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aacnmpaniad. by reduu'bic:ns in :r:ee;i:::nal disparl“uieﬁ? How rela.a'bic gre the

plan Jca:cgeta :t:ega:uding povertymalleviation? And what are thelr impli-

oationg fc:rr :cedi a'b:'ibu'hi one, and plmdaobl ona?
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oal ﬁ:l.t:le, the atudy ghows how inapp:mpriate dai:a presentatian Ltsolf

could give rige. ’oo il;l.usory findings abaut relative inequalit;sr lemlﬂ .
_”:ﬂl‘ld tronds, . It exammeﬂ altercnative ﬁﬂllrtlﬂnﬂ fﬂ:ﬂ ﬁhia problenm and
"'_':.;;:‘;?:?dud.gaa their ralative Iﬂe:r:i’os f.t;'m ecemme ﬂng statlatieal pain“sa of

View. @n the substantivs side, au:n fiading'a shew tha’s ‘che preoiae -
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impact of the dia'bributicxnal_ changes c:n'pwerty will vary from ono

country to another depending upon tho sevority of pov&rfyﬁ
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- authors and scholarg on the subject of poverty and inoome digtnibution
and oweg an intellectual debt to all of them. He ial partiﬁulnrly
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Chapter 0

PHE PROBLEM OF DISTRIBUTION I INDIA'S DUVELOFIGENT2
A SULHARY

In welfare economic analysig, the economlc perforiance of a country
ig often judged in terms of its aggregate economic welfave. Agorogate
economic welfaxe is a function of the individual welfare levely of 1ts
citizens vhioh, in tum, is dependent upon their income levels, ‘This
vould imply that GNP or per capita income of a country is not a compre-
liengive weagure of its ageregate welfare., For, it does not tell us how
the total prqduct ig distributed among the citizens of that country whioh
dlg a wajor determinant of their individual welfare levels. Aggregata
welféme ig pogitively related to pex caﬁiﬁa income and inﬁeraely'related
fﬂ inequality in incomg digteibution. Therelore, G or per ocaplta
income leeds to be supplemented by sgome meaguxe of ineguality in diglnod-
bution like relavive inequalitly and poverty measure, And, agpregate
velfare will increase, whenevexr, other things reﬁﬂining the some, GNP
increéaeag relative inequality decreages and povexty decreaaeﬂ. Thege
notiana wnderlie the emphasié'on gmawthq reduction of inequality and
poveﬁﬁyg_ $hey:a1s0.explain the preﬁeht.ﬁay conéern about poverty, ineqpan

:1ity and. growbh in different countries.

In India too, with tiie beginning of planning,'cﬁnsoiﬁua fourﬁﬁ
have been made to achleve gmowthxwith maduationﬁ:in.povemty and incﬁme
'inequali%y}- What aﬁa-the resulﬁa.of theiﬁ effarﬁs? wHﬁw'far we Liave
. succeeded in achiéving-these-gmaia? What are the factors that govern
~ the inﬁerﬂiElatianﬁhip betﬁean paVerﬁyg inequality'and'gmoﬁﬁh?'

- Are the gtrategles with xespect to these three variables



appropriate 7 These  igeuos tform the main concorn  of

the pregent thesis. Dagically owr sgbtudy is in the nature of o critlesl
review of th@ agtructural changes in the Indinn cconomy using aobtandaxd
analytical and gtatistical tools and langely based on sccondary data,
It attempts to answer the following questionsi

(1) Whﬂt”%ﬂ the kind of geonomic growth cxpericnced in Indin
4
sinceﬁfiftiua?

(11) What are the income digtributional implications of rural
urban geotoral diffcrences in economic siructure?
.(iii) How*dkjﬁhé najor Indian citice ~ Bombay, Galoutia, 301hi
énd Mhﬂrmé pooled togebhor —~ differ From ﬁhu resgt of the
. urban mocctor - called the 'nqnmqity urbﬂn gector?
in terms of income lovels sad dlgivibutiona?
iv) Are thore ~ny structural chenges in these scectoxra?
Given the growth behaviour and structural changes in Indin,
what axe the 1ikelylahmrjua in income dlstzibutions?
(v) What do thc dnta on consumption digtributions m_the.direot
memaureslof 19V015'bf'living ﬁmﬂ welfare ~ choy?
:(vi)fﬂow'fmr iﬂlthe governmont successful in rodrcssing intene
- regional digparitics in danﬁumption?
(vii) Is thore any relation botweon averago congump ti orl Lovel and
inaquélity in ite digtribution? .
(viii) How do changes in incomc canﬂumptian and in 1teg distribution
behave? Want 1s thedr impact upon poverty? whot axoe The

ohgorved patterns in India?



Iaﬁ:

(ix) How does poverty Lluctuate in roHponse to digtridbutional

changog?
(x) Are tho Sixth Plan target for poverty alloviation, given the

strateay and institutional constraints, realisbio?

(xi) What nre the distortions that plague plan projectiong?

Answarg to these questions form the main subject-mnttor of this
thegis. It i organized mlﬂng tho following lines:

Chapter 1 is ﬁevatmd t0 A reviow of liltoraturce of empirical
studies on income &igtributionn It bepines with a reviow of crogge
country studiesIﬁn'inoomé_diﬂtributionﬂ The main focus 1n mn:Kuznets'
inverbed -~ U hypufheais amd on the mtteﬁptﬂ at 1Lts verification mnd
eiplmnﬁﬁinﬂ. The rowaining paxt of the Chaptor is dovoted to r
review of gtudics .on income and consumptilon distributiﬂmsnnd pqverty
in India. The concluding part of the chapbor ldentlfics HOMC LAPS
in tho cxisting gstudics on India.

Chapter 2 mddruﬁﬂuﬂ itgolf to the firet throc quemtiaha
mentionoed abovo, It oxamings adonumic.structurml.differoneeﬁ
across rvegions and thoir implicatidhs fﬁr income digtribution. We gtudy
I.%Héf*,whéle'- Pm@blamf'ﬁithin a dualigtic framowork. The cconomy
is divided into fwfnl and uwrban rogiong, This L8 what has general ly
beon done. DBut weo Duother disaggregate the vrbsn coonomy into
citicm \l.0., major mobropolitan citics like Bpmbmy, Calewtta,

Dolhi and Madras pooled togothor) and ite complement called tho

‘non-city urban' economy. Thusg, we exmuine income leovels mnd



843

digtributiony at threc levels, viz., the rural, the non-city urban

and oities. Vo find that in thoe prosent gtage of dovelopmont of India,
income inaqumlity-iﬂ Likely to be positively correlated with tho
relative gize of the formal gector in thuaﬁ three reglong. Agcordinglyg
1% ié felt that incomo inequﬂlity.will jale highe# in Giticé followod

by 'non=city urbﬂn' and Iurﬁl arcag. Noxt, we cxamine tho likely
tronds in income and in incomo inequality in these threo rogiong and
algc in the urbmnimoﬁnomylﬂs a whole in India., Uur analysisg of gomo
important varisables shows thot the cxtont of change or grmwﬁh in

por capite real inoc}.mo 'b'caiﬂg vory élmllp Kuznots?! inverted - U.
hypothcsié"cmnﬁdt_bc testod fox Indiﬁ. Ingtoend, wo.findtthﬂt India
iﬂ_likﬂlyifd he passing through the firgt phase of Kuznots! hypothegis,
:Since ﬁoﬂt of these Cindings arc Desed on indirect ovidoncos pooled
togother from various amources, it is felbt that there isg the need to
study somo direcct ovidenceos like changes in consumption lovels and

digtributiong in Indin.

Accﬂrdin ly, wL.ﬁlnry.ﬁub fﬁrthﬁm nﬁnlyﬁ*é in terms of tho
.éonaﬁmption dﬁbn prov1dad by bha thlannl S1nplc WRLVOY Qrgqulzﬂtlﬁn
 (NSSO) Tho nﬂture, mobhadolOgy'of the NLS data and ito -
implications ero atudlmd in Chapter 3. Since therc ig no wmy.qf |
judging the reoliability of the NBS data, we bogin, like must othon
gtudics, by a cumpﬁrative gtudy of NSO nnd Contral bbntiﬂticﬁl
Orgﬂnizﬂtians“ (GSO) cgtimates cf ageroasto conaumptlun. Next¢ WO
examine.whether ﬂudh oomparimonﬂ HTG'VHlidu Wo algo exmmiﬁﬁ

~ “the poasible sources of innde@uacieﬂ in the NSS cetimntes which 
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render them incomperable across seotory and over time. Further,

wo study the NSS method of_data vmlumtimh and 1te welfaxo implioaﬁiﬂnﬂ.
This is done by atudying the difforent possible waya of data valuation
and their impact oﬁ the Loxenz ratio mﬁmsuie of incquality. It is
found that tho Eorenz ratio estimated on the basis of vhlue of congum~
ption distribution will difféf from the actual one dopending upon the
.mmthod of valuation and the behﬂvidur of degree of monebization acrosd

expenditure groups,

Chaptex 4-desaribﬂs the mothodology of the study. Thé NSS
provides data on_thé size digtreibution of population and cungumpbion
éorgs$ eiﬁéﬁdi£ﬁﬁ§,gruups¢ Using such data, how to obtein cstimntes
of distribution of por crplta consumption cxpenditure (POE) acrosgs
fractile groups of populaticn? VWhat are Ltg uscfulness? These lssues
':mre digougsed in thoe boginning part. Wo,noxt, disouss problems of
deflation. It mey be noted that oarticularly when wu-ﬂre ﬁtud?ing
changes in some .coonamic variablos ovor biméf mdjuatméntﬁ'will'hﬁva to be
made 1fﬂr-inflﬂtion§.if ﬁherm ia mny,  Thié'prublom bGd0mGB ﬁlightly'
ﬁompligﬂtea'ﬁhén ﬁhG"seﬁarity_ﬁf-inflmtidn vnrics nervss fractile
grﬁupﬁ}. The solutliong far this problom and the mothod gf cdnﬁtruoting |
fractile group - apecific deflators ave digcusged in 'bhiﬂ Clﬁmiﬁ‘bem. .
Next, we discuss Loronz rntio,'itS'propurfias,.mathmda of cgtimation
mnd_ité decompogition by sectmrafl Vi algo discugg bthor momauroﬂ

_like'the.stmndmrd;dmﬁimtionibfllagﬂrithmﬁ of PCE End Kuzﬁats"
.:'indeiu .Fﬁrther,'we ﬂiscusa éstimnﬁiﬁn wf.Stﬁndﬁﬁd CIT OLH Ef cgtimatos

when the study ig bmﬁodnon-dmta like tho WSS waich é¢o not striotly
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gimple random. Finally, wo bricfly montion tho Lrawework of povorty
nged in the presoent ﬁtuiy,.

- Chapter 5 is devetod to all--India congumption incquality and b0
answoring question no (iv) montioned nbove using N8S data from 17 to
32nd roundg, Woe begin with a gtudy of:rolmtiﬁe congumption lovels

in different reglong at the all-India level, Next, we cxominoe rolative
1

inequality levels and tronds, It is found that, contraxy to onx
expectation, the extent of inequality is not the highest in the citles
followed by'nunrciﬁy'urbﬁn’ andl rupeal areng din all the »ounds. Algo
we find:ﬁhe dmgraé of dnequality in the citiesg to £all shauply
during.17 to 25 roundg. On detailed @xmmiﬂntianﬁ it is lound thﬂf'
suchh & picturc hag cmorged booause of the particulnr method
(trapezoidal) of cebimating Lorenz ratic and also beeause of +tho
sub~0ptimal gystom of clags intervalg adopted by the NSSO in
presonting itg dmtﬂ; It may be noted that diﬁtributianﬁ Jdiffor
aorOﬁé regi@na_nnﬂ OVern tima in tepmg of both mean and dimporsion.
SG fhe ayatom of clags intérvmla_fblluwud while presconting datba

bﬁ diéfribution:fdr cifferont rogions or bimo pﬁiﬁfa 'éhuuld'vmry.
But thg NSSOIhmm followod the game gygton of elmaﬁ.inturvﬁla fdr

all rogiong for most of the rounds. F&rthor 16 hﬂﬁ_given group
moAns Qf.conﬁumptiﬂn for each olags intorval which means, while .
applying thﬂ-frﬁpﬁﬁﬁidﬁl mathod of optimation ox whilo eatimating

ﬁny'ﬁﬁher'ineqnmlity neagure, one hag o HSEumﬁ:unﬂiitF of
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digbribution within oachh c¢lags intorval and hence, losa of information

about digporgion. Over time, viion digbributiong koep shifting, the

NSS method would imply loss of information for nan inencagingly lapger
proportion of population and hﬂﬂﬁ@g an, illusive plcture of decline

in inequality. A4s o sclution .tothis problem, we congider three

alternative methods of cstimnting Loronz roatic, viz., (1} Ramakrishnoan!e G?Jﬂ“l)
approach (ii) the two~parameter lognormal approach and (111} Kalewanies

Poddor (197%) approach. On the basis of o priord information and

gtatistical congicerations we considex Ramnkrishnan'a approsch 0 be
better,

; Ghﬂptgr 6 (deals with analysls of congumption levels rnd digbri-~
butions ACLORE 14 gtateg of the Intian uwnion. Tho analysis 1ag done
at three levels, To bogin witii, we gtudy cousuwiption lovels and
digtributions by state soctowy at current pricmsu' chtg.wc gtuly
changes in avornge PCE and its distributiqn.mf_qunatnnt pricaﬂ fop
oach - gtate ﬂectﬂr_aoﬂnrﬂtely, 'In thia“suotiqﬁg wo olao gtudy tho
"phmngea'in_avqrhga'PGE'mnd,iﬁfineqpﬂlity*nnd theii impact upon rural
f.ngeﬁty;in.gééh.&tpte¢.'ﬂinélljg.wm stuly inter—gtate disparities
in avorage PCE at all India prices. Ono important limditation of the
gtudices on inter-gtate disperitics in avorage POE 1ovola.iﬂ_th$t
they cannot take iﬁtu accuunt-interﬂrogianmllvmrihticn in pricﬂé-fur

.1mck.9fziﬁformmtiqn about the lattor for all years. wo txy to
- .overcomu thig prdblam fuﬁ the rural goctor in ﬁgﬁlightly difforont
way. Wo deflmte_rurﬂl h?Giago PCHg cf Gﬂﬁh“ﬁt#tﬂffur-differont_rbun&s-

by the staﬁemap@cifiq Agrieultﬁrﬂl Lﬂbﬁurer%Ouhsumﬁr_ETioo Indbx.ﬁnd._;;'
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oxpregs thom at their respective siato prices proveiling in 1973/74.
Next, uging indicos of intor--rogiomal pricce vaxmiations \Bhattachay; a

et al, 1980) with rural Iniia mg bagse for the yoar 1973/74, wo

oxpress all these state rural average PCEs at the all India xural prices.
Noxt, we congtruet statec specific weban poverty lines corrcéponding

to the all India urbm poverty line of Rs56.65 at 1973/74 prices,

Ip Chapter 7 we discusg the solutiong sought to be developed in
.tho Indian plang for poverty and thelr implications. olnce a final
vergion of tho Sﬁvonth Plan is not availobloe with all ite detnils,
wﬁ ﬂrc consfrniﬁed b0 limit our study upto the Sixth Plan partiocularly
for those which Technical Notos arc available. We bogin with m;
theoretical #nﬂlyﬂiﬁ at the macro lovel of the solutiong cungidored
foxr poverty alleviation. It is Qenurﬂlly bolioved that a roduction

in ineﬁuality-nlwﬂya roduueE poverty. Buty; we show, using ﬂitWGw
pﬂrﬁmeﬁer lognormal modol, that the pﬁaciﬂe,iﬁpmct ﬁf.inﬁqpélity
reauntioﬁ qn pbvorty.depcnds uﬁﬁn_the.$hgni£udo of povorty itaulf;
Whon pﬁf@rﬁyqis Hiede thaﬁ ﬁmlj of tho population, an increase in
inequmlity can cven roduce poverty., VWext we deal ﬁith the redistri-

_ butional implications of the Sixth Plan targets fox pﬁverty reduction
and cxamine whether the get~goals can bo reﬂligod given the data on
-pﬂst trunda in incquality. Noit wo gbudy plan agsunptions and thoir
implicationg fgx rodiatributiﬂn'anﬂ.&cmﬁnd Projeoﬁioné ﬁﬁking the

| Fifth Plan ag 2 case gtudy Sinbe éll tho relovant data AL mvﬁilhbla

for this plen poriod,



In the concluding Chapter of the thesis, we group our main
findings into economic, stalbistical and thoge having policy relevance.
We algo briefly mention some of the important limitations of the

study.



Chapter 1,

REVLEW OF LITIBRATURE

1.1 Introduction

' - Frulr Bk s oy

Anpinical studies on income digtribution can broadly be
divided into the following two groupsa:s
(i) Those baged elther on digtributiong for different pﬂintﬁ
in ‘bime fdr an individual country o on eroga-gountry digtributiong
at the Hame pcimt.ﬁf blme, and.
' (ii) Tnoaelbmﬂed on data fox Indié, which in turn, oan be
divided intos - .

(a) studies baged on either direct (based on survey) ox

indirect egtimates of inaome-diﬁtributimnp
(b) studies based on consu ption digbribution data$ and
(¢) thome examining the incidence ﬂf-pmﬁerty in India,

Thege groups of gtudies ale examined in The game seguence

in the following Sactions.

1.2 Growth and Income _Lﬁ.ﬁﬂ.uﬁ.li:.tllL"LIlﬁﬁEMﬂﬂﬂmﬁ.mem%.-

dtudies on inoome distributions in difforent countries
have generaliy been conoerned with the followlng kinds of questiong.
_{i) HO, incoms inquality varies across uountriea'at different

svages of &evalapmanﬁ?.'-
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(ii) Is there any systematic melationship bebwee inéqumlity

and. developnent?
(111) Whati.ate the other economlc variables that cauge
ohanges in income dipiribution at different levels
of development? |
Thege quegtiong are quite important in so far as they*hclp
throw light on the policy ingtruments btuat are effective in reducing
poverty and inequalities during economic development. To angwer
thege questiong quantitatiﬁelyy one needs 0 know
(i.) the_axtenf of income dnequality in eaoch country;

(i1) the economic characterigtice like lovel and rate of

growth of national output, ites mectoral digtributbion

and allooation of workfomee;  and

(iii) the relation between (i) and (iL).

jMost_af the étudiea ih thiﬂ reapect.havu‘uaaiemosawﬂaotian
dat# t0 infer about thé dynémica ﬁf;devéloﬁmént1in éﬂdh.cﬂﬁﬁtryu
Kugnets (1955)a in hié'pi0neeﬁinG étu¢y an giowth mnd inoome
in&Qpalityg‘meésured_incomm inequﬁlity hy'%hé income sharcs of
| variéus qﬁiﬂbiléﬁdéhd'ﬂhiﬁiéd.out aﬁ intﬁrwcauntry analysis whiﬂh
included-ﬁﬁﬁﬂﬁfieé 1ike India; Ceylon, Puento Rico, tho Uﬁited 
Kingdom and the United States, He put forward hig famﬂuﬁ.iﬁrartcﬂﬁﬁ-
hypothesig about growth-inequality xelationship. The hjpotheﬁiﬁ
gtatas that income inequality which femﬂe o be 10& At ralétiveiy 1ow_
levela of luncome, riSeﬁ.in ﬁhe initiml Etégeé bf grﬁwth and theveafter
stabiiizeélfor éiwhila béfﬂre.heginning to.nmrrﬁﬁ'at'f@latiV¢1Y hi£h_.'

levels of per capita income. -
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Kuznetes oxplained thiag obhserved inverted-'U! pattern in the
growth-inequality relation in terms of changes in GG ONOMA0 atructures
reflected in, among other things, a shift in the gectoral distribu

~tion of output and workforcs, intra--sectoral incqualitics, intex-
scotoral dligparities and raral-urban migration of workforce. Given the
highly akaﬁed gavings and assot digtributions, these fhgturs account.
ed for vwidening income inequality in the early ﬁfngeﬂ of dovelopment.
But factors 'like the dynamism of a growing and freec coonomic
sooieﬁy”g ﬂiff@réntial_demagrmphic erowth rates across income Froups
which oountermctediauch'tendenciea towards inoreasing inequality

could vaversge this process, in the later gt ges of dcvelopment.

Like Kuznets, Kravig (1960) also found lomas income inme
equality in the developed countries thﬂn.in thoe legs doevoelopaed
cﬁuntries;' OShima (1962) tau'fﬂund Al iﬁ#erted_IU; petlorn whiia .
examining income inequmlity-at'fﬁur'diffaranf éthgum of'dﬁvelopmcntu
Tho f;i_.ndings of A sﬁbsequém study by Icq‘_mta (1963) imvolving
eiéhteen'cﬂuﬁfiiés dﬁnfirmédihié ﬁhﬁiier hjp0theﬁiﬂ|mbdut granfaf 

'inﬁémé iﬁéqﬁélitﬁ in.lass.dcveloped countries, Thig finding only
reinfﬁiced theleariier impressilon fhﬂt cconomio development ig a

major delerminant of income inequality,

 The Adelman and Morris(1971) study, Baﬂad'on national
income stntigtiocs for forty-four developing countries, found an

inverted 'U! ghaped moatter rather than a neat1curvw'ﬂs'suchn-
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In another gtudy, they reached the conglusion thmt ”duvelopment 1.8
accompanicd by én_ﬁbaalute ag well ap a relative decline in the
averase income of the poor' (Adelman and Morris, 1975, P 189).
Fpllmwing.ﬂdelmmn and. Morrig, Papkertis (1973} wstudy analysed datn
for fifty-six countries and reconfirmed the inverted 'U' hypothesis.,
He found the income inequality to rise upto a point whoere the pex
capita income varied hetweon $301 to $ 500. Further crogs-sectional,
-~ evidences of the inverted W' hypothesis were reported by Chenery

Syrquin (1975), Ahluwalia(1974a, 1976m, 1976b) and Lydall (1977 ).

Only é few mfﬁempts have heen made to document-higborical
trends of ineguality in individual countries mainly because of lack
of reliable and comparable data. HFishlow (1970) for.Bﬁaﬁil and,
Weigskoffl (1970} for Mexico, Puerto Rico and Argentina used time
gderies datg on income digtribution. -Thay found. increasing economioc
concentration in Bragzll, 4rgentina and;Puerto RiGG“ buﬁ in Mexioco
the middle income gmoups between the hottum fifty pex cent and The

~ _top ilve peﬂcent were fﬁund to have lnareaaad theix sharee between

'] 950 &11’1(119631 |

Ahiuwaliaﬁa time serles gtudy (1976a) bhaged on thirteen
developing countrieg, found no syatematig~deteriaratiun in the
distributions over time, According to him, ﬁhere_ié nﬂ[systﬂmétic

- agpouciation betweenﬁéﬁdwth'ratea and tranda:in the diatributign.
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In yet anothor paper (1974b), he argued that cconomic growbh nced notb

necogsarily be accompanicd by increasing incquality.

Among the atudiecg on correlates of inequality, Adelman and
Morrig (197§) found the following six variables 40 e the most
important determinante of digtribution of income.

(1) Rate of improvement in Hwnon Regources ag measurod

by school enrollment ratc.
- {ii1), Divect Government Economic Activity,

Ciii) .Sﬁoimmecﬂnomio Duatiame

(iv) Potential for Boonomic Dovelopment .
(V) Purcapiba GNP, and

(vi) Strength of Lahour Movemont,

Ahluwalia (19748, 1976a and 1976b) found tho zate of
expangion of aducntion; the iﬂtg'ﬂf decline of population growth,
and the changing egaﬁomiﬁgﬁtrﬁptuxu to be_thﬁ'mGSt imyarﬁmnt QXD LA

natory variableg of accompanying the changes in the incquality.

In recent yearﬂ; ﬂignificﬁnt attempta have hcﬁn'mada tﬁ
eﬁplmin al atudy poliocy quogbions using macrooconomic modsls, Frankg
and wabb (1977) uﬂmd_a aualiﬁtiq framawuﬁk 1o explmiﬂ-inar@aﬁing_
inequality_and:tp examinéith@_pétentialqu.Qerﬁain _poliqy inutrum.
ments in_mchiqvihg'distributiva gﬂalﬂ. .fhe pdligy:mptioné mvmilable -

to thelacunumy"in differont ficlds and ﬁheir potential influenba
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on, 1:1c ok distributian have alpo beon studied by many reseaxchuers
(Frank and Webb (edm.) () 977)). Inberest has al.é-a devoloped in
undergtanding the growth cffects of hypothetical income redistribu.
tion by aimilation  exervcises (Balletime and Soldge 19743 Clino
19725 Chinn 19733 Morley and Smith 1973; Soligo 19733 Sunmann
1973: Wciasskoff, '1973)}-&1:;1& the dighbributive effecta of _e,e:utmin
policy inuvtruments (Ahluwalia sand Chenery, 19743 Adﬂlmmnmndi

Robingon, 19733 Morley and Williamson, 1973).

_Thé_ following are the mogt importent findings of the
in%eraoauntry gtudies cited aboves
(i) Thore is relationship betwoen growbth and inequality

and the general pattern of this relationship isg

approximately invertod 'U! shapede

(ii)  Income inequality ia'highﬂr in-the_lwﬁﬁ devoeloped
countries than in the developed ones.

(iii)' The pattenﬁn"of_‘, income -d‘iat;ﬂibu'bion' is algo determined,
 among other variabiles, by the specific uconomic

struotures of a given country.  and

(iv) The dualistic growbh proocess is largely resgponsible
~ for increasing ineguality in the initial stages of

devaelopment.

T3 ,_I_;‘;_Q_g_@_@;ml_p_@guali’gx = Tha Indian CAge
Turning bo the Indian case, wo:find that the exbent of
geowth in pér'capita-real incame.everﬁince,thé bagiﬁﬂingjof davelqu_ |

‘ment 1}1ﬂ.rmin§;:_il‘i 1951, hag baen too small to btesgh the Kuznetgian
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hypothesgis in ite cativety. Studlieg in India, thoeneforeg, have boon
concerned ueinly with agoertaining the impact of planned developnont
on the digtribution of income and comgwapilon ag well as on the ine

cidence' of puverty.

Mogt of tho esrlly studics wore csgentially atieants to
oxaninoe the extont of and trendg in inc C;ma ineguality in India.  Dut
| they were haupored by the ~bgenco of dirveot ustim.-:rhéﬂ of couparablo
ingono Qiﬂtribu'ticmﬂ for different rogiong anl yoarg, Therofcro,
thege s*chli'caﬁ had to rely on indircct Gﬁ'til*.ln'tea of ivecone distribution
| nb’sﬂinerl ‘by puc:lin,g::"bmgethw National Sarplo Su:cvc;ﬁr'(NSS) cc}naw;lp"tion
data with Tncomne Fax Hiatistics (Maches: 34 And Ghosh, 19513 Lydallg-
19605 fhmed, 1965; dmed and. Bhattachaxya, 1972)  ur by pooling NSS
congunption data witl tho Regerve Bank of il“ltliﬁ (RBI) savings deta
(Iyengar and Mukhorjoo, 1961 thﬁ' and Blfmftt,, 1974}’: Renadive, 1971)
i usiﬁg‘ NSS _c_"_;tém';sj;rti-;lu_ c';‘..ﬁtﬂ with Central Sﬁatistical OEﬂaniza‘biﬂnﬁ"

{CS0) ééfimm‘baﬂ of C _h.:ri:én_irnp"u'ion and'inbme (Iyem{nz: and Jain, _1974.)‘

M’leher;jeo and Ghoesh (195‘1 ) nade pogsdibly tho fii:'at.ﬂttamp*b -
to cengtruct incomo Mstribution 1;"+;n:r~ I“che YyORD 1949-1 950 by pooling -
Income !I‘si.x Stﬂ‘biﬂtioﬂj;rﬁm?iclori by the Centnal Boand f::f Ravcaﬁlia and ;Lll.*::
NS8S data on 'l’lr_ru.ra'ehﬁigl ijmdi’lﬁmrﬂ. Lyclmll._ (.1 960) -'é‘é‘bimﬂ.ted. inoone .
24 'at'r_ibu_ti oﬁ i‘_qr Indin for 1955~ 956 by mmbining 'I_*TS.S congwiption
| clata %3,11(1 I_ﬂét,}ma Tax Stntisticos uﬁ-ﬂ.eﬁ aasum;ptiona | 'Df_lc}gﬁorml tiiﬁfri; |

bution for the formen and Pareto foxr the lattem, ‘He found incomo
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inequality in Indin to bo legs than that in the UK. Adopting Lydell's
methadology, 4dhued and Bhattacharya (1972) estimnted ddstzibuticns of
population by per capita pre~bax imenice at current prices for the yeaxs
1956m5?, 1960~61 and 196364, which shoved. a clear Jdecline in dig-

parities.,

Iyengﬂr Aind, Makirer jeo (1961)Lcombin@d .NSS consunption data
with RBBI sovings data undﬁr the aggunption that savingg-consunption
| rﬁtiolof hdﬁsohmldé inaremﬁ&ﬁ in simple arithﬁetic Progregslon across
oxpendlture clagsges. Thein eatiﬁmtes for 1951=52, 1953%3-54 and
1956e57 ghowodt an incrense in tho in@omﬁ ahares of the top ton porcont,

mﬁd the botton  £fifty pmrﬂant 0f tho hougecheld population,

Following broadly the geme netholdology as in their ﬁﬁﬂliem
ﬁtudieﬁ in 1962 and 1963, Ojha anﬂ.Bhatt (1974)'&3@& tho ounauﬁftimn
egtinate derived frﬂm_thﬂ CS0 naticnal income date by deducting
hauaeholﬂ Eavingé mnd_ﬁﬁxea_of'unincarparﬁtud businaaa ﬂﬁﬂ digtributed

 it_adiGsa-se¢tmra ﬂnd.diffﬂf&ﬁf.éxﬁenﬂiture claggos within cach gootox
. uéing"NSS.'prmpmrfiané} Tho conswaption distribution so dorived is
combined with RBI hwuéaholﬂ'aavinga datn under tho agaunption that
only the top cxponditure bracket doeg the total net gavings and Lho
rest, zero not gaving, In this way income distributions wore derived
for two periodﬂ viz. 1953m54,_1954m559. and 196364, 1964--65,  which
showed a decline iﬁ inequality in the rural geotcr and nn inoraaﬁG an’

 the urban. But the study suffors from tho linitation that it ignoves
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posgible dissavings by ‘the lower sxpenditure groups and hence, is like.-
1y to understate the degree of'inequality. Using the semc methodology
and data bage but mbre realigtic assumptions regarding gavings bee
haviours in the light of gavings data collected by tiae National Cown-
cil of Applied Beonomic Regcarch (NGEER), Ranadive (1971) also

egtimated income dightributions for the years 1953~54?.1956m57 and

196] '-‘-'*62 4

Examining the trends in income digtribution between 195354
and 1959~60, Ranadive (1968) found:
(1) Income gtructure in India to be oumbayable o that in
other undexdeveloped countries, | |

(1)  XKuwnets hypothesis that income inequality im likely to
| be greater in the underdeveloped then in the developed
countricg is ‘mot invalid® in the Indian contexty and

(iii) Ten yeansg of plamnming in India hag had little offcot in

reducing income inequality,

Iyﬂngar and, Jéin (1974) Gaﬁstruo%éd income diaﬁributions
direotly'from the:]ﬁss conaumptian.expenditure diﬁtribuﬁiﬁp data by
aséuming an.@xﬂct'lihemr-relatianship between ag@regata_hmuﬁehbld'oon%- |
sunption and income og'lbimatod frﬂm.thé 080 data and a three-parameten
1dghn0rmal distributiﬁﬁ 2f oongumption, Th@,Qiﬁtxibutiana eatimate&
for d961~62 ﬁnd.1964w65 fahowﬁd-a decline in Laranz”rati0 iram- .

0,40 %o 0.33.
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Iyengar and .Suryanarmyana (1984.&1) cgtimated Lorenz ratlos
of income digtweibutions at ourerén'b pricen using Lorenz ratios of NSS
congumption digtributions and agsuming a simple linear consumption
func'tin.:m bagod on the G50 data. Thoilr study for the period 1961-—52
to  1973=T4 did not find any systomatic trend in income inequality

in India.

Pexrhaps, the only direct estimates of inocome ddstribution

d which conduocted swrvoys of liougshold income

—
=

ave that of the NOA

and gavings in tho wrban and rural arcag in 1960 and 1962 zrognech
ively, followed by the A1l Indla Consumer fxpenditure Survey in 1964
65 All these ﬂurveyﬁi (N_GEA,Rg 19625 1964-655 1967) showed more tnCome

in the urban then in the rural arcam. - Similar

" inequality
surveys were conducted by the NCAER in 1967.68 and 1975~764 However,

nothing muoh could be gaid about income distributions and their tronds

from the NCAER data beocause of the fc::llfawing roasons

(i) NCAER somplo 'ﬂizeé aro inadaguate (Bardhen, 1974. P. LI'SJN’;?),It
(i1) The concopte used differ from survey o suzvey,
(iii) The data arc subjeet t0 sowious recsponge crror gince poople
tond_ to undor—~report inocome, |
(iv) The population ooverage is rendered inadcquate by the exclu-
glon of non~household population and people in inaccesggible.
roglong} and |

R

- incomo, -

he.. concept of income used doeg not include imputed rental
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T mhoxs, it may be sgaid that moat of these studies hawve
only methodolosical wvaluve.,  The income A3 gbnd ution eﬁtimatéﬂ, being
made only for a few selected years using different methﬁdﬂlagies'and

data gources are not helpful in indicaling any trend in them,  Also,
none of the studies adjusted the data for the differential changes in
prices faced by differenit income grﬁupaﬁ hence, their inability to
comment on changes in real variables.  Posgibly, thege are the
reagons why no serioug attéﬁpt hag been made t0 @meine the growth

inequality relatioh in the Indian context.

'_1.4; Congumplion Inequallty in India

Evaf:ﬁince the NSS0 started publishing regularly the re~
sultes of its congumer expendlture surveys, increasing attention has
been paid to gtudying the trends 1n.canﬂumptlﬁn expendl ture distri-
bution. Besides the fact that the N3S 'cqnaumpulanliiguras are
Airect estimaﬁeﬂg colleoted in a scientific way, other factors widch
made it-prefoﬁﬁﬁlc'mies. . .

fi)' That ﬁonﬁumpfioﬁ.ié g more direch meagure of level of
Living of pcoplo" blan income {Dandeker and Rath, 1971.
P, 2%), | |

(11 That Yoconsumption 18 a better proxy for permanent income
congunpt: proxy for p _
digtribution® than current income whioch is subjeot to

‘nove ‘trensient factors (Bardhan, 19745 ;p,11;), and

(114.) Ihrthﬁr, fox innomﬂ reforence’ perlﬂd hag to be one year
_ab-laaﬁt ﬂnd~1t 15 nearly impoasible bo pE:le ane_yuar_
refurauee perlad for cmllectlng inocoms data. Hoocall

rrora wauld be very large even 1f‘paﬁpla were to cooparabe -
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Some of caunly studices used consumption aﬂlan intdicavor of
level of living and cxamined inbter--regional and inﬁerwtémpﬂral changes
in it. Mehalanobis (1960, 1962) developed the Fractile Graphical
 Analysis (FGA) teclnique, whioh is useful in such studies. The
technique consigts in ranking:th@ population in an ascending ovder of
per oapifa congumption and then dividing into diffoexant equi-Lfrequency
- groups called fractilo groups, like the pooreaﬁ_10 percent, the next 10
per contb, and 80 on;-'_Next; the mean total congumption or mcan con-
ﬁﬁmptiqn of a gpecific Ltem corresponding to each firactile group im
catimated and plﬁttﬂﬂ on a graph to producce the Fractile Graph, pince
mean QQnsum@tiaﬁ.is uged. only as a.rmnking'variable, argued Mahalanobig,
corresponding'fractilo groups of difforent populﬁtiﬂna are comparablo
over time or across resions without any price m&juétmﬂnt for congump-

tion,

The Government of India Committae.ﬂn Hagtribution of Inﬂﬂme
and Levélﬁ of Living (Planning.Gqﬁmisﬁimﬁ,v1969) gbudied changes in
1uveia:o£_living'duﬁiﬂg,theffirﬂf dooaﬁﬁ.of'pianningq_ But in_the-abé_
sénce”ofisﬁitﬁbla'pﬁiaefindiﬂeﬂ, it could not make any firm inferencos
regarding ohanges in raml.living.étandﬂrda. It exaﬁina& changes in
phyaical congsumption of cereals and found the diapmritimé batween the
rich and tho poor 40 havo inareased ﬂhén,thglaonoentratian rmtiosifer value
of oonéumption docreasod. Thig shéu@d that the differential prica
movementé were 5.aariauﬂ prﬂblamq Datta Hoy Chowdhury (1966)5:ueing.
E_'foicial estimatog-of;cdnsumption at-ﬁqnstmﬁt priceé§ fcund 1iving*.

Btan&arda to have riaan s1ow1y“during'1953“54't0 196G~61;'
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Mogt of the iater studies baget on The NES data have
méasﬁred the extent of and-trends in iﬁequality o canaumpﬁian; The
cammonly uged meapure of inequality is the Lorenz ratio.  4mong the

ﬁrly studies Of the time sériéﬂ of Lorenz ratiog, nﬂtéwoﬂthy are
Bhattacharya and ILyengaxr (1961)? Mrti and Pillﬂl (1960), and Roy

and. Dhar (1960).; Moat ﬂf;(%lgudles (Seeg Ji‘o:r: examp]e, Chatterjee and
Bhattacharya, 19743 Vaidyanatha 19743 and. Rﬂdhﬂkriﬁhnﬂ ond Sarma,
1976) have nﬂticedla”dedline in the degree of.inequﬁlity in:the.diﬂw
tribution ﬁf ﬁﬂminél.0ﬁnaumption in rural Indias the study'by Ahluwalio
(19?8), hé lFt‘bE:E}b in the series, covering 14 years of the period

1 95‘5;,.57 to 1975-=- 74  found A statlatiamlly glgnificant trend deoline -

in rural nominal conguinption Inequality.  The only ma jor s*hﬁ.cly oﬁ
urban consumption distribution by Radhakrishna and Sarma (1976) has
shown o decliniﬁg tirend in u:r:baﬁ nominal consump"tioril inequﬂlity., J}u'h |
guch comparisong of o&mﬁumption'diatribﬁﬁidﬁa.ﬁf durrent prices are- .
not really meﬂnm{"lﬁll pnrtldulnrly wllen thr.a inter— temporal Dprice move-
men'bs lmppanad to be dii‘ferent fom different fractile groups. M’?Lh&tlﬁ“
nobig (1962) and ‘Lntc.:‘ 'bhe Inoome Distzibution Gc}num. ttee (Planning
Gomﬂusﬁmn, 1965)) :L(Jllnd ﬁhat the cereal prices rose gharply more fﬁr

the poor pemplé than for the rich in rural ﬁreﬁs} iyengﬁh anc thttaw
charya (1965) exnmined thisg ﬁrdblem from & ma*bhddolﬁgic_él polnt of view.
They found pﬁioé _ad,jua'ted Lorenz ratios to shaw leﬂsén:" ex‘bent'.of redﬁc.m
 _tion'thhn thé ﬁurrenf price dﬂta-bmséd ones. Thﬁ Iyengﬁr and Bhattan '_

charya study (19( 5) was follawed by IDu.tta Ro;y' Ghowdhury (1 966);;,
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Vaidyanathan (1974), Radhakrishne and Sarma (1976) and Murty (1985),
wﬁﬁ conastructed fractile group gpecific price indices, bteking inﬁq
account inter~fractiile group differences in consumption bagkets anad
chenges in relative prices foxr deflation purposed. Their study of
digtribution in real temms.confirmed ‘the éarlier findinga of Bhatta-
charya and Iyengmr.<1965j_ Mukherjee and.Ohmtterjee.(1967) uged
expendituré OlHES"WiSE:PIiGG Index Qf cereals as The clasﬂmspnﬁific k.o
flator to &orivm-rémlidiaﬁributiuna¢ Whiie their ceatinoates of Kuznets
index5of disparify.at current prices showed & decline in both rural
_mnd.urban sﬁctdrs and ‘the country as a whole, those baged on prilco
adﬁﬁstéd figurés.remained atable for ruval and urban Indin and increaged
for thé ooﬁntry-aﬂ a whole, Moty (1985) aetimmﬁad Aﬁkiﬁauﬁ‘a A1
cquality indiceg for the rural and urban sectors both in_nﬂminﬂl'and
real texms, The egbtimates showed a ﬂtmtistically'aignificmnt.¥rend
docline in nominal consumpblon inequality and no "significant trend®

in real consumptlon ncguelity in_both.the furml #nd urbmh'meétura

- Swamy (1967} teicd to ogtablish that structural changes
in the industrial orlgin digtribution of income mrelintimmﬁely conncctod
with the shifte in the size dlgbribution of income, Ho found that

Hbout'_85‘peroent of thé increaéo in inaguallty in the size dietbribution

of coﬁﬂumptian durdng 1951 to 1960 ﬁma due tﬁ_sjructurnl shifts in
the éconamy and, the regt duc to inter-goctoral changes in;inQQuﬂlity.

On the othenx haﬁd, Bhﬂttmoharym'andlmahmlﬂndbia (1967)'atudiéd_
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reglional disparities in hougehols consumption in Inddia, using N8B
13th round data. They-alﬂo attempted to whudy inequality in consuap-
tion at the All-India level in termg of within gtate and between

gtate inequalities,

' The relative behaﬁiﬁur of? congumptbion levels and theixn
digtributiong hav& not received much attention so far. The orly
attempt. seems to be that of Chattexrjee and Bhatﬁaahmrya (1972, 1974a),
who traced the relative movements in pex capita cﬂnsumptian levels in
rural and urban se?tars for the period,1951MS2 to 196769, The -
raﬁip did not show any trend at all, They also examined the relative
rankingg of different gbates based on gltate-averape veor caplita con-
sumption for the muwal and urban soctors and found them to be fairly
stable over time., PFurbher, inter-state disparity, measured by the
Lorenz ratio and Kugnets index showed a decline between 1957-58 and
196768, In anothexn impoﬁtnnt atudy (Chattemjee and Bhattacharya,
1974b ), they*mmde:ﬂdjustmentﬁfpx'inﬁérmﬂtata différanceﬁ in prioces

_and eﬁaminéd tho #elative'atanding af.the_stﬂtes. On price ﬁdjuﬂtﬂ
ment, they found fhm£IMmdhya Pradegh, which had a donsumption.lev@l N
below the national average béforé‘adjusfmant, gtood above the.nafional'
average. Jugt the roverse wag th&_cmae-with fhe atatos of'Tﬁmil Nadu
and Wegt Bengal, Sinilar gtudies wore aleo done by'Béth (1973), Bhatta~

charya ot al (1977, 1980) and Bhattacharya ot al (1984).

~ The melative $naquality'in.nominﬁl‘aansumpﬁiﬁn_in'differant

stotes hag been examined by some. researchers. - Onc of the first
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attempte to study inequalities in conpumption across slates wag by Iyongap
(1964) uping the NSS 15th.r0und data. | Next, Dhattacharyva and
Mahalanobig (1967) agtimated Lorenz:rétiaa, standard devigbiong of
logarithmg of PCE's and per cent sharélof top 10 percent for dif-
ferent stateg hy rural, urbaﬁ and rural-urban combined sectors usging
the game data?aetu Vaidyanathan (1974) estimated gtate~wise Lﬂrﬁﬂﬁ
ratios for four NS5 rounds (195758, 196061, 196364 and 1967w6$)?
and found, that the extenf of inequality had no strong oongistent mela-.
tion to per capita_caﬁéumption; nor were the relative levels Gf‘inw
equality stable over bime, Examiniﬁg the trends in rural nominal
consumptiﬂﬁ in:equality in 14 sﬁmt@a during the period 1956--57 o
197374, Ahluwalia (1978) founds

\i) SigniTicant trend decline in the gtates of ﬂndhra

Pradesgh, Asgam, Karnataka, Madhya Pradesh, Tamil Hadu
and Uttar Pradeghe

(ii) Non-gignificent trend decline in Bihax, Gujarat,

Maharaghtra, Ovipsa, Bajasthan and West Bengal$ and,

(1ii), Non-gigrnifiocant trend inorense in Kerala,

'Attemﬁting o exmmiﬁﬂ'inequality ﬂeterminantﬁp Vhidyﬁnﬂfhﬂn
(1974) found, that amons rurﬂlﬂhcuaeholds Inequality in congumption wéﬁ
less than tha® in land digtribution because
(1)  Small holdinge were bebber irrigmt‘eflﬁn& haok higher
| produgtivity, | | o H )
(id) Animal Huﬁbﬂndry'Eupﬁlemﬁnted'ﬁhe smal1 farmﬁﬁ's iﬁcomﬁ-

o (iii)  Large holdings.generallyfaﬁpportad iar@e'familiGSj' and
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- B |

(iv} The rate of gavings, being a positive functlon of
income, inequality  in consumption would be leas

than thet in inocome.

Eventhough based on incomplete da*Ea, Gthe study ﬁhqwczcl that
in explaining inter-gtate variations in consumption inequalities, the
distribution of land holdings and proporition of rural income origlnar-
bting in animal husbapdry wexre not important variables; but the prapain
tion of area under irrigation was. .Anothér gtudy ‘that examined the
correlation among gize of land holding, living standards and employ--

- ment ig that by Visaria (1981).

Thug, the studies on odnswnp'tim distributiong have shown

(1) 4 deocline in nominal congunption inequality in both
'_bhe rural and uxban sectorg at the all~India level and

in mogt of 1the gtate »ural gectorg.

(ii) That the decline in nominal digtributions ig not real one;
vith appropriate price adjustment, the data do not ghow

the same degree of decline in real disperitiesy and

- (4id) Thusg, there is the need for malking the adjustment for
the differential impact of inflation on different
expenditure groups before arriving at any firm inferences

about real changes.

1.5. Incidence of Poverty i India

Recent yem have witnessed a great interest in measuring the

incidence of pwerﬁy,';pmticularly rural poverty ratl'i_em.. than  in
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mea gt ing inequaiity per 9@ . Abhgolute ymvmxtygldmfined ag the pro-
portion of population living bslow o pormatively defined poverty line
hﬁa.been cegtimatod by Eéverml'reaemrﬂheﬁq Thoge studles differ with
iespect to many such napects asg bagla of detinition of poverty line,
method of its'cmlﬁulation?.m@thad Qf agbimation of poverty, data bage
etc., These dotails vertaining to A faw'importmnt studies are given

in Table 4.1,

For insbence, Minhas (1970) rnd Vaidyanathan {1974) heave
tried to recongtruct tne distribution of the entire population by
tevels ﬁf reml'cansumption and then estimate the population falling
bélbﬁ'tﬁeipbverty linc algo defined in prices of the same base yent.
Otherg like Bﬂrdhﬂn(197@a) aﬂd Ahduvalin \1978} convﬁrtad_fhe poverty
line Into congumption cexpenditure at cuwient priﬁum and then cgtimated
the propontion ol population with cﬁnsumption lovels below the povérty
line, using dﬂta o1 ﬂiatributian in curvent prices. The other im.
porﬁmnt”differenoeg which is pﬁrtly'reaponﬂible forltha diﬁergént
ésfimmfes'ofjfrcnds in pﬁvﬁrhy,'nriaa from the fact that sﬁme'(Bﬂrdhmn;
'1970)'uaé.the“ NSS oéfimaﬁes both for average pexr cﬁpitﬂ'cansumpfiun .
nnd ifs diﬁtribﬁtiﬁnj while thgrs (Ninhnm}.1970) use'tha IS pmttérn_
of distributiqn of nominAal congumption (mlﬁng‘with ite rural.urban
breakdown) with officinl national incomﬂ'watimatas ai,r@al conaunmtiﬁn,
. Thﬁ:probleﬁ ériaéﬂ'fiom the ﬂivergent bchaviﬁuﬁ Gf-cdhwuﬁyﬁion levels.
_estimmted f&bm_tha,tWG.ﬂﬁurﬁes. ThialdiVErgéndé hag been. tha ﬁuﬁjagt
of somé.but altogetier inadequéﬁe attentioni(ﬂééif&fﬁinétﬁnde, E‘i::i'i.':1:51':&:"::.’1‘;fs'.:.-ui._J

ot al. 1974; Makhorjee and cnatterjee;"ﬂ974{fmhkhexjﬁa.and'Sahm, 1981),
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Baxdhan (1Q(5) uonhed pexn capita consuwntion of My 15 per month at

1960~61 rural prices -as the poverty line for xural Indla ﬁnd'worked

out the corresponding values of poverty iines for the rural SecTOL -

of differeﬁt atatea“using inter—atate price differentisl indioces eétim
mated by Chatterjee and Bhaltacharya (1974b)_ Using thesge sgtate
specific rural noverty lines and Agriocultural Labour Congumer Price
Index (ALCPI) ag deflator, he made poverty estimates for the diffcrent

gtates for 1960-61 and 1967--68.,

In 2 Hecenb gtudy, Ahluwalla \1978)P auopLLﬂb Bardhan's
\1973) methodology, oxa mlﬂed the tieadﬂ in ‘the incidence of rural
paverty during the peclad 1956-~57 to 1973 749 for’bath India ag 8 whole
and 14 individual gihtes of the Uniomn. ﬁhe study sghovwed that there .
had been fluctuationy in iucidence of rural-paveﬁty vith no statisti-
cally signilficant trend_exaept_far Amsan éndIW%stiBengal;_where.it
showed a ﬁignificant tirend iﬁcreasea;' Ahluwalia.furthar poatulated
that if thé"triﬁkledawnlmachaniﬁmfwere Eo operate the incidenoé Of
 vaértj Ehouid be efnéﬁted to be inversely relmted e ﬂgrlculbwral
owtput pei héad of ruval population, ' He found Lhﬂt the data indeed
ﬂhowed a sgignificant inversge relationsihip betwean 1nocidence of rural
paverhy'and real A léuiturﬂl aubpuh pex head, of rural papulatlan for
India ag a whole., Thig relﬂblanthp wéﬁ iound to hold in gome ab&taﬂ
| buﬁ_nof in-othersq % leagt in gone states thére-were forcéﬁ.mt.wark___
whioh teﬂdéd-ﬁo-iﬁcmagﬁe.the.ipcidﬂncexdf.ﬁaverfy irfespectiﬁe df - |

- variations in agricultural output per head.
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- Bhatty (1974) studied poverty in r1ral India vsing coasump-

tion and income datla filrown up by a survey of &ficctiveness of Dnploys-

nent conducted by bthe WCAER during 196869, e egblnated Sﬁnis index
of poverty (Sen, 1974) and also the head-count ratio separately fou
cultivatoryg, mgricultuﬁﬁl 1l abourers, and non-~agricultural workers and
by States, using altcunative povernty lines. whudlcs wizich nave made
time geries escimates of Sen's index for rural Indin ave by Ahluwalin

(1978) and Dutta 1980).

| In anotn.r iiportant study, Minhas (1970) found LhHL out af_
the 164 millionh people below the poverty line in 1960-61, aroung 60
million peonle belonged rural laboux houaehmlus and -‘of the rest,
a mﬁjor chunk were cultivator houﬂehﬂldﬁ.wifh gmnll. oparatiﬁn&l hol.dv«
ings,  Other gltudies which attempted to idenﬁify'thé ahmraﬂteristic&.
of the poar are Liiosge by Dandelenr and Rath - (1971) and Valayanathﬂn

(1974).

Mukhurjee(1959b) Looked at:the areal digtridution over 50
regions of the poovest 10 per oent Gf_Indimfs rurmlIPqulmtian. Pal
et al (1985 ) gtudiod the incidenco'mf rural poverty in India and ils
deconposition amony vaiious groups or Lha pOpulﬂleng'uEIHF NSS 2Bt}
round data,  Theoy ugod ibrcc Indices of poverty, viz., thu.hemdmcﬂunt_
rﬂblo, GhﬁkﬁﬁVﬂrty 3 jndex (1981) and Sen' indax,' The rural populae
t¢ﬂn,ﬂﬁhﬂlVldDd 1nta grﬂupﬁ by' (1) Etrbﬁﬂ; (1i) sooial groupss

(iii) occupation; ;ggv):slze clagses of land possesseds and (v) houge

| | hOld | Ei_:)'?-@':- .'I
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- Iyengar ana Suryanarayana (1984b) aslopted a pogitive concept |
of poverty liné by emtimating it aa'ﬂuaminimum.subﬁistanea cansumﬁtian
level in an agsumed three-parameter log-normal distribubion. -Their
gtudy broadly indicated a dip during the mil-sixties and a recovery

- thereafter in the 1evel of living of the pomreat.househﬂlﬂ in bath

rural and urban sgectors,

In recent years the poverty debate hag assumsd a riew dimen:-

sion with the Gantrﬁversy centering around the deterndnation of the
| cut--off pointg'the nesad fo keey the poverty line variant wvith respecth

to gex, age and occupation (Dandeker, 1981, 1982y Krishnaji, 1981a,
_1981bg Rao, 1981a, 1981bs Sukhatmﬂg 19814, 19uﬂb)." There have also
been studies on the effactiﬁenesﬁ off variong poverty allevimtiﬂn prG~_
grémmes and on the mafhmdolbgy uged in théir.ésaesﬂmﬂnta (Sundaram and
Tendulkaxr, 1984a, 1984h; Gupta and Dutia, 1984){,' Am0ﬁg ﬁtﬁem gtudies
Subrahmanyam (1982} investigated the”ralmtionahip between poverty,
unemployment and participation rates and Réddy'énd.mﬁtra {1982) examined

i .

“the determinantﬁ of povertyﬁ'

Broadly, the povexly aﬁuﬂiés_
\i)  have arrived ab different conclusions becanse of

- different wmethodologies and data pounces; and

(i)  pawed oﬁ bhﬁ_NSS;daﬁa?-do natﬁﬁhﬁw‘any Parbicular |

jrend_in'ngolu¢a,poverty& but a-Pattern of fluctuaf

tiong mrﬁundj50”per'oent.
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1.6  Conclugiong
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Thig ig by no meang a compreliengive review of the litcrature
on poverty, inequality end developueont. Tite focus 1y only on a few
of the important stulies bringing oult the broad nature of their metho-
dologies and findings. On the whole, an extensive amount of work has
been done on poverty and income dist:::*ibu*bion in India, Yo'u there geons

to exigt a few gaps in the leterature. They are as followss

(i)  Thexe hag virtually beenmo attempt to study the Indian

economic gbructure and digtributiong] implications,

(i1) No attempt has been made to examine imcome digtributbiong

- at the metropolitan city level.

(iii) Tho contwibution of inter-gectoral disparity to overall

inequality is yet to be examined,

(rv) F Tho regional digparities in consumption levels may also
he cxzamined , |

Cv) Tho exisglence or otherwise of any relation belween dis-

tribution and level of development has to be examinede

(v:l.) Furthaor, there 18 the need to aunrlyse poverty and ito
o gtatigtical determinants in a detalled menner taking into
account regional differeunces in levels of dovelopment and

atruetilnes «

(vii)

nero 1g also the need for congtructing state speoiflic

unban poverty lines and urban ;povel“t;}t'j and.

(viii) No attempt hag beon wade go far to examine the ddptribi
tional dimplications of plan gtrategies for poverty

alleviation.
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CHAPTER. 2

ECONOMIC GROWTH IN INDIA AND ITS IMPLICATIONS

2.1 Introduction

L I o T L T T

Studies on income distribution (eege, Kuznets, 1955, fAhluwalia,
1974a, 1976a and 1976b) have identified sectoral differences in produc-
tivity, distribﬁtion of output and employment ag the pi'imipal caused of
widening inequality in the initlial stages of a developing economy,
Others (ftﬁr ingtance, .Frenk'and Webb, 19773 IMelds, '1980) have examined
income distribu*tionﬁ_l behavionr in a devveloping country using a dualig-
_tic grﬂwth modelli. In fact, Fields lidentj;[%:‘ie:-ﬂ three 'l:y:beﬁ% of dualistic

growth, They ares

1) Modern sector Eanlargemént growth L.c., growth due
to an increase in the proportion of workluree
- employed in the high-paid and m_m_ p:i.-‘:;:.u.otive
modern sector, 'Thig typa- 19 E:ht_}p.fn I*b-::: giir_e rige
to inverted-U pa,tta;::'ﬁ' in ;bhe:a ti’:-eﬁd bahavicﬁur of
im oo ine quality. P '

il) Mademﬂecbﬂr c-:.-lnri'chmanf growth due to producti-
vity or inocome improvement in the nod.oxm sector
leading to an Lncereasge in relative inequmli'lry;

;Lii) Troditional sector enriohmlent gmwth c:auﬁi:ng

. more .equal digtribution of -inocoms.

1t im believed that the genézfa,l patterns obsexrved in
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devéloping countrics conform to cither of the first two mentioned above.
In what follows, we examine the grc:rwth pobtern ohgerved in Indle during
the pogt-Independence period in general and during the aixtics and eanly

soventiecs in 'particul:.},n_:*.

At the beginning, we may note some of the salient feotures of

the Tndian aC ONnomy ond its growth during the pos.'h-alliﬂependenc_e pexiod:

1) India is a hemrily overpopulated agriculbural
country with as much as 70 per cent of the

warkfarcie depending on agriculture.

ii) _With thabegiming of plapning in 1951, it hus ainbarked
upon & phase of industrialization and modernization.
In consequence, dualimpn between modern and traditionnl

scetors has emerged.

iii) In api'be of the heavy investnents mnde in diffar-ent
,5@0130:::'.91 growth caﬁﬁimm 135 bo 'inaﬂéqua'te il‘ll'rélati-on
to 'populatipn. evén though 1 appenrs imp:r:n::ﬂﬁive in .

_ abgoluto mmbers, ’Betwéen_-1950/51 and 1979/80, x?éal-
NDP increased at {116 compour E‘rovrth ratec of 5n65 -Pe:r:-
cént whllc it is obout one per cent for per 'na,pi'b:i-.’f' |
rcal WDP, Thus, the extent of change in pﬁ:--r caplta

« . real NDP is not much and hence, tho Kuznet's hypothesis
cannot be tosbed for the Indian -ecqm_my.- Instend, whm.f
con b.(&-'dél'lé ig to examine whether 'l;hta fii:s*t phagse of

the Kuznets' hypothesis is operative in Indis,

A el Il VLS Sy

1 In this Chapter, we usc the term sector to refer to the cconomic sectors
- viz., primaxy, secondary and tertilory. In the romaining Chapters, theo

term sector is used to refer to the geogrophically clasgified oreos like
- rural and urban, . . |



iv)

vi)

vii)

$A7s
Judged by changes 1r the sectoral distribution of

oulkput, there seempg to have taken ploce come

atructural improvement. 'The output share of the

primory saéﬁar decreagcd from 56,13 per cont in
1950/51 to 35.44 per cent in.1979/80, vwhile ﬁhaﬁ
for thc ﬁecopdany geactor increased from 17.25 por
cent 0 25.68 per cent ond that for the tertiary
seebor increased from 26,62 per cenlt Go 38,88 per

cent during the some perilod.

However, in occupational terms, thexe seome to have
been a "stmotural retrogression” (Rao, 1903), with
the Census data showing a virtual constancy in the

goctoral sharvs of work forco,

Thus, from (iv) and (v), it follows that for bulk
of thoge (nbouﬁ 70 »exr cent) envaged in the Primary

sector, per capita real incomeca 4id nol increase

~at the same xate as that for those in the gecordary

and tertiary sectors, which itself would maan an

increasing disparity in ilncomes,

Marther, indircot ovidences show Tmiion arowth

to be, as distinect from the three COBGE of Fi@lﬂﬁ.
(1980); o, combination of modoern ﬂeﬁtﬁr enriahment 
ﬁnd'tr&ditional gecton énlnrgement puhtaﬁnﬁ.

These features and théir'impliodtimnﬁ Qe diﬂ@uéaﬂd

beldow,



To be specifio, we exanine sbtructurel differences aunong the three
‘regions of the economy - rqral, non--city urba.. (Lorze urbon oxclud.-
:Lng citics) and citi s ( of -'Bﬂmbﬁy, Caloutba, JJﬁlh:i. arrl Mndeon ) ~ .aﬂﬁt

ff;alsa the urban ﬁectar‘(i.e. cltics plum_nonucity'ufbamj g o whole

and their implications. Aiao the anﬁlysis is carried out further

in terms of +the differential growth performmnbuﬂ of the three scctors-

primary, aeﬁondary and tertlary - and their unecven aprﬁuﬂ ACLOSs

these three rogiong,

242 .%Mﬁlﬁﬂiuﬁﬂiiﬁﬁﬁﬁ@ﬂﬁQHL@_@&.@.@RLI}&EE:EEE

232,2,1 ‘Relntive Incomes and Ineguolitics in Bural and Urban Areas

& . Ebonamiciﬂfruotures ~ defined in terms Of_tﬁ9 rélativa_imp0rm
bance of the'agricultural and non-pgriculoural ﬂactdrélm_are.diéaimilar
noross sectorg and uneven in their levels of deﬁalopment. Thig ia the
basic canme of sectoral differences in income levels and inequnlitiés.
In the enrly_stageﬁ of iﬁﬂustrializatién ﬁf iﬁ éoanomyg the agricultﬁral
Eeetdr dccﬁuﬁts-fqr a_highgr ?raportiﬁn of_lﬁbaur force ﬁhmn mf total
;Tdﬁmesficnoﬁtpﬁfj-ﬁhicﬁ“iﬁﬁiiéﬁ_a_loﬁa£ prmdumt jmr worker in the agri-
? 6ﬁ1tﬁrﬁl ééctof; Gﬂﬂ?ﬁﬁﬂelﬁyithﬂ shane df the nonmagqiaﬁltuﬁal accbons
in totnl Gﬁtpuf wili be.hi@her thaﬂ fh@ir ah&re in.labour“f0rce, Lmplye-
ing thereby a relatively higher ﬁroducﬁ-pér-work@r in %h@m-  From -

.'Tgble 2ely 1t con be seen that the relative product per worker in the
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primary sector was about half of thot in tho secondory sector and nearly
one third of thot in the tertiary scector. It follows that with a lower
product por worker, average per oaplta income ig also likely 1o be lower

in the ngricultural than in the non-sgricultural sector.

Table 2.71: Relative Sectoral Product Per Worker: All-India (1960/61)

bw-m-ﬂ PG i el et s i T i "y N LN M W 4 AR e i e ol e iesfdtl Bl

L el

Sactar - Productivity
Primm | 0, 71
Secondary 1.41
Tortiaxy 2,03
~All | 1.00

T rF R WA A N TR T YTy

Source: Centre for Development Studies: (1977).

The_low product per worker in agriculture is due portly to the
relativelyplbw'landaman ratio in.rurai_lndia, and, more impartantly, to
the low leﬁel of teahnique-whidh réfléatag in turm, the limited accoss
to modern science and téchﬁnlogy @nd Low lével-of.infrastructurﬂl deve
~ lopment neoeaéary faﬁ thé usé_of improved techniques, 0n ﬁhe othex hand,
ﬁhe nmnwﬁgriaultural sector is spatially cancentrated.in.thejurban aAYGiLE e
It is pﬁaracterizé&'ﬁy'higher cnpital intensive and technologloal.ly
udvangedfﬁio&uctian_un;ts; EHighﬂr oapital_pcr wﬂrker in this ﬂechx -
- would ﬁéﬁﬁ;highéﬁ5&§§ragé Lab owr pfﬂdubtivity'anditolthﬁ sxtent it
uaeajﬁorénékilled ﬁnd:betfer_orgﬁhised-labour, also ahhighep'wﬁgﬁ pér

‘worker,
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Tg.bie 260 shcrw_s o gbriking disgimllarity belween rural and
urban ec{momic 3t:;ucturea in Indin. While 82 per cent of the rural
work force ig employed in 'I:'he primary sector, more than 85 per oent
of the urban work force is employed . in the Eiacomaigr and tertinry
sectors put together. In this r&speaf, the oontrast between oities
(whioh inoludé Bombay, Calcutta, Delhi and Ma.dras) ond. rurol arend
ig even sharper. The fomer,. with eibou't.S?B per cent of their work.
force in the s.ecﬂnclm anﬂ tertiary sector togethex, axe alﬁloat purely
non-—a.ﬂ‘ricultuml in dhﬁ,racter. .While the economic stmcfure of the
non-city urba.n ara"rSis aloser to that of citlos in terms of acctoml
dmtribution Of amplc:;nnen*l:, the domnant mode of produotion is pos-
's:l.bly cloger ’cc: the rwral arcas, there ben.ngrn. ma.rlmclly grea,ter pra-—-
ponderance of -own account worker and a relatively low lovel of sapital
intenglty, .

Table 2. 2 3 Secbc:ra,l Digtribution of Workforge in India —~ 1961
| (:Ln per cent, |

¥ I L A e T

i it sl T

W o, TRl TPl N e ol L WP -l Ry -

Lt e T e Y-l il e ]

Sec*bor'_-. - ~ Primary o secondary _ Tortioxry Total
Rural Indio, . 82,00 8.3 9469 - 100,00
Urban I-ndiﬁ. . 12455 52451 54494 B 100.00
Noiﬁﬂy Jrben 14..27 324 1T 5.1 -95 o | 100,00
Gities 3 . - 1452 24.57 . '74 01 | o 100,00 -
All-_Indﬁ | T2.27 '11.."’0 16 05 SRR _100'.00

iy

m Indina, (1964)



The predominance of nonwagriculturol activitles in the urban
and thot of a,gricilltum,l activities iﬁ the rurr.}.l' arcal, bLalen btogether
with the differentials in their respective net output per worker, makes
for o higher per,-worker income in the urban then in the mlra,l arense
Mig differcnce is only partly offset by differeﬁces in dependency
ratios and by remittonces :E‘_rohl urban to rural arcas. Since nearly
three-fourths of the city workforco ig in the ter*biary sector compaored
to less t_hm ten per ﬁ:ent. in raral areas and the average product per
worker in _tl’lﬁ_-_,jl;g;;c‘him. sector ls nearly three times as high as that
in the_ primaxry sector, differentials iﬁ average income lovels heﬁwe&ﬁ
the citiea.and th.e ;:-tizml. preas 18 1:L1cel3r to be higher than the rural-
ﬁrbm differeﬁtials. By the same argument, the avéﬁmge ingome levels

in the citivs may be expected to be higher thon that in the noneclty

urban region as well. .

- The nature of factors influencing the distribution of personal
| income _Me-alaﬁdiffemnt in mral and uvrban roﬂgic}nﬁ. Brooadly, ‘the

factors determining personal income digtribution are @

i) distribution of wealth (primarily land in rural
areas, and pogslibly other forms of 1lncome carne-

ing ossets in wrban a,rem_s); and

11) aistribution of income from work,



There is evidence to ghow that the diptridbution of wealth is
more skowed in the urbon than in the rural areas. The results of the
 NGAEB Survey (1975/76).0n-"h6usehu1d income ond itz ﬂiﬂpﬂﬂitimnﬁ show
that the Lorenz ratic for household distribution of vioalth we def ined

"':.'-:Js'o include only physical assets viz. stocks of agriculturai assets,
livestock, house propexrty, business ngsets and selectod congumern

. durableg - is 0.639 for rural India:r._and 0.757 for urbon India (NCAER
19803 p 1-29). The i.udlusion.ﬁf finencinl sesets is likely Lo accent-

- uate the diffefenﬂe i‘urﬁher since such agsets are relatively more

important in urban areas and thot too for the ;ﬁichai:- clogscs,

- .I_f- ﬁfe exomine the second and nlujar_fle'tai'minm'b of personal
income distriﬁutiun, that is lab_ﬁur Incomae diﬂtributian, it i8 also
1likely to throw up o sindilar p.ictul?c}. Décmmposi'tic}n anolyais of total
inegquality by factor incqne hag shown wage income ineqguolity to be the
major gOUrce c;f total iﬁéqum;li'by in -dwcﬁloping countrics., This h.{-.“l,ﬂ been
found to be tre in Taiwan (Fei and Romis, 19743 Fei, Ronis and Kuo, 1978 ),
.‘Ll’l Pakiston (Ayub, 1977) and Golombiu,'(lﬂiélds, 1979). Tho results of

Fe:L and Ranls (1_9_74) a6 reproduced in Taoble 2.%.
Table 2;3 Decomposition of XInequality in Taiwan, 1972

L T o L R A L e e eyt et bl A e AL L o ks g, Yo el Pl il - e LT N e e s e i B kil Ly g e e i T P T W W Wi ey W it A i e e - ) 2 WA i i

Woge  Mixed Property  Gifts  Other Total
Tactor Gini  0,2518 0,2968  0.4020  0.3965  9.2925
Foctor Share  0,5620 0,2750 0.0930  0,0460  0,0040  1,0000
Factor inequa- o | I
Lity welght 0.5.1.87__ 0.2882 0.13%22 0.,0584 0,0024 - 11,0000

el

R oS, Tl e S ot S bl

Sources Pei and Ranis _('1974)
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lLabolr carnings diptribution is iikely to be relntively more
équal' in the mral areas thon in the urbgi’l'becauﬁe there is efbeasg
i—_ﬂ;bour, and .skill and educational differentials are molatively legs
Eiompar@d to the urban arens, Further, the rurnl lobour nnrket is
laxgely homogenous and informnl in charactern, wh_ile the urban one le
charaoterized by dualism, The rluﬂimm ig bétwaan the fommal (--::s:n mm’lmm)
cs.ncl tho J,nfoma.l (or tmﬂitionaﬂ.) scobor, The term formal sector is uﬂad
to refer to ”i.hct,t pzmrt of the lwbmr ma:is'lca-:«t whom {zmluloymnt is conbroo—
*L'ual,.- regula.r a.ncl'protec'bad, entry in ras‘trio'hed, _mld jpmrluation s .
em.rriud un ) 1@3‘:@@ soale with capltal~intensive techniques, ruqulring
;;r:i.ined 1a.b0v:r: force" (Internationql Labour O'cm,nlm'biun, 1972)., The
imﬁf‘omml gsector, on the other haond, i character. zad by "freo c-e.»ntx.'y. into
the lu,bcm:- marlcet, amall scale of Gprsrab_q.on, labour-intengive ‘Gﬂc:hniquuﬂ,

pelfw-enployment and unregulated markets? (Inbernational Lobour Organizo~

tiony 1972)s

It may be. pon.nted c:ut thutl one of ‘the f‘acbo:cs odusing clur:ulism
iﬁ thé urban lcnbdurlma.rke*b is tha- skewed ﬁsset digtr L‘Du’cmn pﬂ.tte:m |
1tﬁeli‘ Acaesa to higher Erducublon, ﬁl{ills and c:u.pi'hal all -:::f which
hnve o ]_Jowerful inf luence on tho le.,vel of incmaa 1.~rh.uch ::}n-inrliv:l.duul md'
nerbers of his faully con earn, are omciﬂ.lly c‘lependonl. on. *hhe initial
income and wez:n.l'bh pmsn:bion of 'tl‘lﬁ household. The; J:::.chmr the hougehold,
graater are its c.hancas of helng o,blu 10 taka a,dmntq,ga of remuneﬁative
invegtnent eppo:r-tun:l.’ﬁifz (by virtuca of itﬁ msy' mc}eaﬁ to i.hc: ca,pital

arkeb) and. of its youngnr momberﬂ Jco reacezive h:.l.ghar uﬂum’cion. Sinqe.

entering the i."c:_rmal gsector ag en‘brcapm_meurﬂ woulo., be beyond- thelr means
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and entry as skilled workers would be beyond theilr education and gkille,
those with little Gi' no property to begin with md/or a rolatively low
level of income are forced to toke up lower—pald occupoations- or sot up

small enterprises in the informal sector.

The fr::rnial and informal sectors differ in -termﬂ:of coplitol -
both humon and physicald — intensity, oxxl hence, lobour ijroduc'l:ivit;gr,
wages and eﬁrnings._ Wage'i:fzites are likely to be highar in the formal
thon in the infor_mﬂ.l_f ,s-'e_ctor not only because 1ﬂ,b.0m:* productivity in
tho £ ormer iahlghor but ala_m because its laobour is effectively unionimﬂ
i andmlmnumwaga - iﬁtes andd _erltéing _ﬁondi*tic:-na aro er.foroed by daw. Thoe
| J.nfoma.l E!é.f.;:'b.ﬁr, by confmsf, uses lowern 'ﬂ.wal_ nﬁf .'té'ohniquaﬂ, 1ts labour

force is less skillecl, and workers do not have legal sanotion or union

pressure with regard to wages and working conditiong,

The diaaﬂvmtngema'pos_ition of the in;r;‘ama,l sector is further
| aggrdvgted whén thrar.e a,re 1'101; enough Jjobs to go around, It is oven

: suggested (I"'a.zumdar, 1976) that differentials in average wage sarnlngs

_‘W’lll be hlghe:c than the dlffcerent:l.als in average woge rotes between the
- two sectors. FGI‘; unlike in the f-c;:r:mal scctor, emplomnent in the
informal sector ig irregula.r'ancl heﬂce "is characterized by #urio,blﬂ

hoors of work. we'r é. p-eriod of time (ﬂayg ) weal#:)” (I"l&zunﬂm?, 1976

- p 656), ﬂltogether, wﬂrkera 11'1 the infonml suctor and thelr faﬁiliua

| .; are likely %o figure more prom:-.ncntly in the 10war end of the urban

_- :ancm:le cllstrlbutlcn becﬁmﬂe
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i) the proportion of tobal urban nspeb inconc ncorulng

_IJG'{:': this sector is likcly to be wmnlly

ii) overonge income is lower than that in the fopmal

aoctor,

Marther, the distribution of incomes wlthin the formnl o
informal sectors are likely to diffor. The assot digtribution patlexn
in the formal sector is likely to be more skewed than in thoe Infomanl
séctor', if only bécmse thé.-re ig go little capltal being wacd in tho
lottere MGI‘EQVE’I': the akill :1iffemntia1. in the infa:r:mal peoton Lo
mu;__:h_ w:l.ﬂ-erthcm ll’l the informal EE}Q'IJ or and congequently, <Llfarentlaly

:Ln i.-;agés'zmd salarics in the former are also likely to be relativoly

higher, On the other hand, in the informal sector

i) asset a8 o source of income incguolity o relativaly
less ilmportant (since, ag already mtoted, the proe
-portion of total Wrban aseet income accruing Lo thie

séﬁ‘ter-is lil-:‘.ely t0 be small).

ii)  ite labour force, consisting mainly two Lroad
groups of wmrlc&rm -
a) Self-cnployed, oy (b) wage labourors, aro

mich less haterogencms in terma of skillgs and

- lll)bulk of the activities in this seotor are c:c:11f1uo’t:cad.
ona small scale, involving highly labour-intensive

- téQhﬁiQHeS-
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The cumula,tiﬁe effoct of the ghove dlfferonces wauld be that
digporities in lncome distribution wi.'l:hin the formnl acctor would be
‘higher than that in the informal ono. If thig ig taee, one should oxpoot
the relﬁtiva si?:.elsl of the farmal and informal seoclbors to provide o
'_'-clue 0 sectoral vdriationa- in income diatribu*biom, overall inconoe

| inequality being positively correlated with the relativo sizo of the

fornal sector {(in terms of proportion of _labour force el'a}:-loyﬂrl).

When it comes 0 imeamrement, we do _nf::r"l: have dote d*‘}lﬂp%‘mblﬂ

to the concepts adopted by the ILO, Howover, £ on prmo'ticr:r.l L DORGH,
we define the :E‘c}:t:mm,l seotor to. include all those non~agriowltural
. eem‘bllskunentswn.th more than ten workers, The Indian Cengus (1974)
_prwiﬂ.;éf ci'atu,"dri this., We measure tho relative :zzi_.zel of 'hhelfaxﬂml
sector by the proportion of “boiljb,l wmrkferce enployed in non-agrel culbural
&stmblis}nnentﬂ with more thon 10 workers, From tnble 2.44.111 om be
seen that the formal gector is virtually non~existent .Lrl rwenl Indd.oy
where only 2,4 per cent of the total wmr_lcfo:t:fc@ 1 e r::mplmycaad. in the
ﬁ_ﬂné-_agrithltura,l fomal sector. On the other hoaxd, 29 per cent of
_"bll‘la.'_ u:r:-ban mrkf__.-::irg'e ::mﬂ 45 p_ei' ﬁen'b of the city vork force is employed
in the__ngnfqgriqultural __fo:r:m-s,.ll__ BeCclor.
Table 2,4 s Percentage of Total, -W'Grltforce lﬁnpidyéd inhfhc: h

Non-agricultural Betablighments with more than
10 workers (197’1)

Y A e, gkl TN 4. AL

Arieainl - st o Bl

_ Sector N S Parcentage
Bural Inila | _- o 2441
Urban Tmdia - 29,40
Ntax;.-Gity; Urban India o - 26,05 .
Cities 45,01

‘Sources Indin

9725 and 19775
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The rankings of the mral reg icm, non~city urban reglon and

-_t‘he cities in terms of the relatlve size of the non~nard.oalturnl i‘amul
s‘é'ofor will not _ﬂi‘bie:r:- even if we oonsider all activities (incInding
a,gricﬁlmre) becouge almost 81l (99 pex cent) the agricvltural work

force is employed in 'bhe informal sector(Plomming Cormisaion, 197038, 8%). Since
the extent of income ineqﬁali‘ty 1s ¢xpected 0 bé posltively correloted

with the relative mize of the formal e;ec.tar wve would expect inoconme

inequality %o be higher in the urban ml'nonacity urban than in the

 rural re}gion' and étill higher in the cities th:m in the urbon ond

non~city urban regions,

2e3 H Income gnd .Inegu_gg_,_:_i,_tg Tiencls ﬁgm |

A proper step in ‘bhe'.dnalyﬂ:l._s of 'L'renci }Jehawlribur of incoue '
levels and inuqu&litieﬂ-seems. t‘o Pe o gtudy of tenporal changoes in
EGGnomic.atﬁctures, defined in texms of (r;.-conom:‘i.c.) gactoral i:liaﬁ-l
tribution of "wdrkf_d_rce arid output e ..ﬂ.ﬂ .mgwla tho digtribution of
ﬁdrkfcrrcég ‘we are hmﬁpérr‘ﬁ. in. our E}ffﬂrt'by the £net that the Coensus
a efinltlons. Gf woi*k-—faroe {.u:'e nm’t strlotly compfumble overn ‘the yewrﬁ. |
The 1951 census olossified the workﬁrfa, on the ‘basis Gf 'l:«h@ gn“l.nful .
'amploment apprm_oh, 11:1‘50 (3_) ﬂelf-sulnporting* 13:@:1:'301153 (ii) mrning
| riegcmdents; oand - (J.ii) non--cwmln.g dependents. : 111'1-:-3 1961 Gﬂnﬂuﬂv
. on the other ha.nd, adapl:ad l:ha 1a.bcmr fﬂma a];proaoh und

clﬂsmi‘wd a. PEI‘SC}]’I e 'm:n |-<nr' r:m nan-warker.. In ter:l:-ma of the 1951
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concepts, the 1961 concept of workers lncluded self-supporting perﬁﬂﬁﬁ,
earning dependent and also a part of nonwe&rning4deyenﬂant vho, though
did not eamm any incomé,.partioipated in gome eoonouic aativity. The
1971 census, on the other-hand,.adopﬁéd thé game two-fold clapgliioaw-

- tioﬁ_' of the 196'1 c:ensﬁs but ﬁﬁed 'main'.activity of the person as the
hagie for alassificationJ Thag, it éxoluded'all those who did not have
a main éctivity even though'theyfhad other gubsidiary activities, Thig
reaulted.mainly in the éxclusion of a pigmificant subset of the women
workforca, who_parfiQipafea in agricultural arihauaehold aconomi.o
activity.wit@§§F a main aoﬁivity. Because of this, it is held (Rao,

1285)Pth§? thE}E5tim3tEE of male workforce only are compaveble

Tahle 2.5 shows almost o retrogression in the econoinic gtroture of
India, with the primary sector gaining its share and the secondary end

tertiary sectors loging their share of labour force.

Table 2.5 Sectoral Dlﬁtrlbu‘tiﬂn of Male ‘.*I{}:clce:r:a
- - (in per oenL) |

| Seqtﬁff  - J  Lﬂtrlbution of male -
e "'"195"“'1“'""'“"““" ToeT '!'“ 1975:!%'"'
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-~ The mame piloture ig revealed when we conaider the dlstribution
of total workforce gscross scctors. The C350 hng roconsbructed ocensus

e's't-i.mntes Gf-lwork] force for 1967 and 1971 on a comparable basis, 'The

cotl'f\
- 030's indices Df workf orce growtn for 1971 m 1961 as bage are 109,96

for total workers, 109,06 for the pr:l.mamy seotor, 107,77 for the 8000

ndary and 109,37 for the tertiory sectors, Theme indices would imply

o more or less constancy in the sectoral distribution of workforce,

The Natiomil Agoounts dStatistica on outpity however, produce
ﬁdifferant -pi"ﬁ'bu'-ré._ They show an ilmprovement in the output El‘lal‘fh
."-'o:.f‘ the Eeeondm .and tertiary sectors and g debteriovation in that af
) ':the prlmary Bec'tar._ These dato are produced in tuble 240, Thig finde

ing is in line with the experience of the developed countricem.
Table 2,6 3 Bectoral Share in NDP

. Loy S TR mwlﬂ-—-““-w‘”-ﬂih L m-:ﬂu.-.-h g el hedsl Je Uy gy gy W Rl * W | el uk g el el b, i g gl il el

Sector _ 1950/51 _ 1960/61 1970/71
C Pmmary 5613 51,23 44467
- Secondaxry  17.25 20,12 22.86

. _'['1‘18 dma preﬂentod :Ln Tmblea 2..5 z:ms:l 2 6 togabhar
:mely thu.t bhe producztj vity level ir1 tha prlmﬂ.ry ﬂeotar ;Ln

| rala.tmnthm :Lnfhtm Ec*ccmdmrr 'md tertlo.rv 5501?01?3 hos
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décreﬁsed over ‘the yéara.'_ Thig wm_ld. also inply a relatively Xaster
increage in average m.com-:aﬁ in 'bhc-:a. non-prinary seotors, Glven the
i&rgely non-primary character of the urban areas, this would lmply e
rélatively faster increase in per capitsa inooln_@a of the: urbon areas
and eities and a widening m_ml——urban_mid rural-city and oL bty--non--

city urbon disparities in income levels.

Coming lt_o the determinants of income inequality, let us look
at the mfal sector firéf. The maral land digtribwbtion patteim hnd
remained vi_:t:"t'ub_liy. th-e- EF!IHG during the period 19.60/61 to 1971/72. The.
J.neq_ua.liby, "LE measured by the Lorenz rotio, in the houwgehold 1.digw-
ﬁ’srlbutmn c:rf opemtional land, holdlngs in mra,l Indlo hed reglsterecd o
decline from 0,693 in 1960/61 0 0.616 in 197'1/'72. The share in total
operational holdingg of the tqp_ decila househelds hod deoolined slightly
f rom 54 pér cent to oround 52 per coent clurii-'ig the periciﬂ.? Howevern, .
-there'- had been a 'phemqlem,l'grow'th in the pcipu_ltvbion of woge lobourers
in ru.ml areas; The Bural Lobour thuiry reports .show that betwoen
--1964/65 a,nd 1974/75 whllcz 'total rarol lwuﬂeholda inc:re aed from 70,39
.mllllﬂﬂ 't:c:r 82 08 i. Go by 17 pcr Of:'l'l't l:lle :rurrtl Labour limﬂelwlds
increased from '17 84 m.llmn to 24.83 nillion i.e. by &J:ounrl 39 per

cent and the mgmoultur 1 l:r.bcrur houaehalde inoraamd fxom 15429 milliﬂn

tc: 20 74 mlllion i..e. by maund 36 por cent., Mo:r:re im_portant of all,

b T i Bt it Al e - Ml U e g A i gl il

HWIWFHJ-—‘M = WETN

2 Thess estimates ave fros WSSO (1970) and NS8O (1975)
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they show an increase in the nﬁmber of wag;é saxners from 35,32 million

t.c- 54,463 ini_llion i.0e by oround 55 per cent (Planning Comlsaion, 1978)..

The Rural Lm,b_ou:r- Bnquiry also EI}.’J.';Z}WB_ o decline In irrl:lens:i.'l:y Of enployw

. ment - as defined by full days of employment - in xuxal nrens. I

is_ found that the eétirﬁa.tetl number of full c"tay of employment of ren,

wameﬁ a,ﬁrl ciﬁildren in all m‘begc&riés of hougeholds haove declined frﬂm.

2"{7 to 250, 199 to 184 and 265 +0 254 regpectively bobween 19’64/65 & 1974/75
'(Ind,iﬂ,, 1979){. I_'b h'aﬂ?_.ﬁisa been found that the benefits of publio
-.eatpendifure- on develapmen't projects have acerucd .larﬂﬁly to the
_a.fflufant classes of the rural socle 2By (irupl,::}., 1978° Roaon, 1967 )+
'All thcse f%otmr&, couplod with tha i‘cmt that aboult one~third of xural

'-..i.pwerty id accounted for by agricu-ltuml lobourers (Minhag, 1970),

.I would, in the context of slow growth, imply an incremeing trend in

Indian mral poverty and ineguality,

As regards the urban arerz, there ia ample wicirame 0 suggest
th&t the growth in employment _oppor’tﬁn_i'biﬁa hos not buen commensurate
_".:._With | 13119 incli‘edslé.inz. ui'bm labour force., The investmeont in the orga.-
-nlsed. Eeclta:c of the economy secms to hove been concentr -3,Lod in .
_--cﬂ,pl'ts,l J.nteneaive fc}mﬂ. J}Ll:t:-:l.ng thca periorl 1961 to 1976 in the modern.
fc:,ctm:-z,r geoctor, whlle invcsbment aXeld ouﬁput imwmed b;_f,r 159 par aan*l;
and 169 per. cent rﬁspectwelyl, emjalcmueht inc:renmed by 71 pexr c&nt
only (Pl:mnm@, G:amminmon, 19(8, P El2). Of ’ohe mmual aiditior to
the 1c1.b011:c' foraa Ain i“ha e:“cnlomy 1,.1,; EL Whﬂle, Dnly 11 por cens iE; balﬁg

.'ourrently nbf;c::r'bcc':l Il , Ilm JElJ:ﬂ.ml Eaeotar (Plamling Comnu.salon, 1978, p 8%).
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The percentoge of ilinemployed in -bhe"hc’:i-l:u.i urban mrltfome hag lnereaped
; ; L | .. 7 . | ‘

from 2435 in 1960/61 to 6463 in 1972/737. Altogether,; an inorsasingly

larger section of the urban workforece has come t0 devend on the informal

sector for its livelihood.

The Wotional Accounts Stotistice also throws up o ploture of
increaéing NibP share for 'bhe orgmised' sector (See Toble 2,7).  On the
| *.whoxlg,_ the c:rganimd sector, while increasing ite relative shore of
NJJP,.'seema to have 'shrﬁ'rﬂ{:_in texms of propur*l:ion of workferce. The

unorganized, on the . other lha'n;i, has 'eﬂla:ﬁgﬁd ite mizo-in tvarms of pio-

'p_c);;;-tipri '@:;f_ﬁ'.-rorkfé#qe but -accounta foxr o deorensed shore of NDP, Thus,
tﬂhe '.éb'sér;r'éd: gfovrbh pottern SEéuls tcﬁ be a combination of modem secton
enrichment ond traditional sector énlargamen'b. With 2 comparatively
slower rate of growfh of income but foster rabe of growth of workforoe,
aversge ex_:mrnings_ in the informal a.ec*bor are likely to have follen, On

the other hand, with a relotively faster growth of income but slower

: m_’c_:e .pf g:pwth of 'wo:r:kffﬁme', average earnings in the fomual sac'toi- o

WUlllfl h:LVE -in_cre'aﬁ ad..

TRPNESATY RN R Al b Ml g et M R A 0 A5 i BBt 1 W 4 et o gt i By -l = e W, i

3, These estinatos m‘e from Hopen (19'79). -
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T&ble 2.7 ¢ Relntive Shores of Orgonized and Unoxpgonduzod Seators

in Indio.

. | . Pmrcwn'bgﬂn shara ir.r. NDP e
Poriod - Orgonizned 1.1L1c::urmmimr:1
1960/61 to 1964/65 28,19 71 . 81
1965/66 %o 1969/70 ~  31.50 68,50
1970/71 to 1974/75 52,60 57440
1975/76 to 1979/80 55029 6471

- aale o e SV . el N, T B Vil A A e A e I ey W g B L el B ) e bl s B B B By Wt = it 1o T - G i By [yl il ety e - g 4 i

e, P, AL e 1 M T i L A L b

'M& » Rao (198%).
Note;n— Tor the Cs0 cﬁnaeptﬂ of formal and informal secotors, See
~ Rao (1983, p.11). '

- Studicg, however, hove fshmm thot roal wm,gs.-:.ﬁ of employous
in the formal soctor have been "either ﬂtn.gg:tmn*t__ or declining’® - -
(Venkm’mrmna.iah,. 1978*- P 142) at a time 1.-111@1'1' pap capit& raul incomo -_
h“LS 1ncren.scd *fc o rate of one por c.:::rnt Der annunm during 1961/1975.
1t has ﬂlso bcen shown that butweon 1961 and 1975, when por capita renl
'llncme J.mreaas{,d by ".8 DAL cent 'the avoroge reol Eiaﬂ"l'lll'l“‘ﬂ of fﬁ.aLG:r.'y
employéés lHGI'E"LSEHd b'y 4l méro three pexr cent (Venl-:al.::.m 114:11:1.1,; 1978;

13 138) Thqt- would suggest o sa:l.tuatmn whrnm mah G:E' "ahe incrmaaa
in outpat hove been appmpriateﬂ. by the non-wage mmer Glasﬂuﬂ,
especlally claﬂses who Owﬂ or contral mpitnl. | Mhig wc:ruld implv o
determmtion in income dlatribwbmn w:i.’ohin the .E‘nrmo.l EEG'IJDI.‘. 0:_1.
_t’ne vfrmle, l:he di :pruparti:m.nte rates of.‘ grc:-wth o:ﬁ‘ tmb]:ut a.nd e*nplc::y-—-

_*ment in thc: i‘orma,l and :Lnfurmmi f;ootors Pﬂil‘l‘h tm
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i) a widening of ﬁlis:pﬁri*biu:ﬁ bebweon average rel
carnings in the two sectorss
id) the worsening income clisrlsribu'.hion within the formal
- gegtbor iﬁself;_ﬂnﬂ
1ii)} worsening of th_a _diﬂﬁribukl:ioﬂ of yr%;caa and B:‘J.fl_m.r_y'

incomes in the urban sectors

Siﬁce income and weolth ore positively correlated and hove
mutmlly relm"orc:l.ng affec‘bﬁ on each mhw, a worgening Zlm.bou'r income
' d.latrlbutmﬁ ig likely 'tq :;,Gcerl'l:uaﬁe tha skevnoss in the initiol
| ﬁméﬁét d-iat‘r’i"t}m;im .;!.Tur'btmr and hence, the overall inocome dilatribution

The fact that pmpulm"l;ion -vs well ns owtput have grown at o
mu.ch f_mtér rate in the urban than in the rroel sector, then togerker
.r:‘i:th. the du:nlism in the ﬁrbgm lobour merket ond i‘ba implicntibnﬂ fox
beha,viour of income dlstmbution over time, would jmply a) relatively
fr.xster :1.nc:rm,sa in ineq_unli by in income dlﬂLribution in tho urban
thm J.n ’cll'lal ruré.l aector.' lTilrthar, w:a have plso ﬁeén thot dualiﬂm in
the lﬂbm @ﬁmt ia mOXe p:conaunced in the clties, whewe ﬁhﬂut holf
of thrse lnbour force ig in th:_:a-far_ma.l seoton, '-Eharefore, inequalities
‘might hove woramried .z_:::_b Q;-a't':ill faﬂtér rate in the oitles than in the

--'_'urbml__ EQQt_ﬁ;’.‘- o8 o whole,
2.1-4-" Sumfl.ﬂg"ua
B | 'I&ms, G’LIJ lE}EILUII--‘IJi.He z:m*ulyﬂis of differenaea in

.'..BQGI'J.D]ZIIJ.C structw I'E’. .,1| ] I:F' rowth E:hOW‘S that" o



_i) mrsl-urbon and ¢ity.non-clity uwirbnm digpordtles

in income levels might have incrensed over time,

ii)-income ineQualitieﬂ are likely ©o have incrensed.
lrelakively fopter in the urban than in the rural
areag, in the'citi@s thon in the non-olty urban

O.rC08,

iii) henae,;@vérall'ingama ineQaality might hove ince
reaﬂed, ':r:eaulting in the operation of the firgt

| k;.ii;iﬁhﬂﬂé.ﬂf the Kuznet's invertoed.U Hypothesis,

The preﬁedihg.ﬂnalyaia, however, is pubjeoct to cexinln quali-
fications. 1t moy be noted %hatimost of our observations above arse
not subatantiﬁted by direct evidences. Insbead, thoy are in %ie

_ngfura of statémEﬁﬁa'mﬂde on the basis of indirect and Lragment axy
_évidénges usipg 1argely the insights provided;by earlier Htudiué-
' £3%°it5§'#?ﬁﬁ@i¢ﬁ;ﬂfithe inqoﬁe'diﬁtrihﬁtian behﬁﬂiﬁur. To thot
extent, wa m:e on a w&ctlg'_foc:ét ing ;md honoce the need for a nore

scientific appraﬁéh..



Chaptexr 3

THE NATURYE OF DATA BASE

3,1 Introduction

TR LT R

The preeent'etudy is beeed:meinly on the National Sample durvey

(NsS, data on ceneumptieﬂ distribution. The NoS enguiries on een.eump—u
tion have provided the data base foxr much of the epplied econometric
work in India dﬁriﬁé'the'peetmindeﬁendenee period, Its suitability
for reeeereheeﬁ various aspects of consumer behaviour has been due

| pa?tiy'te.theewide-eeverege of variour asgpects en&lpertly to the com-

| pe.re,billty ef,-'eeneep'te over time and acroms myrca. Accordingly, it hag
j.-beeneeeed:te study such various issues ast
1) ehenging'eeneumpfien patterns,

1i) 1nterereglenel variations in levels of living; and

iii) extent of, and trends in inequellty in levels of living,
peverty incidence, etc, in ruxal and urban India,

-HeWever, ﬁhe dete came to be questioned whenever the findings
e;baeed on it dieagreed elﬁher with one's awpqﬁggﬁ exPeetetLene or with
._ﬁheefﬁndengegbeeed.en effleiel'eveilebility'figuree¢ Fer insgtance,

| Daﬁdekef and Rath (1971) found it incredible that the NSS eeneumptien
eetimete should show e-deeline ef'B.l per cent in l967~68 ever'1960~61.
..Othere heve also exPreeeed their doubts ebeut the velidity of ‘the KSS
_-eetlmetee en eﬁher eceeeieme.- But it mey be’ neﬁed ﬁhet mueh ef ‘the

) 'miegivmee .:Lbeut thc :nr: lia,b ilty ef ‘hhe DISS .ee’aim,tee ha.e e'h enmecl fron

.ethelr disagreement wnth the eerreepending eggregates derived frqm the
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Oentrai Statistical.Organisation's_{GSD) National Accounts Statlstlcs.,
Therefore, it would be pertinent to amkt How far such compa risons
between the NSS and CS0 estimates are valid? Does thore exlst any
other basis for the kind of doubts éenerally'expreaﬁed about the row
liability of NSS éstimates? In this chapter, we addresg ourgelves to
thege two specific questions} In Sedtion 3.2y we briefly mention
the.natufe of diaagréemEHt_observed between the Nod and €50 estimates
of certain items of cﬁnsumptian. In Section 3.3, we examine the
GGHCEptual aﬁd methodﬁlogioal differencea underlying these estimates
- and thelr compérabillty¢ Section'5,4 18 devofed_tﬂ a diﬁcuﬂﬁicn of
I:the pasalble sources of bias in Nb'restimatas. Sadﬁicn 3.5 discugses

the welfare implications of NSS method mf valuation, The final Seotion

sunmarises our main conclusions.,

3.2 NS5 and GBO Hstimataes

gt . LI PR Lty T

How to make any Judgment &bout the degrec of biaﬂ, if it exlsts,
~ in ﬁhe ESS data? To anawer-ﬁhis question, cmmparativo gbudies of

the NSS and GSO estimates of aggragate and lt@MFWiEG consumption have
been made.(K&naal, 1965,LMukharJeu? 1972“ Mukherjee &nd Ghatturji 1972
S:inivﬁsang_gjmgL,'l974p Mukhexjee and Seha, 1981, Ghmtterjae, 198?,
 R0yg 1985). Most of these studiﬁs are baaad on Gcmpariaons only for

‘a few years and they reveal tha following features.

. :L) Mlﬂmeraee (19’(2) fomd fthat thu CSD e:rstim-«tc,a aghow o lmger aha:r:e
"ef serv1cea and a lmwer Share af fnodgraina and. the NSS eatimatea ahaw .

b3 1&rgﬁr share ef fwodgralns and a lawer share af aervices. |
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| 14) Srinivasanlﬁgmgg_(l974) found agreement betwsen the two
estimates &b the,aggregate level during 1954455 te 1962-63 't dilffeo~
vences thersafter. They found the NS esfimate to be consistently
'below the CS0 aatimate. They also found ﬁubﬂtantial differxencas

with respecﬁ t0 1evels and. trenda between the two estimates when the

camparisons are made at the diﬂaggregated level.

111) Studies like Mukherjee and Chattexjee (1972) and Mukherjee
- and Saha (1981 ) found the two estimates bo agree failrly well in ﬁhe

 ¢¢5@ of aggregate exPendlture.

;_iv)_Rbyﬁ(l985) compared the NSS and G50 estimetes for the years

. EéfﬁééﬁiiQEﬁéﬁi_and 1975~74 a2t current prices for the Lfollowing ten
item groups

1) Uereals and cereal Eubﬂtitutes
id ) Milk and millk ptaductﬁ
1ii)} Edible oils
iv) Meat, egg and fish
v) bugar
vi} Other food
- vii) Clothing
- ix} Other non~food
x;-All food

"ﬁﬁfgﬂﬁﬁygfdund ﬁhe perocentage dlﬂcrepanciea betwaen the bwr eati
| -matea to fluctuate Widely for many ltem groupe over the purimd of Etudy.

Gontrary to Brinivagan et al k1974), hﬁ found ﬁhat ﬁhe two seriea M

e oW TR TR g

_unliarmly'oloﬂcst together i the 0ase of'milk anﬂ milk produmta'
'-Thay ara alﬁo faund to be alose fom 'mﬂaﬁ, fiah and eggﬂ" and for

-other foad ltema. The NS‘ uatimatea @f sugar and edible ﬂilﬂ a1 iound_

te bo far-smallﬁr ﬂhau %hu OSO estimateﬁ and far highﬁrf_in the case of_-
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cereals and cereai éubafitutus. Ag regerds tho non-food items, tho
NSH egtimates are higher for fuel and light and lowexr for clothing
ahd other non~food itéma. .

In order to get a élear.piotura about the nature of agreement
between the two estimétes, we reproduce below the comparative study
made by Mukherjee and Saha.(l981). .

| Table LPRE- Gﬁnaistency of §Fficial Metimytes of Private
Congumption Fxkpenddifure

 Private oansumntlﬂn at current (NSSHOfficial)
- _ErEEEE“LEE;EQQﬂEEEEEEJ _______ ag per ocent of
Year ~ N8S oombined Officodal official Comnonts
- 'sample ogbtimate

1954-55

81.5

81,1

0,25

Home oconsump-
tion valued
at rovkall

| | 3
mﬂ—ﬂma*mm ~ X '“_...__.0 & q_,._ e margs

19565~56 85,6 82,2 - 4.26
1956=57 93,0 95.2 (- -) 2,31
1957-58 . - 99,0 98,4 0,61
1958-59 109.6 109.5 0.09
1959-60 113.8 110,2 3. 27
196061 121.6 119.5 1.76.
1961=62 . 128.0 124.8 2,56
1962~63 1341 1%1,3 2,13
1963-64 142,0 146.3 2,94
1964~65 163,0 174.6 6,5% Integrated
1965~66 1755 184.4 | 4.83 achadule
1966-67 19%,8 216,5 10,48 -
196768 219, 3% 961.5 16.1.4 o
1968-69 229,92 261.9 12.49 L

- 1969-70

197074

- 1971F72ﬁ#ﬁ¢5ﬁ

1972-73 ..
1973~ 74 |
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thherjée and S&ha.(l981) esﬁimat@ﬁ'are at current pridam. I
would be of interest to examine.the behaviour of the two estlnates
at constant prices. Accoxdingly, we compare.ﬁh@ NSH and 50 emtimatos
~ for the period 196162 to l97§~74 at 1961-62 prices. The NSS esgtimatos
'fur the all Indi# canéﬁmptian'figures arc obtained by using the respec—
tive rural and, urban’poPulatiﬂna—u interpolated for the inteir-census
years —- as'weights.. The{deflater for arriving at NSS Qatimmte'ﬁt
1961-62 prices is conétﬁﬁeted.as per the methodology given by Saation
4.2 in Ghaptef 4; 5Thé_CSO estimates are from 050 (l976)_and have
been derivEdfﬁéiﬂg;the Nﬂfianal-lnoomé Deflator. The two estimates

~ Table 3.2: NS5 and CSO Betimates of Monthly Bex Gapita CGonsumption
R (at 196162 prices,;s Indie (1961-62 4o 1973-74)

C80 emtimate as per cent of

. . .
1 .. _ A [ 1 . o I I RN P
. : " L

T ) . . H . -, DR . CE—-— -
. - A .o - - . - L e T T A TR L T IR - sty
1t e i RN i ] O
- ' - T " !

Year | CS0 NSS NSS estimate
1961~62 23,70 2%, 37 101,41
- 1962-63% 23,65 — e
1963-64 - 23.80 22,09 107.74
. 1964-65 0 25,44 22,43 115,42
1666 230 2208 109.56
196667  24.55  21.33 115,14
1967-68 . 25.6% 20,39 125.70
- 1968-69 26418 21,22 123,09
- 1969-T70" 26, 3% 21451 122,69
1970-71 27 L 2L AT 126.27
- L971-T2 26,85 - -
1972-73 25,87 25,05 - dle.23
197374 26448 0 ©5.33 - A13.54
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From the table given above, it can be suen that the NS estimate
of per capita consumption has been consigtently below the officdal
estimate, Begides,; the two estimates'alsb differ with respoct ‘to
 dimoectim and extent of change in cdnsumptian. While, broadly speake-
ing; the NSS shows a'decliﬁe in consumption during 196162 to 1.967-68
and & recovery thereafte&,,the C80 shows a more than 10 per cent
increase in conﬂumptidn during the peried (1961-62 to 1973-74) as &
‘whole. The extent of divergence between the two estimates had been

increasing till 1968-_-,59. We find closer agreement between the *Hwo

estimatea farzthellast two years,

| 3 3 ]{'&lldi__m_ of NSS-OSO Comparison

F I T R T Ny S T TR L R

| ;.It is precisely the kind of inferences flcwing from exerclses
of the above type that have led to doubts being cest on the reliability
of NSS egtimates. However, before investing such findings witn any
degree df credibility we have to examine the valldity of sguch. compani-~
song, . But it appears that there are naither'canoeptual ﬁbr methodo~
llogigal'grougda thatﬁwould_validate_thé kind of exérciaes carried out

- in the preceding Sootion,

. :Thé'ﬁwﬁ o8 timates have one common meeting ground., Bath'af
'them_are, in some gense, estimates of BOMe unknown parametaﬁé. IBut
the population parameters whioh'tﬁey:seekgﬁe’esﬁimafe are not fhé BAMO
-'oondeptﬁallya | B - -

i) Tha]ﬂ BEQRH tm.adtimate all expenditurﬁ iﬁcﬁrred by the

hausahmld aewtm| |;slzutwair towarda nﬂnwproduﬂﬁive purpoﬁeﬁ. It

. %ncludes even (IR u;lton u|t af1ham@~gromn,praduaapﬁgiftﬁ, laans, Gtﬂ¢



ii) The 0SO estimate, in addition, includes {(n) consumption
af p:ivate non~profit insgtitutions, and (b) imputed values of rantals
_'inlowner_ocouPied.hDuﬁes.

. Thus, by definition, NS5 - attempts to eapture only a pant
of the CSO magnitude,

The two estimates,lookﬁéll.the more-incoﬁparable when{mne gbanrts
examining the'underlying:méthodological differénces.

1) The CSO eétiméte_is what is called the 'Residue Estimate
derived from the.nafieﬂal'income statistics, while the NSS ie a dixect
estimaté.  Henﬁe;-the-way'the national income figuraé are arrived at
"'assuﬁeé:épséiﬁlséigﬁificance in this cmntﬂxf. A pignificant part of

 the.natiuna1 income is estimated in an arbitraxy fashion. IFor any
year, only about 60 per cent of the Not Domestic Product is watimated
- using direct information relatirg to that year \Mukherjee, 1972 Aleo
see; 050, 1980), The remainder ilg based On:extrapolatioh from
péﬂt values., .

-Th?;ﬁay agmicﬁltural production ls estimated is of partioular

o  reIevanﬂé-ih'£hia;céntéxﬁ since food consumption accounts for ﬁor@-
"fhaﬂ'twﬁffhiiﬁﬂ-af the average Indian cansumption baakat; Mukhex jeo
(1972; points out that r@gular annual data for purpoﬂuﬂ of ﬁubpuﬁuaatin

mation are available only for imp-rtant arnps. aﬂbcut onﬁ-ﬁhird of
 the tatal agricultural ouﬁput is estimate& using indiroct infommatian.l
:.Cﬁmlng to estlmatlﬂn of”valua of output ona is nat really sure hDW‘
,_'rellablc and reprw”ﬁlt tlve are the priee &verages._Finally, n&t GUiﬂ

“ <:Dut 15 arrxved ut HHLﬂy <9mt 1nfﬂmmati@n which agaln, has & vemy weak
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basis. Betimetes of output of milk and milk produets arxe also not

done using current information. Much of 1t is done using some extra~
polated figures. The same has been found to be true with many ether
sectors characterised by the prevalence of the informal sector render
ing collection of reliable information quite diffiocult. For moat of
these secﬁars Eutput estimates ane based on conjectures rather than

on any valid sdientific prﬂﬁedure* Murther, data foxr the foxmal mcetor
may be affected by under-reporting., It 1s frﬁm.ﬂuﬁh a got that the

CSO estiméte of consﬁmption is derived. Compared to thisg, tha NbG

estimates based'mﬁ solentific data colleetion procedurecs, stands way

ii)"qe NoS in fact, uses a different notion of oﬁnaumptian:
(a) For it, consumption refers to non-productive cxpenditure inoarred
by the houschold during ﬁﬁe refurvnee period of 30 daye preoceding the
date of interview of the hcﬁaahold. Lt excludos expenditure on oubor-
prises and the houschold liveatodk, but includos congumption of pot
.animals. Cb}:lt_does-HQt employ a unifoxrm eoncept with roespoot to all
| items.' Far'inéfance;ﬁfor focd, fuel andllight,'and intoxicants con~
: gﬁmptiﬁn.means'nof the actual_purchﬁéaa bﬁt actual amount consumed.
For clothing, ah'the o'ther hand, consumption means ﬁaiden uaﬂ'oﬁly.
Consumption out of laahs, a@lfts and dharitiaﬂ mads to the houseohold le
tnkﬁnfintpemmqountrwhilu.aimilar 'uﬂnﬂumdblg mrbiolﬁﬁ_giﬁqﬁ'bﬁ obhors
| axé.nbt qdnsiderﬁd; . 1. .
. iii) The-tﬁd.dané@ptﬁ;@iﬁfér{wiﬁhfmésﬁecf to thm way_itoms axre

-_"1¢13531ﬁiﬁd+}g;nQﬁhQ§N$§g;£gﬁdgitemg=ﬁik81gereals,ﬂmilk; edible oils,
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sugar, salt, etc. cover only direct household consumption. Consumption
of prepared food items is included under 'cther food'. On the other
hand, the concept of availability implied in the CSO approach includes
both categories. This procedural difference affccts item-wise compa-
rison.

iv) Further discrepancies between the two estimates are likely
to arise because of the different valuation preccedures. While the CSO
resorts to uniform valuation of any items of consumption at some weightea
average prices, the NS5 does broadly du-l voluztim for tho snmu'goﬁd;uith
varying;weights from houschold t¥¢ houccholls It vilucs consumption cut
of goods purchased in cash at retail prices, that of rnome grown stock
at ex—-farin price, that out of barter and transfers 2t trne average re tail
price. To be noted here is the fact that thesc prices are the local
ones. Also the valuation varies .rom houschold tc¢ ouschold sircz the
respective proportions of these three cattgﬁ;iu; varics f;r-thu i PR (1)
good across households and for the same hcuschold across goods. Also

prices vary across seasons and since the li5S vues a mov.ng reference

period, this would also affect the value of the aggreg=te estimate.

v) For the CSO, consumption rcfers actually to avaiiability in
any giyﬂn year. On the other hand, NSS deals with only ac£ual amount
consuned in that year, even though the actual purctesc for consumption
may be much larger. Further,then, thcre iz @lweys a lag between produc—
tion and consumption.

vi) Finally, we can also note diffurences with respect to the

period for which these estimates arc madec. The CSO estiinnte of nationzl
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income pertains to the finm.:rmi:xl yoar wee April to March, But it g
not really clear how the estimate of fotal ek B":}.Ils.,f;’.’ﬁlﬁ roduct is

cbtained for the finaoncial yuear by combining the agricultural outiut,

which ig gencrally avallable for the agricalturl yeor -« July to June,
mmd the nt}n-o,{“rlcultur&l ongy which cang hovever, be obtaolned for the

period of one'g cholee., On. the other hand, the NS5 has been having

vorying periods of enguiry ap the following table would s‘ﬂ.bwﬂ

Toble 3%,3%: WSS Poriod of Enguiry

43

fngn 3 R;i;iggce Period of enguiry Egﬁn c'L 11;£ffgrdmo Pepriod of enguniry
2 week April-June 1951 14 ponth July 1950~Jany. 1959
3 W-aek' ﬂu[gus*bm]ﬁbv. 1951 15 month July 1959-Juns 1960
4 wook  lpril-Sept. 1952 16 romth  July 196’0_@@. 1961
| month Aprll-bant, 1952 17 month Sapb, 1‘-)61-«1'1,113? 1062
5 weelk Duc., 195.1--M,_-3,,rch 1953 1{3 nonth Taba -'{95;4.¢ny, 1954
ronth Doc, 1951 -Ihrch ..19533 19 -i;?.aﬁ'bh Ju_ly 196$j;~jurle 1965
6 weak | -Fb.y;ﬂﬂpt. “Ii953 | 20 | noxth -Julf,r 1965-Jony. 1966
T . 1:1ﬁnth Oct, 1 953-~Mareh 1954 -'.2'_'1' B -111.91.1’5](1 '_ July 19669Ju1:1n':-- 1.96"( -
5 nonth  July .1954:--1*15:(:1:1 1955 22 1onth Jaly 1967_-Jum: 1965
Oy Tﬂi‘?.ﬂthl July 1954-Maxch 1955 = 23 ~ month July 196_{3-«1.’1111&. 1969
9 ronth 'I"Io.y-i\?o#. 1955 24 month | Julsr '19_655?_-J u_n.t:: _ﬁ970
10 ‘month Duc. 1955~May 1956 25 * mﬁﬁth o J1.113,r ;1_970-J1:u"1u 1971 '
11 | Llor}th__ Aug. .195-5--.Ia.riy;. 1957 27 1:1-:_&1%}1' Uct, 1972-8u%, 1973
12 uanﬁh B mreh..;a_ug.' T 28 mi_r__lthf 0ot 19_7:5411;1.-,.- 1-9..;4_
m; -: nonth Selat. 195 7-May 1958 .,52. - 'I‘lﬁﬂfh" ?T aly 1977&11:1; 1973-

‘] HDWEHT{}I’, attenptﬂ h::,ve b..,.u.,n .mda to ovbrc':n 10 this problem of Perd. odgy by

~ obtaining NSS. e,..-.’oz,na.tes for finmainl yoar using watinates from t]:le:: |

succes SiVL roundﬂ see

fo:r: lnﬂt:moe, Mulmerau, "ﬂncl Chf"bter,jw, 196d |
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On the whole, it appears that the two concepts are not strictly

The results of such comparisons are unlikely to throw

comparable.

any light on the degree of blas and hence, reliablility of the NS5
data on consumption.
5.4 ZThe NeS i“lﬂhﬂ.@_é,l.@m. A Brief Review

- There exigts a congiderable amotmt of litereture (See Dandskar
and R@th?'19713 Srinivasan and Bardhan (cde. )y 19745 Dandekar and
Venkataramaish {ede.), 1975; and Iyengar and Bhattacharya (ede, ), 1978)
on the_importanf 1imitations of NSS methodology and their implications
-for'estimatés.of:qonsumption ngeregetes and distributianaa Henoe, we
 wouid high1igﬁ£3é§$enﬁially gome of the lesues aud thelr implications
..thét.hQVE not réoeivéﬁ:much attention in the literature, .

The National Sample Survey is a socio-economic enquiry carried
out in the form of suﬂoésaive rounds. Thewe is no unlfoimity with
respect to the period of enguiry amamg_diffefént-rﬂunds, an&'hgd Tene~
rally tgken a few months ta.one_ygar,_ Collection @f information on
hausehold cﬂnaumptian has heen_aﬁ“i@pﬁrtanf aspéﬁﬁ of NSS enquiry right
from its indaﬁtioﬁ;'.The.data'areléollected by interview methgd from
the hbﬁseholdé,-cévéring %ll-itemﬂ ﬁh&f are cﬁnéidemed gﬂﬁdé_ﬁx serviceﬁ' 
in the National Income_EEtimateﬂof the CSO, But 1t excludeﬂ_imﬁutaﬂ
.renf pf_ownexFﬁccupied.housés.' | .

. 71:zEEieﬁﬁipﬁ:ﬁf.samﬁle_hougeholds_iﬁ baaedlph ﬁhe:prinﬂiplelﬁf
J.ﬂ&ﬁdqm sampliﬁg;f;Eh?_ﬂﬂmp}e;deﬁign.iﬁ straﬁiiied.aﬁd muitimstmge Lo

' tﬂthmmlmd arban ﬁectorﬂ The: fixst stage mite are villages in
the zural seotor and urban blooks in tho wban seotor, The hoscholds

f ;;¢DnStiﬁuté1th§’aedbnd'$£age;anita.in_both the seatoxs;. 
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Thus, the samples arc not gimple random. ﬁﬂmﬁher the saﬂpling
ig done according to some compliocated designs involving siratification,
multistage sampling, etc. Bence, eptimation of standard errors of
various aggregates is diffiaﬁlt. Por thi#s reason, one cannbt sy Mo
about the sampling errors of the estimates ﬂndhengeglabout their
degree of reliability in the.conventimnal sense. With unknown margins
of sampling ﬁn& non-gampling errors it is difficult to judge, for ins-
tance, whethen two or more estimated consumption distributions. are
-really different. This is because, wiﬁhout_anfestimata af.sampling :
and nanrsampllng errora, we cannct really test the gtatistical Elgnl—
;flcance-of}the divergence between dlstrlbutlmns. . Only rough idees
can be formed using the half sample-wise results ﬁhrOWH wpﬁby the ESSE.
There are also posgibilities of non-sampling errvors mainly duc to ]
congcilous and unconscimus_répurting STTOLHE, Further, there are ~very

few field studies supporting the ourrent methodﬂlagy of interviewing.

Another meﬁhadﬂlmglcel 1lmitation gtems frﬁm the fact that ﬁhe
households are.nct stratlfled by income or llvlng levela bafnre sempling.
| Thlﬂ is llkely_to_get refIEGted in ‘the rlaher hGHS&hOldE being under-
fepresenféd;in £hé ﬂample, ﬁifiating eﬂtimates.ﬁf'items'of oonépiduaus |
'conaumptlon and of inequalities in liv1ng-levo3s. Rudra Cl972) and
Dandekar and Rath (1971) have also expressed.aimdlar doubﬁﬂ about the
.ﬁasslbl@ under—estimatlon of consumptlaﬁ by uppar 1hcnme éroupa dug
%o aﬁch ﬁhﬂeﬁnreﬁreééhtatlnﬁ.  Thls:susﬁlcion.is not suppoi%ed by

'fclear ev1dence. It 15 p0351ble that NSS - is not undersampling ﬁhe rich

.?""'

 3N2-= The Etandard errﬂrs of NSS estlmates arTe disoussed in Chapter 4¢ -'

m .lr-p-n nnp-l.l.- mmem-ﬂ L -'-.;__-.‘.“-ﬂ—._.—_mﬂ




but tﬁé few rich households in the sanple are'undef:raporting'ﬁheir*monm
gumption appreciably.

Algo to be noted ig that the NSS defines a household as & group
of people living together amnd takipg food from the same kitchen, By
this very definition of a household, the NSS excludeg from its semple

nomadic and homelesms people., This is likely to tell upon the estimato

of lower tail of the digtribution. It effect ig likely to give rige
to a Llower egtimate of poverty, inequality and also aggregate consumpw
tion, - .

Fuxther, thcihﬂusehﬂld congsumption data pertain to a moving
refereﬁce perlad, That isy all the ﬂamplc houscholds are not inter-
#ieﬁeﬂﬁaf:ﬁha SQme.tlme. Inm;eaﬂ, they are 1nLarvi@de oﬁ different

daﬁes.spread uniformly'ovér the period of enquiry; This may produos
s) seasonality biag, For the households that are intarviewed_immadiam
tely qfter the harvest, the?e-im likely to be an upward bins wheruoo
for others, there may exiat a-ﬂGWﬁward'biaﬂ;- Tharuforw, the reparteﬂ
variation in living lavels 1m0ngjhauseh01ds i likely to he cﬂmhined
effect of sensonal and goﬂuinﬁ vurlatlon.3 Thua, the picture reported
by the NSS appugrsgtque a distorted version of the natual disbribution
of opnaumption among hﬁuQéh01ﬁa. JSinoce the publishéd reports db 1ot
provide any infﬂrmatiﬁn-regarding thﬁ distributiﬂn afihousehelds'by
type and by date of 1nterview, lt is diffinult 0 Judge the likely
'1npact of auﬂh an approadh on.th@ estlmnﬁed cansunptian aggragaLo,and
| lts dlstrlbutlon, j__;ji' .

3 | It may ba nﬂtﬂd ﬁhat the avermge'Wlll be free from the effect of
- 5easonallty'but varlabillty wlll lﬂﬂfﬁﬂﬂb; |
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The NSS estlm@tes Of aggrEf*tel and. distributions are alsa

affected by the partiocular method of consumption valuntion. As alrepdy

- noted, the NSS values conpumption out of cash purchases and that out

of barters and transfers uvsually at market retail price (pm) and that

out of home grown stock at GXFfarm.pricel(pf). The following wrelations

follows

1) Py # Ppy» in general, for any good ]

ii) For any given k-th household, the value of congumption of

the j~th good is given by

=.. | | . “ | ' . ‘i
ij %(ij Do (1 Y ki) Ppy/ (3.2)

":Where-c . = value of congumption of the j~ih good by ‘the

kg

N k—fh.housahold

EEEY

¥

Q5 = quantity consumed of the J~th good by the k-th househdd .
proportion of cash pum@hase including bartur and

k] transfers in total conﬁumptlon of tha J~th g1od 21, the
k-th hous¢hold. -

il

(1 - Yk') proportion of home grown stock in total ccnerump-
tion of the J—th goad in the k~th houschold; and

0 .< <1

Henme, the value of total consumptlon of 'n! goods of the

Vglven kuth hDuBEhﬂld ia |

] o | ﬁ
kJ (’YkJ mj + (1_ YkJ)PfJ . ¢ (3:2;

_Now,'the:estimate of:aggregate consumptiﬂn

'T;gc*) of 'N'.huuﬂehold will be

- ¥ n N |
= b S (Y gy Byt m ) ny )t (33)

| iu?'For the same household, all the Tﬂ 8 ‘are not same. Hence,
- for ﬁhe ‘same housuhald one will gtt different estimates of ¢
"idependlng upmn the dlstrlbutian Of'r facroean ﬂﬁﬂﬂﬂq | |
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v) The weighting patterns are different across households
also. ‘Therefore, depending upen whether the degree of monetization
(broadly_indiqatad by 'ij) is an increasing or decreasing function
of Ck and agsuning p 3 > gy ONE will get different estimates of CF

and Lorenz ratio ef C. (In fact, i1t has been found that behavieur

of the degree of monetization acfoss expendliture groups is not the
same for ail the statea.. For instance, it fﬂilowed a u-ghaped pattern
in rural West Behgal and a linear pattern in rural Kerala {(Mukherjee

[T 178, o i-“

et al 1981, p.5) (This problem is doscribed in detail in Section
3#5JF

vi) Since the prices used are local this would affect the inter—
regional comparability of C¥ also., Phig is because regiﬁhé differ

with respect to the degreé of monetization, etc,

vii) Tt would also affect the inter—témpﬁral comparabil 'ty «i C*
since over time generally the degree of mmnéfization tends to Increase
tawards unlty.

Thus,'we flnd ihat the- dﬂhl _“'ﬁaluation'of ooﬂéumption done
by the NSS ls 11kely ta vltlate estlmates of consumptlﬁn and its .
dlstrlbutlon_at ) palnt of time and alBo thgir intermtemparal and
inter;spatial,qumparébilityu Fupther, NSS.valued;oﬂnEumpﬁimn out of
home grown.Stook-at 15@&1 retail priGEB.ﬁpﬁo thegaﬁh'round,.but at-
ﬁ.ex—farm of exéfaﬂtory prlces from the 9th round onwards. This would

again affeot aggregate PGE and its 1nter—temporal camparability.
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There exists some confusion regarding recording of cooked meald

received as perquisites or charity. But the instruction given to the

field staff ig the followings

"COooked meals may be (i) purchased from market, ie, hostel,
restaurant, canteen, etc. (11) recelved ag perquisites from
employer's household or (iii) weceived as charity. Only in
cage (1) entries will be recorded against item "cooked meslsg',
In the case of (ii) no entry will be made in employee's
'houEEHhﬂld (ie. the recipient hﬁuaehold) againgt this item.
On the contrary, in the employer's household, entries will
be made against items of cereals, pulses, vegetables, elc.,
which constitute 'cooked meal'. The case (ill) will also be

treated in the same manner as (il), ie. no entry will be
made in receiver housshold and entries againgt different

items will be made in the household which makes the charity.”
( wsso, 1977, ». 38)

-1

'.jWh#t would be the im@licatiﬂns of such an aﬁprmach? | Theorétim
" cally, it would appear to affect only the egtimates of inequality and
incidence of poverty. This ia-beoﬁuae ﬁhe employee houscholds, whose
consumption go unrecorded, are iikely to figﬁre prouinently imong *he
lower rungs of the ecohﬁﬁic_laddérf It_maj_appeﬁr_ﬁhat the eﬂtinate
of aggregate consumptioh will not get éffactéd siﬁ§é what is not
recorded ofatherémblbyéa:hﬁuséhdldéjisfhaken cﬁré of while ruoording
émplmyer-househﬁld'ﬂ.coﬁsuMptions.. Thie would bo true if all olagges
. of houaehmlds 816 praperly rﬁpresenfed in ‘the Eample. -If, however,
we have oﬂly employer hﬁusehalds in the aample, while ha$1ng a faw or

-_no employee hmuseholds, that would reﬁult in ﬁverwestimation of.aggram

gate connumptlon._ On ﬁhe othex extreme, havxng & few or nei;;'laya;*
_housaholds in tha eample wmuld 1mply under—estimatlon of ﬁhe aggregate;
Thus, thmaretlcally 1t 15 diffioult tn Judge the prnbabla consequenaes_

of the present approach.on.the natlonal leVEl aggregate unless one is
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certain about the pattern of household distribution hy type also. But
it has been fﬁlt_(Chatterjee and Bhattachiry o 5 1974) that actually
even the employee household@might have reported their 'coﬂked.mealﬂv
recelved as perquiaites' ag their own household consumption. In such
an event, tﬂere wouid be double counting and over-estimation of the
national aggregate.

Further, it may be.mﬁted that the NSS did not collect the con-
sumption data only throﬁgh the ! Consumer Expenditure bBnquiry'schedules.
Besides oonsumptiqn? it also collected infermation on income during
the 10_té 14 rqunda.(through the 'Income and Eﬁpenditure' schedulea)
_aﬂd-dﬁriﬁg'the 19Ito 25 rounds (through ﬁhé 'Iﬁtagrated Hougehold
ISuivéﬁ' schedules). It has been felt'that part of the weason for the
larger discrepancy between the NoS and US0 catimates of aggregates
during 1964—65 to 1970-71 (periods of 19 to 25 NSS rounds) is the
Integratcd Household Surveys Cmukherjée and Salia, 1981 ). Thié is
because people tendltb'undar—repgrt indﬁme gnd dlﬁng_ﬁith 1t under-
state OGnSQmptiaﬂ alsg;.--7 - |

The reféren§e ﬁéri@d-e@played ?aried.bétween mﬂunds;in_earlier'
Vears, buj_has beenfa-im0nth} fram[thQITth round - onwards . ;Alaé, the
survey period used to be a few mbnthalin earliér_ruundﬁ:buﬁ it became
one yéér,fﬁom the.latﬁgrgunﬂ-onﬂardaﬁh : jThis-wouid mean.the.effeatﬁ
 of seasonality in consumption would vary between rownds and henoe, also

affeg¢'aﬁﬁim@tgg;ﬁiﬁLokeﬁz=xgtid;
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It has also been.pointed out that, consumption total included

expenditure on housa construotion upte the 18th round (Rajaraman, 1970,

D 229). Mis would again affect PCE aggregatc and its comparabllity

over Time.

3,5 NSS Data Valuation and its Welfare, Impllcations

- r il Yoy sgur-ugll 1

3.5.1 Introduction

Interest in inequality gstimates iﬁ of ten generated by nommative
canéideratiaﬁa invalving welfare judgemenﬁa. Underlying such an
aﬁpfmach ig<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>