means that the revenue increase does not significantly affect the increase in household welfare. Demand for commodities that have these properties classified as essential goods, inferior even if it is negative. Examples of these commodities, among others; rice, household fuel, side dishes, and others.
2. The elastic nature of the income elasticity means that the increase in income is very influential on the growing prosperity of the household. Demand for commodities that have these properties are classified as luxury goods will increase demand with increasing income. Examples of these commodities, among others; jewelery, goods / services other and others.
3. The nature of the unitary income elasticity (unity) means that when the revenue increase proportionally increase household welfare. Demand for commodities that have these properties classified as normal goods. Examples of these commodities, among others are; health and education.





4. Previous Research
	Ernest Engel (1821-1896) who was a Russian economist discovered the relationship between income and consumption of various types of expenditure, namely food, clothing, shelter, lighting and fuel, education services, legal and health, as well as the fun and recreation. This discovery shows that, wealthy families provide a smaller proportion of their purchasing power for food compared to the proportion of the purchasing power of poor households incurred. This discovery was later known as the law of Engel and an overview of the income elasticity (Nicholson, 2002).
	Deaton and Muellbauer (1980) look at the welfare of the magnitude of price and income elasticities. This research was conducted in British years 1954-1974 and is the first paper that uses a model of AIDS. The results showed that the price is not too big impact on people's welfare. This is evident from the nature of inelastic price elasticity and even on some commodities looks perfectly inelastic. Observing from the income elasticity, it has improved welfare in British evident from the increasing demand for commodities outside of their primary needs.
	Brockwell (2013) is seeing at welfare in developed countries, those are Sweden, Denmark, and the United Kingdom (UK) in 1970-2009. Judging from the price elasticity of basic commodities, rising inflation does not significantly affect household welfare, seen from the average price elasticity tends to be inelastic. The characteristed of price elasticity can be seen in demand for commodities beyond basic needs. Therefore, the nature of the income elasticity, increased income led to the proportion of expenditure on basic goods even had a small proportion. In countries that have achieved a high level of welfare, the allocation of income tends to be dominated by the demand for non-food, luxury goods and services.
	Tahs et.al. (2012) indicates the changes in the welfare of rural households in Iran over the period 1971-2008. It considered from the price elasticity, price increases continue to occur in Iran over the study period had an impact on the welfare of the decline of rural households in Iran. The increase in revenue over the period of the study was to improve the welfare of households in Iran. The level of welfare is evident from the elasticity of the average income elastic commodities beyond the basic necessities, such as food, drink, and clothing.
	Pons (2011), saw the level of prosperity in India are classified as emerging country. In general, rising prices affect the declining levels of household welfare, especially in rural households. Rising real incomes have led to changes in welfare, in which spending on non-food commodities (non-food) increases. Increased household income causes more selective in food consumption. This evolution affects the reaction of demand to changes in price elasticity and income elasticity and further change in the welfare of the country.
	Kahar (2010) analysed the welfare of urban and rural areas in Banten Province in 2007-2008. Increased commodity prices surveyed have lowered the welfare of rural and urban households. The greatest impact was seen from the declining demand for education and health services in the province of Banten. When viewed from the income elasticity, in general it can be concluded that in Banten province, household spending is still preferable to the needs of staple foods such as rice, this implies that prosperity is still relatively low in the province.
	The shifting of intertemporal welfare by using a model of AIDS in the period before and after the financial crisis of 1997/1998 one of them examined by Skoufias (2003). The subject of this study only discusses changes to the income elasticity in some regional areas in Indonesia. From these findings it appears that rising inflation is causing the income elasticity of demand for commodities increased calorie. The largest increase occurred in the province of a relatively low income. This reflects the decline in welfare in Indonesia as a result of the monetary crisis in 1997/1998.

Research Method
1. Field of the Research
	This research analyzes the shifting of household welfare in urban and rural area views from the changes of income elasticity over the time on a commodity contributor to inflation in the Aceh Province over the period 2009 to 2013.

2. Source and Type of DataSumber dan Jenis Data 
	The data used in this research are secondary data from 2009 to 2013 with time horizone is cross sectional. The data extracted from the sample on the activities of the household survey conducted by Susenas (National Social Economic Survey) in the Province of Aceh, one of the main activities are the publication of the data on Indonesian consumption per province. The data used in this study are the overall sample data which is used on Susenas household surveys in Aceh Province on March each year from 2009 to 2013. Data consisted of two groups of data. There are urban households and rural households, as shown in Table 3.1.
	There are the commodities observed included commodities contributor to inflation over the period of the study, those are: rice, fish, cigarette, the cost of education (Tuition for School / or college / academy), household fuels (LPG), and healthcare services (Outpatient Service or / clinic). The researched commodities are commodities that are dominant and contribute to causing of inflation in the province of Aceh over the period from 2009 to 2013.

3. Emperical Model 
	The model applied in calculating the income elasticity is a model Almost Ideal Demand System (AIDS). This model was introduced by Deaton and Meullbauer (1980) where domestic demand can be measured from the proportion of the budget allocated for a particular item. AIDS gives a demand function models are as follows:

for all i,j=1,2...7.............................(1)

With P is an price index that determined by:
..............................................................(2)
	By using the Stone price index, equation (1) becomes linear and easy to estimate. AIDS Model will be regressed using a model Iterative Seemingly Unrelated Regression (SUR). The following models of AIDS were used in this study:

.................................................................(3)
Where:
 	:  share consumption commodity i to the total of expenditure j commodity
i = j	:  1,2... (7 commodity contributor to inflation)
 	:  commodity price j (where j=1,2...7)
log (x/ p*):  log of the total expenditure which deflated to Stone Index
 	:  error term
 	:  constanta
, 	:  regression coeffisient 

The third equation (3) estimated using the SUR model, then it found the  coefficient on the variable log(x/p*) to calculating income elasticity. The following calculation formula based on the estimated income elasticity model of AIDS (Aliasuddin, 2003):

Formula to calculate an Income Elasticity	     ..................(4)
	To test the significance of elasticities will be used variance and standard error of each of elasticities, that is:

 Var (.................................................................................................(5)


RESULT OF  INCOME ELASTICITY ESTIMATION
	Table 3 shows the income elasticity over the period 2009 to 2013. In general, the income elasticity is statistically significant. It means there is strong influence between income and increasing demand. In 2009, Aceh's economy experienced relatively slow growth and relatively low. Contribution of the oil and gas sector decreased, even with oil and gas fuel the economy is negative (-5.51 per cent). Conditions that will encourage economic activity are the rehabilitation and reconstruction that occurred after the tsunami in 2006. The process of rehabilitation and reconstruction would be enough to absorb employment and impact on increasing purchasing power in urban areas. Thus, in 2009 the income elasticity on various commodities greater in urban than in rural areas. This condition reflects the level of prosperity which is quite good in urban areas.
	In the year of 2010, the first quarter of 2013 economic growth in Aceh devoided oil and gas continues to grow in line with the declining of inflation. The coefficient of the income elasticity are very much influenced by the rate of inflation and price elasticity of each commodity, especially in basic commodity such as rice, cigarettes, fish and electricity. However, in rural area, they are more prosperous in fulfill the basic necessities such as rice, tuna, and electricity, but it is declining the welfare of fulfillment the needs of non-food commodities such as LPG, education and health.

Table 3.
       Income Elasticity of Demand
	Year
	Commodities Demand
	Rural
	Urban

	2009
	1. Rice
1. Fish
1. Cigarettes
1. Electricity
1. Tuition Fees
1. Gas and Oil
1. Health Services
	0.634
0.789
0.102
0.565***
0.643
-11.86***
-4.325***
	0.890***
1.018
0.885
0.601
0.811
-1.424***
-5.151***


	2010
	1. Rice
1. Fish
1. Cigarettes
1. Electricity
1. Tuition Fees
1. Gas and Oil
1. Health Services 

	0.739***
1.067
1.057
0.456
0.441
-7.123***
-1.735***

	1.012
1.109***
1.207***
0.313
0.723***
-1.038
0.482

	2011
	1. Rice
1. Fish
1. Cigarettes
1. Electricity
1. Tuition Fees
1. Gas and Oil
1. Health Services 

	0.524
0.599***
-0.258
0.562***
0.643***
0.709
-0.39
	0.833***
0.993***
0.762***
0.259
0.347
0.985***
1.346***


	2012
	1. Rice
2. Fish
3. Cigarettes
4. Electricity
5. Tuition Fees
6. Gas and Oil
7. Health Services
	0.508
0.526***
-0.107
0.705***
0.429***
1.015***
0.547
	0.821***
0.988***
0.003
0.116
0.655***
1.068***
0.683***


	2013
	1. Rice
1. Fish
1. Cigarettes
1. Electricity
1. Tuition Fees
1. Gas and Oil
1. Health Services 

	0.672***
0.393
0.039
0.364
0.724***
0.025
-0.464
	0.897***
0.949***
0.156
0.245
0.632***
0.730***
0.006



Source: Regression Result of Model AIDS (Crunched)
	***:Significance on the accuracy 95 percent (on t calculated 1.96)

		 
	Table 4 indicates the shiftind of the income elasticity of commodity rice. Consumption of rice per household is usually not too much changed, that depending on the number of household members and family eating patterns. Usually if a higher household income, the household will often eat outside the home so that the use of rice is not too much, compared to the poor families are heavily dependent on rice. However, the quantity amount can be expected considering the human body is also very limited in eating food. It is causing increased rice expenditure is due to price changes. The higher the price of rice, the expenditure on rice has also increased.

Table 4.
Shifting of Income Elasticity
on Rice Commodity
	Rice Commodity
	2009
	2010
	2011
	2012
	2013

	Rural
	0.634

	0.739***

	0.524

	0.508

	0.672***


	Urban
	0.890***

	1.012

	0.833***

	0.821***

	0.897***



Source: Regression Result of  AIDS Model (Crunched), ***:significance on accuracy 95%


Figure 3. Shifting of Income Elasticity
on Rice Commodity over the period 2009 to 2013

	In general, the elasticity of income in urban areas is greater than the value of elasticity in rural areas. There are several reasons why these differences occur, first; most of the rural areas can satisfy its own needs without having to buy rice, given that most households in rural areas work in agriculture, other than that they were not the rice farmers can buy at a cheaper price. This is in contrast to the urban areas that are pure consumers and should always issue income to buy rice at higher prices compared to the prices in the village. Second; rising prices or inflation in the food group will cause a portion of disposable income for rice growing. The greater the elasticity of the staple food is actually not a positive thing, even an indication of declining welfare.
	In 2009 through 2010, inflation in food led to the increasing a coefficient of the income elasticity of rice both in rural and urban areas. This condition indicates a decrease in the welfare of both rural and urban areas. Urban area are measured less welfare from the point of view elasticity coefficient, which is 1,012 in 2010. This means an increase in income of 10 percent will increase the demand for rice by 10:12 per cent, but the value of this elasticity is not statistically significant. Inflation declining in 2011 and 2012 caused the value of the income elasticity of rice commodities decreased both in rural and urban areas. This situation shows that the welfare of households in the province improved because of declining inflation. In 2013, the value of elasticity in urban and rural areas is increasing, this is due to rising inflation is quite high for the year. Widespread crop failure due to weather causes the agricultural sector contribution to Aceh's economic decline, even scarcity cause inflation in food commodity (agricultural). These conditions decrease the welfare of households in rural and urban area.
Table 5.
Shifting of Income Elasticity
on Fish Commodity 
	Fish Commodity
	2009
	2010
	2011
	2012
	2013

	Rural
	0.789

	1.067

	0.599***

	0.526***

	0.393


	Urban
	1.018

	1.109***

	0.993***

	0.988***

	0.949***



Source: Regression Result of AIDS Model (Crunched), ***: significance on accuracy 95%




Figure 4. Shifting of Income Elasticity
on Fish Commodity over the period 2009 to 2013

	Table 5 illustrates the shifting in the income elasticity of fish commodity. It is almost the same as rice, the value of the income elasticity of fish in the larger urban areas than in rural areas. In 2010 the value of the income elasticity of commodity swordfish increase, which becomes 1,109 in urban areas. The elasticity stretcher relatively elastic and showed that tuna is a luxury commodity. In 2011 through 2012, an income elasticity of commodity fish has declined in both rural and urban, this condition shows that swordfish is not a luxury commodity, but shifted into staples. In 2013 the value of this elasticity back slightly decreased both in urban and rural areas, but the elasticity is not significant in rural areas. In general, income elastisity coefficient for fish commodity is larger in urban areas than in rural areas. This situation shows that the demand for tuna is greater in urban than in rural areas.

Table 6.
Shifting of Income Elasticity
on Cigarette Commodity 

	Cigarette Commodity
	2009
	2010
	2011
	2012
	2013

	Rural
	0.102

	1.057

	-0.258

	-0.107

	0.039


	Urban
	0.885

	1.207***

	0.762***

	0.003

	0.156



Source: Regression Result from the AIDS Model (Crunched), ***:significance on accuracy 95%
	


Figure 5. Shifting of Income Elasticity
on Cigarette Commodity over the period 2009 to 2013

	Table 6 point the shifting of income elasticity on cigarette commodity. In general, the elasticity of cigarette commodities are greater in urban than in rural areas. But the coefficient of elasticity in rural areas is not statistically significant and therefore can not be concluded whether these coefficient ​​represent actual conditions. In 2010 the coefficient of the income elasticity on thre cigarettes in urban areas increased becomes elastic that is equal to 1.207. This means that commodities are non luxuries demand increased if revenue increases. In 2011, the value of the income elasticity of cigarette commodities in urban is decreased to inelastic reflecting the declining allocation of household expenditure on tobacco consumption.

Table 7. Shifting of Income Elasticity
on Electricity Commodity
	Electricity Commodity
	2009
	2010
	2011
	2012
	2013

	Rural
	0.565***

	0.456

	0.562***

	0.429***

	0.364


	Urban
	0.601

	0.313

	0.259

	0.116

	0.245



Source: Regression Result of AIDS Model (Crunched), ***:significance on accuracy 95%




Figure 6. Shifting of Income Elasticity
on Electricity Commodity over the period 2009 to 2013
	Table 7 indicates the shifting of income elasticity on electricity commodity. In general, the elasticity of electricity commodities are relatively inelastic and positive, which means that electricity is classified as normal goods and basic needs. From the results of the income elasticity of electricity commodity, seen in urban elasticity value is not statistically significant, so it can not be deduced how a shift in electricity demand seen from the income elasticity. In rural areas, there is significant value in 2009, 2011 and 2012. In general decline in the value of the income elasticity of electricity commodities in rural areas over the period. These conditions reflect a decrease in the welfare of rural households. Electricity is a basic requirement household allocation of household income must be provided for these commodities, despite an increase in the price of this commodity. Rising inflation will reduce the amount of electricity consumption, but demand for these commodities continue to increase with increasing population.
Table 8.
Shifting of Income Elasticity
on Gasoil Commodity
	Gasoil
	2009
	2010
	2011
	2012
	2013

	Rural
	-11.86***

	-7.123***

	0.709

	1.015***

	0.025


	Urban
	-1.424***

	-1.038

	0.985***

	1.068***

	0.730***



Source: Regression Result of AIDS Model (Crunched), ***: significance on accuracy 95%
	

Figure 7. Shifting of Income Elasticity
on Gasoil Commodity over the period 2009 to 2013

	Table 8 addresses the shifting the income elasticity of commodity LPG (liquified petroleum gas). LPG is the fuel of households had some substitutes such as kerosene and firewood, substitute goods is increasingly rare, so the dependence on LPG increased. In 2009 through 2010 the value of the income elasticity of commodity LPG is negative and relatively elastic. The highest value found in rural areas. This means that an increase in income will reduce the demand for LPG. This elasticity results look very unrealistic, but there are several reasons that quite unacceptable. Rising inflation, including rising prices of LPG in 2009 and 2010 led to rural and urban households prefer other alternative fuels that are still available for the period. The relatively low income and high poverty rate causing the household budget allocation is limited to the needs of the food, and very little for other needs. Housekeeping is winning big with lots of replacement goods that are cheaper LPG. In 2011 and 2012, the welfare of households is getting better it can be seen from the increased value of the income elasticity of commodity LPG. Even in 2012 the coefficinet of the income elasticity for LPG are relatively elastic, which means that LPG is a luxury commodity. In 2013 the value of the income elasticity of commodity LPG decreased reflecting the declining welfare. The decline was highest in rural areas close to the value that is perfectly inelastic, but in rural areas the value is not statistically significant.

Table 9.
Shifting of Income Elasticity
on Education Commodity 
	Education Commodity
	2009
	2010
	2011
	2012
	2013

	Rural
	0.643

	0.441

	0.642***

	0.429***

	0.724***


	Urban
	0.811

	0.723***

	0.347

	0.655***

	0.632***



Source: Regression Result of AIDS Model (Crunched), ***: significance on accuracy 95%
	


Figure 8. Shifting of Income Elasticity
on Education Commodity over the period 2009 to 2013

	Table 9 shows the shifting of the income elasticity for education commodity at the college. In general, education is a normal good commodity (not a luxury) both in urban and in rural areas, this condition shows that education is not the main thing for households in Aceh. This condition can be seen from the comparison between the elasticity of food commodities such as rice and tuna with education commodities, where the value of the elasticity of the larger food commodities. Ideally, in some cases in developed countries, the income elasticity for education, health, and other non-food commodities has elastic properties, while food commodities has a value smaller elasticity and inelastic. The period between 2009 and 2011, the value of the elasticity of education has declined in both rural and urban areas. It reflects the level of welfare and concern for the importance of education in higher education is getting decreased. In 2012, the income elasticity of education commodities increased slightly in urban areas and stagnant in 2013. Slightly different where in rural areas, the elasticity of commodities increased education in 2013 which amounted to 0724 per cent. This situation shows that, the welfare of rural households was slightly better than in urban areas.

Table 10.
Shifting of Income Elasticity
on Education Commodity 
	Health Commodity
	2009
	2010
	2011
	2012
	2013

	Rural
	-4.325***
	-1.735***

	-0.390
	0.547
	-0.464

	Urbam
	-5.151***
	0.482
	1.346***
	0.683***
	0.006


Source: Regression Result of AIDS Model (Crunched), ***: significance on accuracy 95%
	
         
	Table 10 states the shifting in the income elasticity of health commodities (Outpatient Service). In 2009 demand for health services in Aceh is inferior both in rural and urban areas, visible from a negative income elasticity. In 2010, in rural area physician services has a negative income elasticity is caused by the presence JKRA program. Inferior usually defined as a commodity that has a low quality which demand decreases when income increases. But in this case the conditions are slightly different, where physician services are relatively expensive is no longer an option because no other alternative is the enactment of government programs such as the Health Insurance Rakyat Aceh (JKRA) are given for free to the people of Aceh. Besides rising inflation caused real household income decreased, so that although nominal incomes rise this will not increase household demand because prices also have risen.

Figure 9. Shifting of Income Elasticity
on Health Commodity over the period 2009 to 2013
	The increasing income per capita in urban areas cause the coefficient of the income elasticity of physician services increased positive, even in 2011 the commodity physician services is a luxury item seen on the income elasticity is relatively elastic in the amount of 1,346. This means that the increase in revenue of 10 percent would increase the demand for physician services amounted to 13:46 percent. In 2012, the income elasticity of commodity physician services dropped to inelastic. This situation shows the declining welfare of urban households. In 2013 decline in real income due to inflation menyebaban people value the income elasticity of declining commodity physician services and even close to perfectly inelastic. Income elasticity of 2013 amounted to 0006 and classified as approaching the perfectly inelastic, but this value is not statistically significant (t <t table). Rising inflation causes commodity physician services become expensive goods that are not included in the calculation of household expenditure, and household re-use alternative to other health JKRA program. This situation shows the declining welfare of urban household.


CONCLUSION AND SUGGESTION
5.1. Conclusion
	A shift in welfare due to inflation over the period 2009 to 2013, where rising commodity prices cause inflation contributor to the decline in household wealth both urban and rural areas in the province of Aceh. Inflation greatly affected the income elasticity change, where rising inflation is causing the share of income for the greater food needs. Both in rural and urban areas, the increase in commodity prices caused inflation contributor allocation of income to buy food commodities increases, reverse allocation of income to buy non-food commodities is getting smaller, even on health commodities is negative. This situation shows that rising prices cause households in the province of Aceh increasingly prosperous.

5.2. Suggestion
	The higher the inflation, the spending will be increased (this is closely related to the decline in real incomes due to inflation). In this case is necessary to control inflation by the monetary authority, Bank Indonesia. The caused of the inflation in food commodities are likely due to the demand side. One solution is to attempt self-sufficiency, especially commodities which have potentially owned by Aceh, for example, rice and fisheries. Then, advised on local authorities to continue to encourage development in the agricultural sector, especially since these sector provide a major contribution to the growth of non-oil economy in Aceh over the period 2009 to 2013. Finanlly, the government should focus on promoting food self-sufficiency program, such as rice and other agricultural commodities.
	For non-food commodities, the local government should regulate commodity distribution smoothly every vital needs of society, including LPG. Education and health commodity are increasingly becoming less noticed by households. It is related to the low income households and low awareness of the importance of education, and health. Regarding this condition, we need the efforts of the government to create policies to boost household income.
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