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By constructing appropriate cast af iving indices, which aflow for the observed variations in consumption pal-
terns and prives gemss siates, the state-specific riral and urban poverly rnorms as well as the corresponding estimates
af the incidence of poverty in 20 states and ali-Indig in i987-88 are presenied. A set of criteria for ranking of
states according io poverty aflevigrion performance is suggested. However, the reported numerical exercise in ranking
is taken to reflect only a descriptive monitoving of the observed performance af different states between 1970-71
and 1987-88, without any pretensions fo the analvsis of the underiying causes of inter-state differences in perfor-

mance on the poverty front.

The paper also shows that the massive reduction in the incidence of poverly in 1987-88, as reported by the
Pignning Commission in 990, is once again largely a conseguence of the pecuiior statistical artefacts used by
the Commission. Jusi gs it did with the 1983 N5S data, the Planning Conunission has continued fo indulge in
mindiess tinkering with the observed N3S size distribution of consurer expenditure for 1987-88 also. Appropriately
computed incidence of poveriy in 1987-88 faffecting appropriate price adjustment at the state level Jor the refe-
vani poor popilation) comes to about 48.7 and 37.8 per cent, respectively, in rural and urban India, rather than
the artificigily low estimares of 32.7 and 9.4 per cent reported to parfiamenti by the Planning Commission in 1990,

I
Introduction

IM two carlier studies [Minhas and Tain
{1990) and Minhas et al {1989}, we presented
state-specilic and all-India estimates of the
incidence of poverty, separately for the rural
and urban population, al Nive distinet inter-
vals of ume corresponding 1o five Mational
Sample Survey (NSS) periods belween
1970-T1 and 1983, Recently [Minhas el al
(1991}, the stare-specific cost of living in-
dices for the entire rural and urban popula-
tions of twenty states for four consecutive
‘agricultucal { Tuly-Tume) years from 1984-83
‘to 19E7-38, based on two alternative weight-
ing diagrams relating to the basc vears of
1970-71 and 1983, were inroduccd, Using
the retail price data base ol this latter (1951}
study, this paper consteucts (a) the rural and
urban cost of hiving indices a1 the vate and
all-India levcl For the middle fraciiles con-
sidered relevant for updating the exopendos-
Iy specified all- India rural and urban poverty
norms, (b then cstimates the incidence of
rural and urban poverty m 1987-88 in 1wen-
1y different states and India gy 4 whaole, and
Lo) ungdertakes & critical examinaticon of the
veracily of the Planming Carmmission's clamm
of & hig fall in the incidence of poverty in
1987-R5.

The layowt of the paper s as follows. Tn
Scction LE, we take vp the construction of
state-specific cost of living indices for the
.middle-range of rural and urban populations
for 1987-88 with 1970-71 as the base year.
Here we also underlake updating of the
inter-swate price diflferentials separately {or

the middle range of rural and urban popuala-
tions from 197071 1o 1987-88, and wiork oul
the stare-specifiv 1usal and urban poverty
lincs in 1987-88. The estimates of the mn-
videnee of cural and urban poverty i each
stalc and all-1mliz in 1987-KR, aleoe with
those tor 1970-71 and 1983, arc presenied in
Section 111 This section also examines and
analyscs (the coOmMparalive muoweEmenls in
srate-spetitic poverty incidence and numbers
of the poor over the Twor socoessive [ine
periods (1970-71 10 1982 and hom 1961 w0
LSRT-BR) and also avross the rural and urban
scctor of each stale during each ooe of these
twir time periods. In Section [V, we compare
our estimates of cural and weban poverey at
the all-India level for the 1980y with those
provided by the Planmng Commission. The
paper closes with concluding remarks, which
LeHnprive Section V.

State-Specilic Hural and LUeban
Lust of Living Indices for Middle
Population and Poverty Norms:
1970-71. 1943, 19487-88.

T adjust an exowrenously specified pover-
ty norm for price-changes an the state level,
e reguites state-specific cost of living
incdex relating oo the relevam section of 1the
populatin. This relevant section of the
papulation, referred 1o as 1k~ middle-range
af the populalion, is taken 1o comprised per-
sons falling within a range of monthly per
capna total expenditure (MPCTE)} which
encloses 1he slare-specific poverty norm in
the base vear! Such state-specific cost of

liviog indices, Tar the middle-range of popu-
lation, were obtained carlier for rural areas
by Minha: and Jamn (1913 and for urban
areas by Minhas o al (1988), for Mational
Sarople Survey (NS5 years 1972-71, 197374,
1977-78 and 1983 with 1970-TL as the base
vear and using 1970-71 NS5 consumer
expenditure pattetn of the rural or urban
middle population as the relevam weighting
diagram, The price datia used were the ad-
justed price relatives of the conswmer price
index series For agricoltural  labourers
(CPLALY lor rural areas and the combined
prige relatives data of (e consumer price n-
dex series for industrial workers (CPIPW)
and for non-manwal employees (CPINM)
{or urhan arcas.

In this sindy, we make use of the same
1970-71 weighting diagrams for the maddle
range of the rural and urban populations
and 1he price relatives data of the same three
scrics for the amiculimal vear 1987-B8 as
used in Minhas et al (1) (o construct
statowise and all-lodia cost of living indices
(CPIME and CPINMUY, relating 10 the rural
and urban middle populations, for 1987-88
with 197¢-TL as the base year. These are
presented in Table 1. We also present in
Table |, the state-specific cost of living in-
dices {CPITR and CPITU) For the total rural
and urban populations for 1987-88 with
1970-T1 100 |which arc carried owver from
hinhas e1 al {19913] and the state-specific
price indices relative to all-India (SY1R and
5V [U} separately For the rural and urban
middle population fr the vears [978-71 and
19483, Thesc are taken from cur carlier
studies |Minhas and Jain {19903 ] for rural
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and |{Minhas et al {1989)] for the urban
population. For a given state, applying
CPIMR, (CPIML} for 198788 (1970-71 = 100}
o SYIR (SYIL) in 1970- 71, we obtain SYIR
(SVILN in 1987-88 and present them in Table |
with a view to lacilitating a comparison of
the inter-siate price differential (relative to
all-[ndia) over time from 1970-T1 to 1487-38,

In I19B7-8E, the cost of living index for the
middle population (CPIM), compared to
that for the total population {CPIT), is

found to be on the lower side for alk states
except Bihar, Orissa and West Bengal in the
rural sector and five states of Ciujaral,
Himachal Pradesh, Jammu and Kashmir,
Maharazhtra and UP in the urban sector.
This shows that the use of CPIT, instead of
Lhe appropriate £ FPIM, at the state level will
causc the poverty norm and the povarty in-
cidence to be over-stated in most of the
states, both in the rural and urban areas.

Inter-state differential in the price index
(relative 1o all-India} for the middle popula-
tion (VLY in 1970-71, 1983 and 1987-2% are
found to be different from year to year in
the rural as well as urban areas [see Table 1,
Columns (7) to (12)]. SVI—in perceniage
terms—had the minimum value for (a)
Andhra Pradesh in all the three years, i e,
91.3, 36.2 and 86.0 per cent in the respec-
tive years 1970-71, 1983 and 1937-BE in the
rural arzas, and (b} Jammu and Kashmir
{78.5 and 81.6 percent) in 1970-T1 and 1983
and Himachal Pradesh (82.2 per cent} in
1987-88 in the urban arcas.

Maximum value for ¥ in the rural secior
was cxpericnced by West Bengal (124.3) in
1970-1 and Kerala (118.3 and 126.3)in 1983
and 1987-8%; and by Delhi (118.8), Orissa
(I16.8) and Delthi €115.3) in the same three
respective years in the urban sector.

There was no discernible pattern in the
movemnent of SV over time from 1970-71 o
1937-8% for the various states. Both in the
rural as well as the urban sector, there were
states experiencing rise (decling) during
period 1 from 1970-T1 10 1983, Tollowed by
rise (dechine) over the next period (| from
19E3 1o 1987-88. On the other hand, there
were other states which experienced Tise
(decline) during periodd 1, followed by dedline
(rize) in peciod 171,

We have taken the all-India ruml and
urban poverty lines as exogenously spesciled
by the Planning Comrmission, 1 e monthly
per capita toral expenditure (MPCTE) of
Rz 49.09 {rural) and Rs 5664 (urban) al all-
India level, both at 1971-74 prices.? These
porverty norms need (o0 be converted (o prices
provailing in 1he survey ycars 1370-71, 1983
and 1937-88 for cstimating the incidence of
poverty in these vears, For this purpose, we
hawve used the appropriale cost of living in-
dices for the relevant middle-range of popu-
lation as described abowe. For the years
1970-71 and 1983 {with 197374 = 100, thesc
indices are taken from carlicr studics
[Minhas and Jain {1990) for rurat midedle-
range population and Minhas et al (1989) for
the corresponding urban population). Far
the year 1927.88, we have made use of the
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indices presented in Table 1. These all-India
poverly nrros for 1970-71, 1983 and 1987-E8
ate vonverted to the style-specific prices by
using the SV for the respective years given
i Table 1. The state-specific poverly norms,

thus obtained, are presented in Table 2, .

Chven e forepming proceduare, there 15 an
obvious one-tw-ome celationship between the
stale-specile paverty norms and the staie-
specilic SV

It may be noted rom the results reporied
in Table 2 that, compared 1o all-India, the
state-specific peverty norm in all the three
vears lurned oul s be on the fower side Tor
four states in the rural and ten states in the
urban sector; amd, on the higher side, Tor
twelve states in the Tural and cight states in
the urban sector The stales whose poverty
norms Auctuated arcund the all-India pover-
ty norm over the three yoars were Cajarat,
Jammu and Kashmir, Rajasthan and Tamil
Madu o the rural aress and Karnataka and
Tarmi] Naduo in the urban arcas. Among all
the states, im all the three years, the lowest
paverly norm was noticed for AP n the
rural and Jammu and Kashmir {except that
it was the second lowest in 1987-33) in the
wrhan arcas. Kerala had 1he highest poverty
norrm in the rural areas (except thal it was
second to West Bengal in 1970-71), whereas
im the urban arcas the poverty norm of Delhi
was the highest except in 1983 when urban
Orissa had the highest poverty norm,

Line 22 in Teble 2 presents the range
in poverly nOrms acToss States as per
cent of all-lndia poverty norm  which
provides an idea of the melative vara-
bilily in [wwerty norms across states.
This relative rmnge can he seen 1o have
declined over 1ime in the three selected years
for the wrban population. For the rural

population, it increased in the drought year .
19E7-88 compared 1o *he earlier two years.
The inter-state relalive variability fluctuated
between 31 d 40 per cent, both in the rural
and urban sectors, over the three years falling
in the lime pericd Mrosn H-71 100 19R7-BR.

LI

Estimates of Rural and [Ichan
Poverty Incidence

Al the state and all-India level, we 25¢ the
poverty ling estimates obtained in Section L,
along with the size diswributions? of per
capita tolal expenditure (PCTE) available
from Lhe NSS, to calculale the headcount
ralic measure of poverty incidenee, scparate-
ly for the rural and urban arcas in cach of
the years 1970-T1, 1983 and 1987-88. Eor this
purpose, we have followed the procedures of
simple linear interpolation bepween log x and
P where x denotes monthly PCTE and P the
propottion  of statespecific  population
{rural or urban) with monthly PCTE less
than or equal to x. Other non-linear inter-
potation procedures between x and F, which
are more sophisticated but computationally
more cumbersome than ours, have been
noted o vield vinually the same estimate of
the headcount ralio. 'We have therelon:
preferted the computationally stmpler prix-
cedure. A comparison of alternative afl- -~
India estimates of headcount ratio and
numbers of the poor are presented in
Tables 3 and 4. The estimated rural and
urban headeount tatios for each of the 20
states fas zlso all-India) are presented in
Table 5, We also provide in Table 5 the
estimate of headeount ratke at e entire staie
level which is obtained as a weighted average
of rural and urban cstimales, with the state-

TaBL I S1ATERISE COSMER Plric T InkricBs 1ok Moot e (CPIM) ano Torac (€CPIT)
PorPuLaTion 10k T9RT-BR (19T0-7T1= 1000 axe Seare-S8erCine PRICE INDICES (RELATIVE TO
Ad - Iwmalror Mipm e FopgLsrion eor 1970-T1, 1983 anp 1987-B8: Rukat ANDLIRRAN AREAS

31 Slale _1987-88 (1970-T1 100} State Price Inde (All-India=100)
Mo Eiiral Urban _ ___FRural __~ _ _Lrban _
CPIM CPRIT CFIM CPIT 707 1941 47-88 70-T1 1983 B7-58
il i2) n 4 {3} & {7 S - (£ 1IN B Y 1
| Andhrz Pradesh 2497 35T OXOI0 I0BY DL 452 RO 991 G4l 958
2 Assam 1640 6B 33346 3850 1167 1L 1144 9EAR BAS AL
3 Bihar Jod.3 36AY SE14 3932 1023 N3 Ad 10TA 1050 100s
4 Grujarat 3ETS 3947 4215 4IHE 1Me o4 163 165 1083 1107
5 Haryana T4 37T 31 3009 R4 1023 B3 2 930 WA
A Himachal Pradesh TR 38T 3ATI0 O3FHT MM4 1036 15 R94 435 322
T laronw and Kashmir 4273 4205 4363 400 934 24 1074 T7ES  BL6e R4S
B Karnataka Me9 1740 4120 4175 958 938 e 1Ol wR2 1027
9 Kerala a009 4048 4001 41301 NITD NREI 1263 W79 1130 1089
10 Madhya Pradesh STOS A79% 4075 4120 965 943 963 103 1000 1112
11 Mahaaslnra 56 XE3 4267 4MEY 1059 04E 070 1G4 1133 120
12 Manipur Mahi4 XATA XIEA 3651 MAT 1121 1150 DERE BG5S RS
11 {drizsa SRA0 IBLG AT ZER0 1034 1IL1 1069 11495 |16E TOT.E
14 Tunjab JA34 3875 3634 I6KD 1044 1039 1NNE wsB B2 BLY
15 Rajusthan 43001 4367 4098 4129 956 9T 046 1027 L5 1038
16 Tamit Madn 3954 3900 4495 2497 Y981 [T 1023 w50 1054 1053
17 Tripura 1563 IAAA L3RG Q650 LIAT IfMT 1119 933 845 825
18 Utar Pradesh 2.1 4103 FMh 1942 W4 w3 989 979 o450 958
1% West Bengal 4 MLO 34 3ELT 1248 10T 14T 99E w0 FOE
20 Txlhi 3826 3300 1015 4000 10B4 1035 116 L8R 106E 11523
2§ All-India NS 3349 4055 082 1KLG MWL (0000 1000 1000 1000




specific rural and urban populations as
weights. For the statewise rural and urban
populations, we hiave used the 1971 census
estimates for the year 1970-71, the Siimares
glven in Servekshana, Vol XE No 4, Tssue
No 35, April 1988 §p 5-222) for 1987 and
the estimptes given in Sarvekshane,
Sepienber 1990, Special Number, Statewsent 1,
(p 16) for 19B7-RE.

OVERVIEW OF ALL-INGIA ESTIMATES

Al the all-India level, two alternalive
estimates ol headcount ratio can be derived:
{ijan estimale based on the all-India paverty
line and the all-lndia size distribution of
PCTE, and (ii) the populatisn weighted
average of s1atespecific hegdwount ratios
using state-specific poverty fines and slate-

4). The same halds for the alternative {col-
umn &) and the direct (column 3) estimates
of the numbers of the poor. Obviously, the
differences 1 the two estimates are altri-
butabre w the difTeron state-spec [ poverly
lines used in deriving the aggregared head-
counl ratios in column {8). 11 is worth noting
that substantial under-siatement is itnolved—
about 4 percentage points—in the direct
estimate of headcount ratio in 1967-88 com-
pared 10 the aggregaled estimate for ali-India
ruval. This amounts to under-estimating the
numbers of the rural poor By about 22
million in 1997.8E8 in comparizon with the

ust of the conceplually better, aggregated
cstimate of headcount ratio.

A continuwous decline in the headcoum
ratic in the three sélecled vears, boih in the -
rural and the urban-areas, is indesd ap-
parent. Over Iwelve and a half years {period
1} between 1970-71 and 1983, rural head-
caunl ratio declined by % percentage points
(from 588 pee cent to 50.8 per cent) and 1he
urban i declined by 6.5 percentage points
(from 46.2 10 39.7 per cent. In the next four
and a hall years (period 1) berwern 3
and 1987-38, the headcount mtio declined
furcher by 2 percentage points for both the

Tawes 20 STATEWISE Posiriy Lines 1ok 1970-T1, I9EY sy 98738 —Riekal AN URHAN
POHRLIL AL
(Rs per BMorh and per Person)

specific size distributions of PCTE. The g gy Rural Urban
estimate (i) can be shown to be equivalent o7l TwEY T RTEE DO 19E% 768
to the population weighted averape of state- ¢y () i3 14} t5) (&} 7 e
specific headcount ratios using a waiform ‘ R e e o
all-India poverty line For cach of the stzics 1 Andhra Pradesh (AF) 315 HeL 3t [}5.43 .69 103 65 15828
and starc-specific size  distributions  of 2 Assam [AEM} LS M 14013 3857 9621 13041
PCTE. Conscguenily, the dilferenoe between } Bihar {BHR) 3106 10533 136.56 420y 11.%.4] 160.73
estimates (1} and. (i} boils down o the use 4 Ciujara (GJT) 1164 92.64 130,34 41.58 1 20,48 175.25
of a uniform poverty line across siates in  + Haryana (HRY) ISTIT 9527 13285 3RS6 10346 14336
{i) and statc-specific price-adjustment fac- & Fimachal Pradesh (HP)  1S37 649 13551 3480 0289 1309
ors in (i}, As 8 short-hand description, we | Jamimu and Kashmir (J&K) 3083 9537 3123 30aS 078 1337
. : 3 ¥ - B Karnataks (RHMN) EJRE] E1.a7 1161k 347 106 162 &2
call Stimale 1w RhE '1'_""']: all-dndia - (KER) Wa2 11021 (S4Ed 4212 12571 1723
:Eﬂ;:;; m::"ﬂ“;fm‘;’ o l‘h: :r:;"’h::; 10 Maghya Pradesh (MF} A& K186 IEO6 4322 1226 176N
: 2 1l Mgaharashira (MHR) 14,96 4T A% 13131 4}.54 12605 177.25
average estimate. These two estimates are 5 p ooy (MNPY WA3 ka3 416 IEST 9623 1306
presenied in columns (4 and (B} respectively 13 (yrigen (RS MU 10353 10104 4486 [298d 1041
in Tabie 3 for three time-points of 1970-TL, 14 punjan (PNRB) 35.77 9677 11714 T YEI2 13733
198 and 198788 and for the rural, wrban 15 Rajaschan (RIN) A 9050 LISEE 4009 2% 16ad
and combined (rural plus urban} popula- 16 Tamil Madu (TN} T4 W 12548 XTI TR 166
tions, separately. Between these two esti- 17 TFripuea (1RP) WA IR 13127 AT G631 1064
mates, the aggregaled headcount rauo for 18 Lritar Pradesh (LP) W17 HT44 121.30 3R.22 (L% 151.5R
20 states {i ¢, aggregated all-lndia cstimate 19 West Bengal (W) Shay LR B (T .96 K2 141 KA
or the weighled average estimale] is coneep- 20 LreThi 4IEL) 577 Y45 13645 463K 12215 tR2,55
tually superior, as a represemative all-Inda 21 All-india {Al) REX L Gl 12263 Wid o 11125 [5RH
cstimate. This is so hecause it allows for 22 Relative mange in poveny
slale-specific varialions in prices relevant o Titeg dper centh 1344 1212 HL2R 40,29 1500 3307

the poor population’in each state.
Applying this weighted average headcoon

ratig to the all-India population, we obtain

the all-India cstimate (which we call the

- alternativic estimate) of the pumber of the

. poor, which is presented 1n column (8} ot
Table 3, Two other estimates of the number
of the poor are also given in Tahle 3. Gne
of these, which appears in column (5}, is
derived by applving (he direct all-India
estimale ol the headcount ratio {in column
4) 1o the all-India estimates of population.
The othet sxtimate, which iy given in column
(7). is an aggrepate of the numbers af the
poor in 20 states considered in this study.
We prefer the estimate given in column (8)
to those in columins (5) and (7) becawse of
the more comprehensive coverage in terms
of population as well as due o the fact 1hal
state-specific price variations ane waken inio
accoual in its estitation.

Based on (he aggregated results for 20
states given in [ables 1 and 4, the following
Nndings may be noted. Both ar the rurcal and
the urban sector level, the headcount ratio
estimate aggregated for 20 stales (column &)
is higher than the direct estimate [column

Feote: Retative range i poverty line (per cent) scross states given in line 22 is given by 10 {ATax
FL. - Min PTAAIPL, where Mav PEoand hin PL denodes stare-specifie maximum and
i poserty Bones respectively and ALEL the all-lndia poverty line

Tamie 3 Hrapcod 81 Radie ami: Wosa g 1 Poor A Coamspison o [IRECT AL JNDA
Exomacare s wWite 1HAT AGGRFGATEDR Fok M) STacy

51 Jegment af Y ircct Adl-lndia Lstimale Agpregated  Alternative
Mo Populanion CLspmare for 20 Srares Adl- India
Hesweowm  Number  Headeoumt Nuember  Estimaie of
Katae 1k Howr Baticy ot Poor Numbeor of
1Per Cent] ¢Milliony  (Per Cem (Milliong Poor
(Million}
(1 121 ih (4} (5] 16 L i#]
i Bural 1¥71-T 5733 23164 SRR 255.07| 257940
2 Lirban 197011 d5 Wy L0 AHAH, R 17 A9 Ui% L 1H b
3 Burzl and wrhan T T] 53415 .5y iR25 A5 M INE.FLT
4 Kural 1943 d9.417 IRT30 55T 214505 2ThEAE
5 Lrban sl R k] LR Rk L L 62077
A Kural and arbamn 1941 R LT 3313272 a4, 11 343196 356010
T Rurik 1RT Ko A4, Es il d55 45 6L JRL.2RE 281664
K llrban YR T.88 Ih 52 T4 Bl 3T TE. A6 7T 4%
9 Hural and wiban 1987 -KER 42.70 136417 45 RS ISV R 6160

Mide Chese are based o che Planning Corniession poverty lines of monihfy PCTE of
K 4490 and s 5664 fur ol India rural and urban popolatiin respectively ar 197374 prices.

Sonree. Talble 5.
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rural and the urban populations. The com-
bBined (rural plus urban)} headcount ratio
registered a continuous decline from 56.3
(1970-71) 1o 4B.1 per cent (1983} and further
to 45.9 per cent in [987-88, The compound
anrual rate of decline in the headcount ratio
in period 1140.% and 1.1 per cont For all-India
rural and urban) was slightly [ewer than that
in period | {1.2 per cent both Tor all-lndig
rural and urban), with no significant dif-
ferences aoross the roral-urban dimensicon.

An enteresting aspect of the movements
in headcount ratio is the decline between
19€3 and 1987-88. This ix particularly steik-
ing because 1987-88 was widely publicised
as being severcly affected by the so-called
*worst drought', and in previous experience,
the headcour ratio had atways tended 10
risc in years of bad gericelural harveses. bt
would thergfore be wselul to comment on
the possible reasons Tor thiv decline o
1975-88, even though detailed analysis is not
passible within the scope of the present
paper. First, the year 1987-88 was nol mark-
cd by a substantial production loss. The
lpodgrains production in physical tenns was
reparted 1o have declined from (4342
million tonnes in 1986-87 10 140,35 million
tonnes in 19E7-8% or a little over 2 per cent
decline over the year previous (o 1987-86.
The index of Tocdgrains output |base Fien-
nlum coding 1969-70 = 100) showed a slight-
Iy higher decline of 2.7 per cent over the
previows year, The index of production for
aon-fosdgrains actually registered a rise of
a lirrle over 3.5 per cenl. Consequently, in-
fome losses due 1o drought might not have
hexers very setious. Secondly, eflforrs were
madae 1o offset Lthe possible income losses
due to drought by slepping up special wage-
employment prografmmes. On the top of
this, the stability in food prices was main-
tained ihrough large releases of foodgrains
in the public distribation system.* This ex-
planation 15 also supported by the indings
of the employment s'unemployment survey
of the N55 conducted in 1987-88, which
showed a decline in the person-day rate of
rural unemployment in 1997-83 compared
w 19837

It contrast Lo the movement in the head-
ount ralio, the absolule numbers of the
poor increased continuously in both the
rural and the urban seolors. The increase,
based on column (8) of Table 3, was of the
ordet 0f nearly 19 million in period 1 Tor
both the rural and the urban population. In
petiod 1, the inenease of aver B million in
the pumtbers of the urban poar was about
1.5 maillion Aigher than the increase in the
numbers of the rural poor. While the raie
af population increase could not be offset
by the eate of decline in the headeount ratico,
the impact of population growth was consi-
derably sharper for the urban population,
The compound annual rate of growth of the
rural poor varied betweaen 0.5 and 0.6 per
cent, whereas for the urban poor it was as
high as 2.5 to 2.6 per cent during both the
periods. For the combined (rural plus
urban) poor population, the ratc of growth
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was of the order of 0.9 per cent per annum
in the two periods under consideration. This
may be compared with the compound annual
rate of growth of total population of arownd
2.2 per cent over the same period.

STATE LEVEL RESULTS

State-specific headcount racios for 20
states are presented in Table 5 for the rural,
urban and combingd (rural plus urban)
population . A casuwal examination of this
tablc suggests a fair amount of imer-state
variability every year and for different
seprnents af the population. Io analysing the
paLterns emerging from this table, we do not
vonsiger the tural and the urban segments
of Manipur, Tripura gnd Delhi aod confune
our discussion in this secrion 1o the remain-
Mg seventeen major states.® The very small
size of (he population of Manipur, Tripura
and Dedhi {rural) compared to the remaining
major states introduces an element of dis-

conlinuity in terms of size which may diston
the inferences about inter-state variability.
Crethi (urban} has a large population but its
metropolitan city character makes it non-
comparable 1o the urban populations of the
other major states where metropolitan citiss
form only a part of the urban Popu]ation
and that too aaly in a few states, Lt woulgd
be more appropriate 1o compars Dethi
{urban} with other metropolitan cities, such
ai Bombay, Calcutta and Madras. This
comparison, however, iz not possible in the
absence of separate data For other individual
melropolitan cities.

In analysing the statewise resulls, we con-
sider the following three aspects. First, we
present a sunEary picture in terme of the
aggregaled headcount ratios Tfor 17 major
stales, and certain summary indicators of
disparity in the headcount ratios across 17
siales. Mext we coosider the calegories of
the 17 states with relerence to their poverty

Lot 40 LM 1N THE MGsRer OF Podor sETwWEEN PERIODS [970-71 To 1983 anp 1983 ™0
198788 -~ AdTERSATIVE ALL INDIA ESTIMATES

VMitlins}

A Reamenn of Bdircor All-India

Estimare Aggrepared

Alernative All-Indm

Mo Populitien __ Estirnane Far X0 States Estimare
1 1 1 1 1 1]
i 2] i3 14 (4 (6) el 1]
I Hurd 15604 - 3.R55 18.837 6455 13.893 6.831
0.6} 0.5
2 Urban 15 Rthg ERLLY 18.4700 3177 18,800 B.e
(2.6) [2.5)
1 RBural and wrban iL.313 3145 37307 14.632 37693 15,150
(05} {03

Sares: (1 D and 11 refer o the periods 1970-71 10 1983 and 1983 w I1987-38, respectively.
121 Figures within brackets refer 1o annuoal rate of increase in the number of poor over

the periods | and 10, respectively,

Newiree: Tahle ¥ columns (5, (T and (3).

Tam £ 5: 51ar0wisE HEADcOUST BaTios (0 [970-T1, 1983 axn 1987-B3—Rukal, LIRRAN AND
LHTIRE STATE PORULATION

{Per cenl}
sl Slale Rural __Usban Entire Sraie
Mo M-TI 1981 BT-E® TO-T1 OI9RY} AT-BM TQ-T] 1983 K788
{2 oo 5 e M m m ()
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5 Haryana L0 2301 23T 3435 2130 1825 3903 2338 2190
6 Himachal Pradesh RT3 2286 2475 1873 705 329 203 M7 2308
7 Jammu and Kashoic 2767 28323 330 2671 1076 1096 2749 25456 Z5.04
R Karnaiaka SRR} 426 4233 4700 3745 4503 5141 3947 4308
9 Kerala 6303 4720 4402 6242 AT TE AT BTSE 4732 44,12
10 Madhya Pradesh 6240 5405 4981 5337 5195 4601 61,74 53460 4594
11 Maharashira 5595 3404 5407 4008 4035 3564 SOET 4901 4703
12 Mananur TIET 3 2034 302 1338 B4 GRS 2562 lo.R6
13 Orrissa TAAl G505 G564 51,21 5154 4449 7171 A3IAY 6250
14 Funjah X565 164F 2101 2464 2158 1018 2V.70 1935 1797
L5 Rajasthan 5474 4200 4189 4600 3T2r 4150 5320 4095 4180
T8 lami] Madu 66,45 5684 5140 5606 4514 3219 £1.33 F29 4708
|7 Tvipura S4.54 3429 2423 2135 1925 1265 5108 4050 2290
IR Lttar Pradesh 513 4978 4770 5381 4E.04 4187 5170 4947 46,45
19 Wesl Bengal TE67 6567 5709 3107 1834 M.A) SREE 5592 4981
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2220 Srates $4.75 SO7T 4E.60 4617 31974 3776 5625 48101 4585




alleviation performance as judged by the
feved of the state-specific headcount ratio in
relation 1o that at the all-India [eved in cach
of the three years. Thirdly, we altempt an
exercise of ranking different siates on the
basis of their povery alleviation perfar-
mance in terms of their annwalised rates of
change in the headcownt ratio and the
number of the poor over the two peciods
1970-71 1o 1933 and 1983 1o 1987-88. In thiy
connechion, we propose certain plausible
critetia for ranking and indicate the rank-
order position of cach state for the rural and
the urkan population scparately.

Summary Picture of Strte-Specific
Paverty fncidence (Hegdcount Ratiol

Based on data relating 1o 17 major states
for three different vears in the 1970s and
19805 for each segment of the population,
Table & provides the following summary
information:

(i) weighted average headcount tatio for
17 -sLales taken together,

{11} minimoem and maximum values of 1the
headiouent ratio among the 17 states,
aned

fiiiy weighied coelficient of variatnon across
LT states.

The following regularitics can e perceiy-
ed from Table 6. First, lor the rural popula-
tion, Punjab has the lowest headcount ratio
and Bibiar the highest in all the three years
{with the exccption of 1970-71 when YWea
Bengal featured in that pesition). Given the
large weight of the rural population, Punjab
and Bihar occupy the same extreme but op-
posite positions for the combined {rural plus
urban} population. While the lowese head-
count ratio in the urbam arcas is experienced
by Himachal Pradesh in all the three years,
no single state consistently appears at the
worst slof. Similar 1o the situation noted
ahove Far 20 stales, the weighted average
headeount ratio for 17 major states also
shows a decline over the time-periods con-
sidered 1n this study. lnrer-siate relative
disparity in (he beadeount ratio, as measured
by the weighted coefiwient of variation,
shows a slight 1endency 1o 1ise For the urban
pupalation over the thres time-points, For
the rural as well as 1he weal {rural plus
urban) popuwiations, 1he incer-siale relative
disparily shoots op in 1983 as compared 1o
1970-T! before registefing a decline
19RT-82. Motice that the weighed average
rural or urbat headcoent ratio for 17 states
{given in column & of Table 6) declined a
the rate of 1.15 per conl per annem (popa)
berween 1970-7] and 1983 and 0899 popa
hetween 1983 and 1947-88 (Tables 2. R aml
.U, lase line and columns 4 and ). Coven
thiv movement in the woighicd average
headcount 1atia, an ferewse i rhe wonehied
coeflicient of variacion simply reflets the
fact than she decline in head count Talie was
not evenly sharcd by all the siates, especially
for the wban population, For the rurd
population, eclalive inler-slate disparities

remained wirtually wnchanged when we
campare the two end-paints of 1%20-71 and
1987-RE.

We may also nole some other broad
regularities emerging from Table 5 which
have been subsumed in the summary picture
presented in Table &, First, Assam (rural)
ang Bihar (urban ) had the unigue but
dubigus distinction of vegistering a higher
headeount ratin in 1987-BR in comparison
with both 1970-71 and 1983, Similarly, the
rural pupulations of five states (Assam,
Gujarat, Himachal Pradesh, Jammu and
K ashmir and Funjab} and the urban popula-
tions of yix other states (Andhra Pradesh,
Bihar, Karnataka, Madhya Pradesh, Ra-
jasthan and West Bengat) did not experience
a decline in the incidence of poverty (head-
count ratio} between 1983 and 1937-BE.

Categories of States on Busis of Level
of Fleadcount Batio;

On the basis of the feved of state-specific
headcount ratios in each of the three years,
we distimguish three categorics of states,
namely,

Categoty A (hose slates having head-
count tauo above all-India [cvel in all the
three years.

Category B thosc statcs having head-
count ratio below all-1India level in all the
three years.

Category F: the states excluding those in
category A or B, 1 ¢, states having fTuciua-
tions from year (o vear in 1he posilion of
their headeount ratio in comparison with the
all-India level,

Table 7 provides the listing of states in
categories A, B and F for the rural and
urban populations. For cach of these cale-

guries and Eor each year, we also provide
additional information on
(i) the weighted average headiount ratio

for the calegory,

(iiy the numbers of the poor in the
category, and

{iii) the percentage share of the category in -
the numbers of the poor in 17 states
together.

It may be noded that category A turns out
1o be numerically the largest, with ils share
ranging berween 46 and 48 per cenit for the
rural poor and between 49 and 51 per cent
For the urban poor population over the
period from 1970-71 and 198788, The rural
poor population in the three casiern stabes
of Bihar, Orissa and West Bengal along with
Madhya Pradesh and Tamil Madu betong
1o this categary . The weighted average head-
count ratio in these five states is 10 to 12
percentage poiols above that for the 17
states together. In the urban arcas, six states
(Bihar and Orissa in the gast, Kerala and
Tamil Madu in the south along with Luar
Pradesh and Madhya Pradesh) belong o
category A, with its weighted average head-
count ratio exceeding thai for the 17 states
topether by six to 10 percentage points, The
absolute numbers of the poor in calegory
A increascd over the three time-points for
the urban population, whereas in the rural
sector it increased between 1970-71 and 1983
before regisiering a slight decline between
1983 and 1987-88.

Calezory B was numerically the smeailest,
as one should expect. In the rural segment,
it included the north and north-wesiern
states of Jammu and Kashmir, Punjab,
Haryana, Himachal Pradesh and Rajasthan
alone with Andhra Pradesh and Kamataka

TaMF B WERH I AvERaGE, BMINIMLS sk Blaxinies Hi-AnCoust RaTir asD [~ TER-STATE
CORFFICTEST Gk YARIATION 1oR 197071, 1983 amp 19B7T-BR—RLRAL, LIKEAN aAND
Cemane s Pokn ] aTion

(Fer comy
4l Sepment e Yeur AVETARC bAinimem Ml v L
My Populanion
in (2} [ 14} 15 16) [7
| Rural 1976-7] SRR 2T HIEK) TE W B} 1855
4. TIPNR)
z Hural 1981 SLHA 1%. 5 PNB) MW.4BHR} 25268
3 Rural TURT-HH 4. B4 2L0PNB) B {RHE) 19.20
4 Lirban 19740 71 46.TH 18 HHP) 62 H{KER) .01
190} {ASM)
5 Libar 1983 4031 T.1HM 1 HORE) 2
32,0 (MP)
& Llrlan LR T-RE 3TR 3. 1HF) Sh.TIBHE) 2415
7 urnbioed R 1 | Sh4d PPAEK) 63.KKER} 17.29
277 PME) &1 MBHR)
H Combeacd 1HES 48 39 19.4{PMNB) G6THBHER) 1348
L Coenbined 1HET HE 465,312 |8 B 64,9 BHR) 1Ry

Mizteas 1) Clume 430 prosides a weigheed average headcount mtie for FY major staies excluding
Mampur, Tripura and Delhi. Weiglng are state-specific populations.

(2 Abong with pe slae expericncing mimimum o maaimum headcownn patio, we also

ot e Acss stang in rank whenever i watkhim one peaceniage noint range of

A BRINIUE 9T nas i,

131 C% reber o wedghted coglTicient ol varision auross |7 major stales. Weights are the

slaie spocidie nepenbaions,

141 Foe eaplmation of the ahhresiaiions used for state oames, see Tae 2,
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in the sourth. Their group’s headcount ratio
was 10 to [6 percentage poins below the
average headcount ratio for L7 states. In
the urban arcas, this category included
Jammu and Kashmir, Punjab, Haryana and
Himachal Pradesh along with Assaro and,
interestingly, the eastern swate of Wesl
Bengal which bappens io be is catepory A
ot the rural sector. The urban keadcount
ratio for this category B was 16 percentage
poinis below the average headcoun rafio
for 17 siates,

The residual category F coverad over one-
third of the rural and two-hifths of the urban
poor population, Among Libers, it incliuded
‘Littar Pradesh and Mahacashtrea in the rural
segmetl and Andhra Pradesh, Karnataks
and Maharashira in the urhan segment.

The group headeount catio showed a
decline in all the categories over the three
lime-points.

Exercise in Ranking of States according
to Paverty Alleviation Performance

In this section, we attempt (o rank dif-
ferent states with refetenee 1o performance
in poverty alleviation in terms of the com-
pound annual rates of change in the head-
count ratio (h) and/or in the numbers of
poor {n} becween 1970-71 and 1983 (period
I} and 1993 and 1987-88 (period 11} We
would like to caution the reader on two
counts. First, h or n should nor be mistaken
for trend rates of change. This is because
the incidence of poverty has been knows 1o
Muciuate from vear 10 voar depending on
the state of agricubtural harvest and these
year-specilic ¢ffects are confounded with
“trend” effects in the observed indicators of
poverty incidénce, Secondly, the “perfor-
mance” of each state, as measured by the
obsorved rate of change, h or o, is also af-
Fected by Tactors beyond the control of each
state as much as by those which i can con-
wrol. Thas distinction is nocessary if the rank-
ing 15 (0 be used For policy purposes, such
as allocation of central funds for poverty
alleviation, However, it is non possible o
implement this distinction in practice and
10 devompose b or nomte Lthose factors

~which are beyond and those which are
withip the controb of each stale. Car oxer-
gise may therefore be taken to relflect ondy
a deseriptive monicoring of the obicrved
performance of different siates without any
pretepsion of anpalysmg the underlying
CALRES,

A regards the criteria for ranking, there
i5 a wide sev 1o chowse Trom, and differen
combinations would mor necessarnily vield 1he
same ranking. The ranking criteria thal we
have adopied are based on the principle of
plausihility and simplicyy in imlerprefation
and consis of 4 sequence of sleps with a
criterion specified al each sLape.

Step 1 Since we have two periowds | and
II. we first classify (he states inle three
broad caregories, namely,

{A) those stanes which managed W reduce
the headeount rafio n botk the periowds.
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B} those srates which cxperienced a Tise in
headcount ratio in period | follawed by a
decline in period 11 or vicr versa.

(1 those states which expericnced a rise in
the headcount rario in borh che periods.

Clearly, caregory (Ad is preferred o (B
and catepory (B] preferred to (C).

Srep 2 Within category (A), we may
distinpuish rwo groups in order of prefer-
ence, namely,

Mfi): those states which managed to reduce
the abzolute numbers of the poot in hoth
the periods.

A1) those states which did not manage to
reduce the absolute pumbers of the poor in
both the periods.

Similarty catepory (B may be sub-divided
inko Lwo grodps in order of preference,
nameby,

Bii); those states where increase in head-
count ratir in peciod §ois followed by a
decline i period 1,

B(ii}: those stares where the decling in the
headeount ratio in period £ is followed hy
an iocreass in period 1.

Srep 3 Within All)y and Afii) we adopt
the Mllowing criteria for further sub.group-
ing, again in order of preference:

1,: rate of decline in the headoount ratio in
period [ is figher than in period |,
I,: ratc of dechipe in the headcousnt ratio is
higher in period 1 than in period 1L

Step 4 Within cach of the sub-groups
formed by following the three steps outlined
above, we rank the states in ascending order
ol the ratc of growah of numbers of the poor
i period 11, This criterion gives the entire
weight in ranking to the performance in
poverty alleviation in the latest period, It
takes into account now only the movement
in the headcount ratie but also the impact
af the state-specific population growth on
the numbers of the podr over peiiod .

The forcgoing sequence of four steps,
using 4 plausible conerion au each step, pro-
vides g with the unigque ranking of the
slates with reference to the observed perfor-
mance 18 terms of the rare of poverty
allevigtion over tive two periods, We admit
thal 1l may be possible (o devise alternative
critetia for rapking. Howewer, we have
made explicit owr own basis of evaluation
and raoked the states accordingly, Seven-
feen stales, so ranked, are Listed in Table E.R,
for the rural population., and in Table B4,
Tor Lhe urban popuation.

im the rural sector, 1wo reasonably g
stales of Andhra Pradesh and Kerala
snanaped to reduce both the headeount Tatio
ared the namber of poot in bord the periods.
Consequentdy, their share in the poor popu-
laticn for 17 states together dechined Trom
nearly 12 per cent in 1970-71 to abow 3.3
per cenl in L937-8B. Six siatcs-——Woest
Bengal, Tamil Nadu. Madhya PPradesh,
Utnar Pradesh, Haryana and Rajasihan, in
that order --accounting for ncarly half the
rural poor population for 17 siates together
i the three years, experienced a decling in
the headcownt ratio in badh the periods b
Lthe detling was nor sufficicnt in relation 1o

population growth, therefore they did not
manage (o reduce the numbers of the poor
in both the periods. Moteworthy within this
group are West Bengal, Tamil Nadu and
Madhyva Pradesh, where 1the absolute
numbers of the peor gor reduced in the se-
cond period, A1 the worst end s the siate
of Jammu and Kashmir, whegge the head-
count ratio increased in forh the periods,
MNexl «fammu and Kashmic are Gujatat
and the agriculiorally prasperous Punjab,
where 1the decline ion the headoount ratio in
pericwd | was followed by an increase in the
headcount ratic i peried I1, as a reselt of
which the absolute numbers of the poor
ingreased in perivd 1 at the compound an-
nual raie of 4.5 per cent (Gujarar} and 4 per
cent (Punjabl.” Fortunately, these three
stases accounted for less than live per cent
of the total poor population for 17 stalcs
together in 1983 and 1987T-3§,

Iy the urban segment, only the smail stave
of Hirachal Pradesh experienced a decline
in barh the headoount ratio gng the numbers
of the poor, Mumerically, the most domi-
nant group consisted of scven states {in-
cluding Uttar Pradesh, Madhya Pragesh
and Kerala) where there was a decling in the
headcount raio in foif the periods. Ther
combined share in the toral number of
urban pogr for L7 staics together declined
from nearly 44 per cent in 1970-71 (o 39 per
cent tn 19E7T- 88, The second largest calcgory
of six siates experienced a decline in the
headcount ratio in period 1, followed by a
steep rise in period 1, Combined with popu-
lation grawth, this led to very high com-
pound annual rates of growth of the urban
poor in period 11, varying between 8.1 per
cent in Karnaraka {at the worst endy 1o 3.8
g cent in Gujarar, Apart (rom those 1wo
extreme cases, other states in this category
included West Henpal, Andhra Pradesh,
Bihar and Rajasthan. The sharc of this
category in the urban poor for 17 siales
together inereased from abhour 41 per ¢em
(1970-71) and 39 per cent (1983} w0 neacly
45 per cent in 198788, The highly urbanised
stare of Maharashira was in the middie
{rank 109 of the rapking uf the stales.

Looking at both the cural and the
urban segments stmultaneously, we observe
thhar Madhya Pradesh has the same rank
tuumber 5 from the top) in both the rank-
ings. Tamil Madu and Llitar Pradesh have
alw dome well in both she segmems with
reference (o the tate of poverty alleviation.
hMaharashira and Orissa are in the middle.
Mo state 1s consistently at the worst-cod im
1erms of the rate of poverty alleviaion, Kar-
nataka and Cijucat are o the bowom half,
the former accupyving the lowest rank inthe
iirban sector and the later stare being se-
cont Trom Lhe batom in The rural segment .

Iy
{Mficial Estimates of Poverty
Tncidence in 1980s: A Compariaon

Official estimares of the headeount ratio
are periodicglly relcased by the Planming



Commission. For the yoar 1987-88, oFficial
eslimales were released recently inoreply to
a queshion in parliament. Tahle 9 presents
a comparison of the appropriately com-
puted estimates of the headcount ratio at the
all-India level with those reported by the
Planning Commissidn, ay well as those com-
puted by weusing the Planming Commission
procedures for [983 and 1987-88. {Notice
that our estimates are based oo the aniferm
poverty liog {as those of the Planning Com-
mission) but using the conceptually more
appropriate price-adjustiment as discossed
in Section I1] The Planning Commission’s
cstimates use {a) the implicit deflator of
privale final consumer expenditure (FFCE)
for adjusting the poverty line for price
changes between the price-hase of the pover-
ty line and the current year, and (b) the pro
rate adjustment factor 1o adjust for (he
differenges between the MNational Account
Statistics {NAS)-based PFCE and the NSS-
hased ageregate houschold consumer cxpen-
diture (AHCE). Relative size distribution of
per capita Wotal expenditure (PCTE) from
M55 15 used zlong with adjusiments {a) and
(k) 1o detive 1the official estimares of the
headconnt ratio.

A comparison of lincs 1{a) and 2{a) in
Table % indicates that our cstimates of head-
cont tatia are mine (o 10 percentaze poinis
higher than those of the Planning Commis-
sion for the year 1983, The differcnees are
much wider Tor 1987-88, namely, 12 percen-
tage points for the rursl pepulation and as
high as 17 percentage points for the urban
population. These dilfferences can be traced
1o Lhe two adjustroents (8] and {b) mention-
ed in the last paragraph. Vhe implici

defManar of PFCE used in (d) ignores rural-
urban price differentials as well as rates of
price changes faced by the tural and the
urban populaticn. [t has also becn shown
that the mplicit deflator of PFCE tends o
understale® the aciual price rise, which, on
1the ciher hand, s better captured in our
conceplually appropriate consumer price in-
dex For the middle-range of the population.
The Planning Commission procedure leads
101 an undersiatement of the poverty line and
hetce of 1he headeount ratio, However, a
quantitatively much more significant source
of difference lics in the use of pro rare
adjusiment by the Flanning Commissicn
and this adjusiment factor for 1987-23
comes to abour 1.275 (see Appendix), In
other words, for 193783 the PCTE of cach
fractile group is increased by 27.5 per cont
belore applying the underestimated poverty
ling 1 1he observeed size disteiburion of RS5.
It should be obvious that this would bring
abi 3 massive {but artificial} reduction in
the headeoun: ratio.

We tried to verily, for the yoar 1987 K8,
the estirnates reperied by the Planning Com-
mission, using the Planwing Cormmission's
progedure and the laest available daca
sourees, We present the details of these
estimades in the Appendia. Qur replivation
of the Planning Commission's procedure
vielded the cstimares of headeount ratios
whiach turncd out (o be lower than those of -
ficially reporicd |compare lines 2(by and
A(h)]. We arc unable to trace the sourges of
these differences on the basix of availablc
infarmation. However, our calulations
bring ot ¢learly the massive difforenee
made by the pro rate adjustment Fagior, A

Tani: 7 Povvkerry AL TEVIEATHS PERFOBRMASTE—L ATELORTES O S 1a0 15 Baseus 110
Lewrl eol STATE-SPECIFIC HEADRGUNT RaTio
{Kural and Lrban Pupualation

51 Cale- Slade Headeount Rativ (Fer Centt NMumber of Poor (Millon)
Mo pory LY7-71 L4943 PYRT-BE  IYTIET] 1963 1987-K4
12 (3 i &) 15 7 18 ]
Hurpd Tagmlistian
1 A BHRMPORSTHN, ha 36 6124 853 e 304 130765 29114
WH 1435.7) (47.8) [t}
o B APHRYHF &K, 4372 34.52 EE W ERR 44 963 AT 672
KRM,PNERIN (95 [Mhal ALTN
3 I+ ASMGI LKER, 404 4872 41.34 AREDR 9T ESE LNAARR
MHRLF 134 8) (355) (17
4 17 Saces rogether SHTE SRR JH RN 254475 XIRARA IROAT
1L ERI VR L4 LR TR 11 oK |}
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5 A HHR KLHRMP, 554 446 44,42 13510 ERR- R R
CIRS.TN P ER] (50LA) R
& B ASM.HRY, HF, LIFE) 2489 T 555 &.Bd6 164
JEAK PNHWH {11.4] [y 155
it F APGIT KRN, BRI TES AU 1% ARG 260152 11475
MHRRIN {31498} 132 {d1.%)
L 17 States Logether 46.7% 44151 LA 45,747 en53Y TRRIA
L ERA T T TR TR BT AN

Medtens 41y Figuares wathin brickets reler 10 catepory-speci{ic poacenties shdie an ol poo prpoda
fion of 17 states togerher inoa piven vear
12) For gxplanalion of the abhrevizawons osed Bor scaice names, see lakle 2.
(11 For explanarion of vategorics A B and &, see lest in Section ELL

(41 Headeowat rativs oo columaes 141, 051 and 18] are oboiimed as sweighied averpee o
Lhase ol the states helonginge o the category with state-spectlic popaulalions s e

wolghls,

comparison of lines 3(b} and 4(b) shows
that. in the absence of pro roda adjusimem
factor, the headeount ratio would have been
as high as 31 per cent instead ol 2% per cent
for the rural population and 3315 per cent
instead of 17.5 per cent for the wrban
population in 1987-B8.

This procedure, and especially the e
rate adpustment acior, has been critically
discussed im a number of recent papers. As
carly as 1987, a scrutiny of this procedure
pointed to the questionable natsre of this
pro raa adjustment in the light of widely
differential distributional aspects of con-
sumer hehaviour on the composition of the
consumer basket [Minhas et al (1987, p 46).
A later paper [Minhas{1988}] undertook 3
detailed cross-validation exercise for critical-
Iy assessing the dilferent sources of discre-
pancies between N5 and NAS estimales af
consumer expenditurce al a detailed disaggre-
gaicd level for 1972-73 and 1977-T8. This
excreise was extonded o 1983 in et another
paper IMinhas and Ransal (198%)]. These
papets have boen in the public domain fer
somc vears and clearly indicare nat only the
questionable nature of pro rese adjustmen)

“af the observed sice distribution of con-

sumer u:xpeudi:u'r-: by the Plapning Com-
miission but also faveus 1he headeoum catio
cslimates based on the N5% data without
any adjustment. Even whet adjustment
might be warranted for achieving consisten-
oy berween M55 and NAS estimartes of con-
sumer expendinure, a case could be made for
item-wroup specilic adjustments (rather than
the gro gy which could 1ake into accoum
the results of the aforementioned exercises,
However, the Planmng Commission has no
kathercd to learn from them and has been
merrily using 1he same old, analyrically and
empirically questicnable mcthods, leading
it mencracion of mizsinformation about
cuonniry’s progress on the poverty alleyia-
tipn from; 1 he massive redugiegn i the in-
cidenee of poverty between 19483 and
1537-85, as reported by the Planaing Com-
massion, 1% @ consequonce of the peculiar
statistical artcfacts used by o As against the
Platining Coemmissien’s cstimate, which
would have us believe thal the incidence of
rutdl {urhany poverty in 1AET-B8 has fallen
tor 327 per cent (194 per cent), the sstimale
wilh appropriale price adjusiment a all In-
dia level would be around 44.9 per cemt Tor
rurdl and 3695 per cent for urban India.

%
Concluding Bemarks

Adter conatructing appropriaie cost o liv-
ing indices (for the middle range of popula-
tion) which allow Tor the observed variations
N consumpton pallerns and prices of
various goods and services across dificrem
stales, the state specific rural and urban
poverDy morms as well as cstimates of the
incidence of poverty in the raral and urban
segments of 20 stalcs/union terrinerics in
Y4788 hasve boen prosented inthis paper,
The follawing resulls which emerge from the
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comparztive anzlysis of zll-India and state-
specific poverty incidence and the numbers

of the poor in 1970-71, 1983 and 1987-8%,

are worth noting: .
(1Y [n comparison with the conceptually

betier estimate obtained through agare-
gation over the states, the so-called
direct estimate of the headcount ratio
for rural India in 1987-38 turned out to
be an underestimate by about four par-
céntage points, implying an undearesti-
mation of the numbers of the rural poor
by about 22 million. Changes in the
numbers of the poor (CNFP) over period
{1970-71 to 1981), based on the direct
all-India eslimates, were underestimated
by about three million in each of the (wo
sectors {rural apd urban) in comparison
with Lhe corresponding aggregated sati-
mates. Over the next period (1983 1o
1987-88), the direct estimates of CMNP
were Lower by about 12.5 million it the

(2)

rural sector, but higher by about one
roillion in the urban sector than those
obtaired Mrom the aggrégate cshmates,
Baszd on the aggregated cstimates,
which are preferable, the incidence of
poverty in rural India declined from
38.8 per cent in 1970-71 1o 50,8 per cont
in 1983 and 48.7 per cent.in 1987-88. In
the urban sector, the cpreesponding
decline in poverty incidence was from
46,2 per cent {1970-71) 10 39.7 per cemt
(1983} and te 37.8 per cent (1987-88),
For rural and urban India taken toge-
ther, the incidence of poverty declined
from 56.3 per cent in 1970-71 10 48,1
per cent in 1983 and further to 45,9 per
cent in 19%7-38. To put it differencly,
the annualised rate of decline in rural
poverty incidence in india as a whole
was steeper between 1970-T1 and 1983
(1.2 per cent) than in the later period
from 1983 co 1987-83 (0.9 per cent). [n

TarLt B.R: RANKING OF STATES IN TERMS OF POVERTY ALLEYIATHON PERFORMANCE, ANNUAL RaTEs

oF GrOWTH 0F HEADCOUNT RATIO (h) AND NUMBERS OF THE POOR [0} DURING

Pesions | anp LI—RUrRAL POruLATION

Cale-  Rank State  hiPer Cent) niPer Cent} _Mumbers of Poot (million)
gory I 11 | 11 14970-71 1983 IOR7-88
LH] {2} 13) LY (3 16 n (B} {9} (10}
A} 1 AP -3 -x2 1.8 -1 18.1M 14.783 14.115
(7.11) (5.409 {503}
Al 2 KEK -4 -1.5 1.6 A2 12.343 10.097 4041
4B5) (36l (156
Adii) 3 Wh -12 -1 0.6 -L.5 25,566 2751 25688
LAY LN (9.16}
Adii) 4 TH -2 2.3 0.0 -1 19093 18,988 18023
ET50)  60d4)  {643)
Adii) 5 MP -1 -1.B 06 14 21.157 23,339 22.970
{R.53) 18.59) 1819y
Adii & UP 43 09 1.5 (51 39.010 46875 47845
{15.3) (7.0 (7.1
Adii} 7 HRY 4.0 R -2.1 RN 1307 2.543 2.649
(L30) {09y (095
Adii} 2 RIN -2 4kl 0.2 pA1] L7 11956 13058
{457 {437 [4.67)
Bi} 3 BHR 02 -l.3 2.0 N4 314891 44944 45790
(3T (164 116.3)
BHii} 1 ORS -1l 2 0.5 0.9 I4.,9497 15581 15638
' (5.89) (584 (593
Btii) Il MHR 02 O L 1.3 19347 22805 MR
[7.600 {8.34} (8,600
Bii) 12 KRN -2.2 L.k 0.5 1.2 11.715 10981 12179
e {401} (434
By 13 HP -L.B 1.7 0.2 14 923 0.947 L1043
[0.36) {0.35} (f.240h
B{in) 14 ASM .2 1.7 26 14 6. 716 9.2 10953
(LG4 (33K} (19
Bii) 15 PNB =335 24 -2.0 40 2.961 230 27512
(Lier 084 1009E)
Biii) s T -3 10 [ 4.5 1L.0HY Ag42 10T
{4.36) (3.23) (1EN
C 17 JRK 0.4 13 .7 4.7 1.040 1442 1776
(TR (% & TR | X
17 Statcs togcther 1.2 09 0.6 .6 254,475 2Ti5H4 2H0474
(MR {I00AH g1

MNeves: (1) | and [] cefer to periods 1970-71 to 1983 and 1983 o 1987-88

(?} Figures within brackeus refer (o percentage share of a state in the tolal powr popala-
tion of 17 sialcs together in a given year.

{3} For explanation of the abbreviations used Tor stale names, see Table 2.

{4} Calumn {1 refer 1o the staic-specific category assigned whiie ranking the 17 stareg

Source: Table 5.

the urban sector, the corresponding Tate
of decline was about 1.1 to 1.2 per cent
per anaum during both the periods.

(3) The absoluie numbers of the rural poor

(4)

i

6

—r

)

(in million}, on the other hand. rose
from 257.9 (1970-31) to 276.8 [1983)
and lurther 1o 283.7 million,(1987-68).
In urban India, the numbers of the poor
tose from 50.4 (1970-71) 1o 69,2 {1983)
ard 77.5 million (1987-88).

For the Indian union as a whole, the
population in poverty grew from 308.3
million in 1970-71 1o 346.0 million in
1983 ard to 361.2 million in 1987-38, In.
cidentally, the total population of India
was about 361 million in 1951, whereas
the population of the poor alone was ex-
actly of the same magnitode in 198788
The annualised rate of growth of Lhe
rural population afflicted with poverty
was around 0.5 to 0.6 per cent between
1970-71 and 1933 as well as between
19E3 aned 1987-8%. ILn sharp contrast, the
corresponding rate of growth of urban
population in poverty was aboul 2.5 1o
2.6 per cent belween 1970-71 and
1987-38, For India as a whaole, the
population of the poor grew at an an-
nual rate of about 0.9 per cent between
1970-71 and 1987-83, which mav be
compared with the overall growth rate
of Lhe general popuiation of around 2.2
per cent since 1971,

In view of the very small size of 1the
population of Manipue, Tripuea and
Delhi (rural), our discussion of state-
specific resuls is better confined to the
retiaining 17 major stales. Among Lhase
17 srates, the incideace of rural poverty
in Punjab was cansistently the lowest in
the three years, being 2ZB.7 per cent
{1970-71), 18.5 per cent (1983) and Z1.0
per cent{|987-8B), whereas rurat Bihar
occupied the opposite pole in 1983 (70.4
per cent) and 19E7-EE {66.3 per cent) and
West Bengal in 1970-71 (76,7 per cent).
Dine nevertheless must note that rural
FPunjab ranked very low in terms of its
performance in poverty alleviation, as
both the headeount ratio as well as the
numbers of the rural poor ross between
1983 and 1987-88. In the urban seclor,
the lowest headcount ratic was observed
for Himachal Pradesh in all the three
vecars and no single state, on the other
hand, occupied the worst position
{ighest incidence of poverty) con-
sistenthy im all che three years. Since the
weight of the rural sector in £ach of the
major states is very large, Punjab and
Rihar occupied the same cxtreme but
OppPosile positions in regard 1o poverty
ingidence at the entire state level in all
the three wears, 1970-71, 1983 and
1987-38.

Rural sector of Assam and the urban
sccior of Bihar had the unique but
dubious distincuon of registenng in-
crease in poverty incidence in 1987-88
i relation to their level af poverty in-
cidence enperienced in 1970-71 as well

n- 1O



(7) Among_the I7 stalcs, Tamil Madu, deching in paverty incidence in period 11
Madhya Pradesh and Uttar Pradesh ex- (1983 to 1987-B8) than in period I (1970
perienced higher annualised rawes of 71 to 1983) boath io the rural as well as

TABLE BL: KANKINGOE STATES IN TERMS UF POVERTY ALLEVIATICN PERFORMANG 1, AsNuaL RATES
e Crmow bl ok He Ao Bagio (h) asin Nusakews oF THE Pocee (R} DLIRING
PeRIoDs 1 anp 1L —TTRBAN T'OPLLATION

Cate-  Rank State  hiPer Ceniy  nfPer Cemi} Mumbers of Poor (Million}
BTy | 11 1 L1 19M-71 1983 1987-4E
i 21 (3 (4 R3] (5 (T (5} % 110y
Ali) I HP .5 154 -3.K 133 0045 (.024 a.03
[{AET 1004} {0.02)
Al Z PNE -1 114 24 1.6 H792 Lm0 0638
11.62) (1.5} {0ET)
Adii) I TN 4.7 BN Ly .5 7.000 T.629 1.159
(14.4) (L3 {974
Afii) 4 LIP 1.4 -3 1% 1.6 666035 11,565 11,479
(137 {16.0) 15.2)
Alfii) 5 MK -0 =23 35 1.7 ERE Y L EH fo. T6)
(B.12) 1913} 18.71)
Adil] & HRY B3 14 0.3 14 0613 0676 070
[1.26} [ (LR Y]
Adii) 7 KLR -2 1.6 1.1 1.7 2 0hd 26l 2,644
[4.44}) 131,70 13.52)
Adii) 5 1&K 4.4 -l.& -2 1.9 .24 AL (k175
0,47} {0.24) {023
Bii) o ASM LL¥:] -12.3 £4 94 0.245 0.470 (k301
(41,560 (0.7 U]
Biny I} MHRE (N | =27 14 [ f.2497 WAET2 AR
1129} {1d4.4) 129
Bdiy il OES L] -6 3 1.4 U thhd 1.543% (.10
(1.9} {2.77} 12.61)
Biiy 12 GIT 24 0.9 10 18 1773 4.249 5.029
(T34} 46.39]  (h6K)
Biii) 13 WB -1 1.3 LA 4.1 1627 4. 4Xf 5.297
{7.44) {605} §7.03)
Bl 4 AP -2 17 LE 6.5 LETE 4830 £ 416
{T46  {T.26] (RS2
0] 13 HHR A4 L8 iy L8 14056 4,949 G603
16.27) 17.44] [R.H4)
By 16 RIM 1.7 24 249 e 2 (KAl 29541 d {171
{424 {4.48) 15.41)
Hii} 17T KRN 1.4 .l 1.2 H 1.348 4.421 6,277
{6.Aa7 h5d B.33)
17 Srates 1opether 1.2 -4 1.5 e dR.747 6. 337 TH.A2%

[1001.00) (10000 {100

Nivtes and vounnes: Same as that of Tahle 5.R.

Tamnl 9 A -Trna Espvancs o Povremy Incesce (HOR)—Ou Bseacves vEesus
Prid $41 wris %0 COMM RSN

S Description of Headceeun Ratia Year Rural Lirban Cumbrined
Mo Lstimation Procedure Rural and
Lirban
i [#4] [} 14) (%) ok
| HCE based on appropriase (2 1983 44.02 3883 LLIE L
price adjustment by 19R7-8E 44 KR 3652 2.7
2 HC'R as officially reported 3y 1943-84 40,40 2810 7,40
(b  1987-88 12 14,40 24920
3 HCR wsing afficial price- 3] 1443 40054} 267 170
adjustment and pro rede
adijustment Factar (b1 1957-5E 933 IT.57 2h27
4 HCR using official price {a) 1953 St 500 42 30 53.00
adjustment but without
pro rgeg adjusimen) factor (b)) 19H7-HE 51.00 3347 46.43

Sowrves: 1 For lines 1{ay and 1tb}, Tabkle 3 in this paper.
2 Far lines 2a) and Hb) , Table 34 in Sefeceed Sovia-Feanaomic Irificators fur fndic
9%y, Cencral Statistical Crpanisation, Mew Delh,
3 For lines 3a) and a), lable 9 in Minhas «1 al (1987)
d For hnes 3k} and 4(b}, Appendix in chis paper.

urban sector.

(B} In the rural sector, the highest annualis-
ed rate of decline in poverty incidence
was registered by Harvana (4.0 per cent)
over period 1 and by West Bengal (3.1
per cent} over period 1. In the urban
sector, the highest rate of decline was
experienced by Himachal Pradesh both
in period 1 (7.5 per cent) and period 11
(156 per cent). In the second period,
Punjab also registered an cqually steep
decline (13.6 per venmt) in urban pover-
ty. At the entire state level (rural plus
urbany, Haryana (4.0 per cent) recorded
the highest annual rate of decline in
poverty incidence during period 1,
whereas in period I1, Tamil Nadu (2.6
pet vent ) and West Bengal (2.5 per conl)
repistered the highest rates of decline
among the 17 states,

Returning 1o the ranking of [T states in
terms of poverty alleviation perfor-
mance, Andhra Pradesh and Kerala
ware Lhe only 1w states which managed
1o reduce both the headeount ratin as
well as the numbers of Lthe poor con-
sistently i bath the peniods in the rural
seclor, and thus secured the DGrst and
second ranks respectively . Io the urhan
sector, U was only the state of Himachal
Pradesh where both the headeount ratio
and the numbers of the poor declined
i both periods.

[

=i

Finally, we must aote that there is no
hasix, either in theory or known Facis, to
carry ouwl a prir rwia adjustment in the
observed size distribution of consaimer ex-
penditure in a particular NS5 round by
multiplying it with a scalar derived from the
ratic between the Mational Accounts esti- -
male of agereeale consumption ot the
nearest Minaocial vear and the wolal MSS con-
sumer expendilure available from the parti-
cular round of household budget survey, In
spite of the weight of a substantial amount
of seiemtifc research b the contrary, the
Planning Cominission has continued to in-
dulge in mindless tinkering with the NS5 size
distributian of consumer expenditure for
1987-B8 also, just as it did for 1983, The
massive redoction in the incidence of pover-
ty between 1933 and 1987-2K, as reported
by the Flaaning Commission m 199, is
largely a conseguence of the peculiar
slatistical arrefacts used by it and the extent
of real reduction in poverty incidence is in-
deed vather small. Appropriately computed
incidence of poverty in 1987-88 (affccting
appropriate price adjustment only at the all-
India level comes 1o about 44.8 and 36.5 per
cemt, respectively in rural and urban India,
rather than 32,7 and 19.4 per cent reported
by the Planning Commission. However, ac-
cording 1o our preferred aggregated
all-India estimates (which allow for staie-
specific vatiation inm prices relevant o
the poor population in cach statel, the in-
cidence of poverly in 1987-88 comes to
aborue 48,7 and 378 per cent Tor all-India
rural and urhan, respectively,
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Appendix

ESTIMATES 0F HEADCOUNT RATION Al
THE ALL-INDHA LEYEL LISING THE
PLANNING COMMISS|ON PROCTDURE

Plarning Commission proccdure for the
estimation of the headcount ratio involves

(a) price-adjustment o the poverty line
(orginally estitnaned ar 1973-T4 prices) bascd
on the implicit deflator for Apggresale
Private Final Consumer Expenditure
{PFCE} in the domestic market, and

(k) pre rofg adjustment im.the size
distribution of PCTE lor the difference bet-
ween the National Avcounts-based cstimate
of PCTE and the N5S-based estimate of Ag-
gregate Household Consumer Espenditure
(AHCE).

As regards {3), we have the following
estirnates of FFCE (Hs crore) at current and
constant {1980-E1) prices Trom 1he National
Accounts Stausucs (NAS).

Year FFCE at FFCE at
Lurrent Prices Constant Prices
1973 74 L LR 15654

1997-58 213628 115320

The estimates Tor 1987-38 are the latest
revised ones made available by C30. Using
the above mformation,. the price- adjust-
ment factor Tor 1987-88 (with 1973-74 = 1019
works out (0 be JoH .06,

As regards (B), we have the following in-
formation for 1987-8R: Average POTE for
alfl-India rural wnd wrban population is
Bs 158, 10 and 24993 per month respective-
by (Source: MSS Dvaft Reporr No 372, p 1T
Population weights derived from Sarvek -
shana [Seplember 1930) p 16 are 07345
(rural) and 02605 (urban) for 198788 with
approxamalely 788 mitlion ol aggregals
population. Since the M35 estimate is for
30 days, we wse the [actor of §2.167
{ = 365:/30) for deriving the annual estimate
of ABCE. Using the foregoing information,
N535-based estimate of AHCE works oul to

S HOH Lslimaton

be B 174509 crore. The reguiced pro rele
adjustment Tactor Mo 1987-BR, therefore,
will he {PFCE based on MAS) (AHCE bas-
cd on M35) = 2236297174500 = 1,275

The alternative headcount ratios {in per
cent] for [937-88, based on the forcgoing
information of (a} and (b) and N5% based
size-distribution {given in NSS Droft Report
Mo F7I), are as lollows:

Kural  Urban
N Procedars

| Lsing the price-
adjuscmene facior {a)
and o rete aldjosiment
lartar (b)

2 Lisine anly the price-
adjustoens Tacior 4a) bul
i FAE FOdE
adjusamcrr faoor ()

LT N . )

Sl 3347

Motes

I The rationale tor the choiee of middle frac-
liles of population as the relevanl group,
whose cost of living should b wsed in up-
dating the poverly norms, s discussed in
Minhds a1 al (F987).

For devails. see Planning Commission [197%).

A1 dhe stale and all-India levels, the size

distrihutions of FCTE in the yeats 1970-T1,

1983 and [ 987 RE arc iaken from the cespes-

tive sources: M55 Reporr NWoo 234,

Sarvekshanag, Vol 1X, Mo 4, April 1986, and

MES Druft Reporr Mo I72, Jume {190)

Muative thar 1the resules relating to the year

1967-8E and seported in the NS5 Draft

Repor Mo 372 are based on the hall sanmple.

Mewvertheless, the survey made large enough

gveTape in Lhiv hall sanple, with about 41.6

and 22.7 thousand howscholds spread over

abuul 4,184 sample villages and 2, 298 sample
blocks e the. rural and wrban areas,
respectivedy.

4 Also see, Minhas, B 5, Aprcudteral Progrest
andt Ruval Poverty in Indig, Sir Chhotu Kam
Miemorial Lecture B, Fehruary 2, 1991,
Harvang Agniculieral University, Hissar.

5 See Visaria and Minhas {1951
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& Results for stale of Assam are nol com-
parable over the period from 1970-T1 o
196785, as the Boundarics of the siate
underwent change during this period.
Morwithstanding the fact that the absolue
level of 1he incidencs of poverty in rural
Punjab was the lowest (relative 1o other
states) &l each of the three 1ime-points
{19T-TE, V9B and [987-88), the rise in the
percentage and the aumbers of the rural
poor in Punjab between 1983 and [987-88
may have been a gonspquence of the per-
sistence of aboormally diswurbed political
conditions which have been prevatliog in
Punjab since L%,

8 For Lhe vear 198788, a comparison between
the implicit PFCE defator and consumer
price indices for 4he middle-range (separate-
I¥} of the rural and the urban papulzeion
shows thal the price rise is under-stated o
1he extent af a listle over iwa per cent for
the rural population and over 10 ner ecnt for
1the urban populbation.
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