DISCUSSION

Rural Poverty and Its Alleviation in India
A Critical Serutiny

Surcsh I¥ Tendulkar
L & Jain

IM Section Il of their paper 16], Kakwani-
Subbaran (K-5 for short hercafter) cxamine
the “trends in inequality and poverty” using
the four time-points of Mational Sample
Survey, namely, 1972-73 (ZTth round),
1973-T4 (28th rownd), 1977-78 {32nd round)
and 1983 (383th round). The survey periods
coversd by these rounds are given in column
(23 of Table 1. Their major conclusion is as
follows:

in general, . .. the meagnitwdes of educlion
in poverty are higher for the metiod 1977-T4
tey 1983 than for the period 1973-1d (o
1977-T8. This is an intcresting result because
1973-74 to 1977-78 was a period of higher
gromth (2.7 per cent) with increasing in-
equality whereas 1977-B3 period  was
characterised by a somewhat lower per capita
growth of consumption {1.7 pet cent} but ac-
companied by substantial decrease in in-
equality. The decrease in ineguality wos [he
mgior factar which led to o substantial reduc-
fion in paveriy i the second perind (page
A-%, emphasis added).
Motice that the conclusion with added em-
phasis asserfs (hal incoualily reduction was
the major cause of substantial reduction in

poverty. IF il is empirically established it has

far-reaching palicy implications. 1t implies
that relative inequality mduging policies
would have a larger impact on the incidence
of poverty than growth-promoting palicics.
Because the conclusion is far-reaching in
mature and because it comes from well-
established authors, it is necessary to sub-
ject this paper to a critical scrutiny. In our
subsequent analysis, we argue
(13 that the methodology adopted by the
authors does not establish the causal con-
nection asseried in the conclusion quoted
above;
(2} that the authors ant incorrect in inferring
from two-peinl comparisons aboul the

trends regarding the movements in the.

headcount ratio {or poverty-gap ratio)
from the three discrete time-paints;

(3} that even if we interpret their conclusion
in a purely descriptive sense (a5 opposed
to the caunsal sense implied by the
authors) it does not follow from their
own empirical resulis;

(43 that their descriptive conclusion would
b Further vitiated becanse of certain im-
partant data problems and inappropriate
sets of price deflators used by them;

(5) that their last section has anly tenuous
connection with earlier Sections [T to YT,

() that the authors have given several regres-
sions results without specifying the
underlying economic rmtionale

Econoimic and Political Weekly

MTTHODOLOG L AL PROBLEMS

The authors carry out two distinet and in-
dependent exerciscs, namely, {A) a simpla
decomposition seercise irying Lo allocate a
percentage change in & poverly measure into
that attributable to growth in real mean per
capila total expenditure (PCTE) and the
residual to changes in relative inegquality
{Section V) and (B) an cfforl 1o assess
‘responsiveness of poverty to growth and in-
equality changes” {Section VII). The details
of both are not adequately provided in the
papcr,

As regards (A), owr reworking of what
authors may have done indicates the follow-
ing procedurc adopted by them. Let H; and
H, be the headcount ratios {or any other
poverty measure wsed by the authors} in the
terminal and the basc year, respectively. The
total annual compound rate of growth
{decline) of the poveriy measure over period
of T years is given by r where

H, = Hy {1+1)7 )
Mow a hypothetical headcouo ratio H has
been defined which indicates the headeount
ratio that would arise if only real mean
PCTE were 10 change but the Loren=z curve
were (o remain unchanged, H can e
defined in two ways, namely, the Lorenz
curve reraing unchanged as in the base year
or as in the wrminal year The authors have
not explained the procedure they have used.
There are also interpretational prrblems of
which the authors seem to be unaware. This

is discussed by the present authots in their

paper [5]. Whicheover way H s defined their
growth effect is defined by the annual
groweh rate r o where

H, = H L+t 2
The inequality effect {r) follows as a
residual

==t (K3
Tables 10 to 12 fzach in K-8) indicates r,, 7
and r for two periods 1973-74 to 1977-T8 and
1977-78 to 1981 for three poverly misasuras:
headcount ratio for poor, headeount ratic
for ultra-poor and poverty gap ratio.

It is important to smphasise that r, and
r. constitute components of arithmetical

ecomposition purely descriptive in nalurc
and without any explanatory content in the
absence of any explicitly formulated
economic model relating poverty indicator,
real mean PCTE and Lorenz curve. This
scheme iz incapable of establishing the
eatsal connection asserted by the authors
and quoted in the beginning.
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A regards (B), Section ¥1 in K-5 provides
irnpressive analytical expressions for ‘growth
clasticity” (GE), ‘inequality elasticity' {[E)
and '‘marginal proportional rate of substitu-
tion' (MPRS} as an absolute value of the
ratio of 1E 1o GE. Again, in the absence of
any explicitly formulated coonomic moxdel
incorporating the mechanisms and processes
connecting poverty indicator, mean PCTE
and relative incquality, these sxpressions are
at best descriptive in content. The expres
sinn For GE indicates the impact of an in-
finitesimal increase in real imean PCTE on
a wiven mverty measuree holdin g constant the
Lorenz curve. This 15 at feast descriptively
unambigeous in direction. The same, how-
ever, cannol be said about the so-called
‘imequality elasticity”, It is weall recogniscd
{and the authors are aware) that there is ne
unambiguonus, general one-to-one relanion-
ship between (a) the Lotenz curve and the
summary imdicator of Gine cocfficient
{which is derived from the Lorenz curve) and
(b) the Gini cocflicicnt and the poverty
measure. In practice, Gini coefficient and
poverty measure can change completely in-
dependently of each other' (for a diagram-
matic illustrations, see |3[). In order o get
around thiz problem—again in a purly
descriptive Fashion—ithe authors consider a
very special elass of uniformiy proporticnale
outward movement in Lorenz curve. Ln this
special case of a specific class of non-
intersecting Lorenz-curves, the information
contained in the entitc Lorcnz curve is wm-
ey mapped into the Cini coefficient, This
particedar way of defining a shift in the
Loren: curve enables the authors 1o deTive
¢egant analytical expressions for IE, Strictly
speaking-—and this is importanmt for-
interpretation—IE indicates a descriptive
elasticity of any given poverty measure with
respect to a uniformly proportionate infini-
tetimal outward movement in the Lorenz
curve which, by construction, 1s equivalent
to an infinitesimal increase in the Gini.co-
efficient. Although it is directionally made
unambignous by a particular construction,
il is again absolutely important to emphasise
that ‘inequality elasticity” in general is mof
directionally unambiguous, The numerical
magnitudes of GE and [E are given in their
Tables 13 and 14 for the poor and the eltra-
poor at three time-points: 1973-74, 1977.78
and 1983, The magnitudes of marginal pro-
portional rates of substitution being the
absolute value of the ratio of LE to GE ar
given for the three selectsd time-points in
their Table 15 where the colwtin headings are
wrongly marked.
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Three comments are relevant in this con-
nection. First, GE and IE in their Tables 13
and 14 conro! be related 1o growth and in-
eouality effects in their Tables 10 and 1. The
latter arc arithmetical decompiésitions
between two observed discrete time-points
whereas the former are derived for in-
linitcsimal changes. Similarly, inequality of-
fect in [A) being the component attributable
to an actual change in Lorenz curde can be
directionally ambiguous whereas [E in {B)
15 made direcfionally unatmbiguous by a par-
ticular consiruclhion.

Secondly, the avthors have given the
magnitudes of GE and TE which are point-
elasticities cvaluated presumably al observed
points, These are not invariant to the poinis
at which thoy are cvaluated. Conseguently,
the authors” statements tegarding GE and
IE showing “a general tendency to increase
over time, the increase being slower in poorer
states™ (p A-9), etc, are conditional upon the
podnes of evaluation which should have been
kepl constant in order to detect true inter-
temporal chanpes.

Thirdly, on the basis of the magnitudes
of incguality clasticilies they make Lwo
statements (1) *. . . if the incguality deterio-
rates doring the course of economic growth,
poNCTEY may incrcase even with a faster
economic growth because of increasing in-
eguality elasticity™ and (2) “both growth and
inequality elasticities are considerably higher
for the ultra-poor than for the poor implying
that wncreasing inequality will hure ulira-
poor more than the poor” {p A-9), Both the
starements imply gemera! reduction in in-
equality and not a parliceler chacacterisa-
tion used in (B, In this case, il is possible
1o ingrease incquality and reduce the head-
count ratio for the poor or the ultra-poor.
This can be done if the fractilc-groups in the
middle of the distribution lose out and the
beneficiaries are located at the top and the
bottom end of the distribution, This is just
another way of making a point made earlier,
narmely, that ‘inequality elasticity’ does rov
pive an idea about the impact of onp general
change in relative inequality. Tn ocder to
make sense out of these magnitudes i is
fiecessary 10 mode] the mechanizms and fro-
cesses connecting growih, relative inequality
and poverty. To the absence of this, the
magnitudes quoted by the aohors are al best
descriptive and the conclusions drawn from
them misleading.

MISLEADING "TREKDE’ FROM END
POINT COMPARISONS

The anthors repeatedly refer to annual
compround growth rates emerging frofn two-
puint comparisons as ‘trends In poverty’
(their Sections [1 and 1Y), Ahluwalia {1] (o
whom reference has been made by the
authors) estahlished (wo propasitions on the
basis of a lime-series analysis of rural
POVETLY:

{13 The incidence of ruml poverty has been
wildly fluctuating without any trond over the
period from 195657 to 1973-74,

{2} The incidence of poverty is negatively
aszociated with the real agriculiural value

2066

added per head of the rural population.
The authors take note of the second con-
clusion but ignore the firgt. The Lwd proposi-
tions taken topether imply that in the
absence of a complers time-series, it would
be hazardous to infer any ‘trends’ on the
basis of two-point comparisens. This was
proimled Gut carlier (sec [#f). Moreover, it one
were forcod to infer trends from selected
hme-points, it §s necessary to carefully
cxamine vear-specific effects. The authors
have not done (his. IL may be noted that
1973-74 was a vear of indifferent harvest
proceded by a major deought of 1972-73.
The rate of inflation during this peried is
known to be very high (see [2]), On the ather
hand, the survey for 1977-7T3 coincided with
the agricollural year which was a lecal peak
up to 1977-18, Simnilarly, the harvest tor the
survey period of calendar-year 1983 may be
taken o consist of the rabi of 1982-83 and
the khanf of 1383-84, Ln this case too, a lecal
reak was attained up to thar time. Con-
scquently, the comparison between 1977-T6
and 1963 may be considerad (o be valid Trom
the point of view of agricultural harves.
{There are data problems with the year
197778 which seriously alfect the authorg
conclusion. These are taken up later 1o this
ne} However, the comparison beiween
1973-74 and 1977-78 would be scriously
affected by the base year being abnormal.
There 15 an additional problem with the 28th
round dala relating to 1973-74, namely, it
was 2 round cxtending over 9 monchs from
Cctobser 1973 to June 1974, 14 is well-known
that mean PCTE: as well as its distribution

would be affected by scasonal factors for a
round not covering the entite twelve month
peried, Consequently, the so-called *trends’
noted by the anthors contain substantial
element of year-specific effects and are
misleading as trends. At best, they are
ohscrved poine-to-point compound annual
growth rates and not trend growth rates

CONCLUSION anb EVIDENCE

Before we elaborgle the Jdata problems
which vitigly the conclusion of the authors,
il 15 ngcessary to take a closer look at their
comclusion in the light of the information
given by the authors in the set of tables in
their paper.

We start with peinting out an ercor. The
guotation mentioned in the beginning gives
the growth rates of per capita consumpticn
batween 1973-T4 and [977-T& as 2.7 per cent
and between 1977-T4 and 1983 as 1.7 per
cent. These geowth rates do ool match with
thiose derived by the authors in theip Table 3
(rage A-4, last linch, While the differences
are ool substantial, they are indicative of
possible lack of care on the part of the
authors.

W have already argued earlier that the
devomposition exercise cannot establish the
causal link maintained by the authors, It we
take their conclusion to be perefy descrip-
tive, docs it get established by the figures they
have quoted in cheir paper?

A close svamination of Table 14 to 12

given by the auchors reveals the following
poines.

TakLe It DFralls OF NaTIONAL SAMPLE Sukvey (NES) RounDs

Mk Survey Mericd Abbreviation [Yata Sourie

Raand far Survey

Mo Period

n Cctober 1972 o Seprember 1973 1972-73 Survekshana, Vol 11, No 3,
January 1979

2% October 1973 10 June 1974 1973-74 Sorvekshana, Yol 1, No 1, luly
1977

3z July 1977 1o June 1978 1977-T4 Sarvekrhang, Yol EX, Mo 3,
January 1936

k1] January 1983 o December 1993 1963 Sarvekshana, Yol 1X, No 4, April

1%E6

TapLy 2 COMPARISON OF MEaN PUTE UsinG ALTERVATIVE SE1 OF 1IEFLATORS AND K-5 EsTIMATES

Sl MES + Survey Mominal Deflator Real Mean K-S Estimate
Mo  Round Mo Perind Mean PCTE  1973-74=100 FCTE of Real Mcan
(ks Per Manth} {Rs Per Monih) BPOTLE
(1) I} {3 () 5) (&) I['-']I_M_ B
1 7 1972-73 4417 §2.00 5381 £3.00
2 2K 1971-74 53.00 LI L] 53.01 51.80
3 iz 197778 63 .89 118.34 58.31 210
(65.95) {35.TH) {56,700
4 18 14H3 11245 188.73 50,58 61.70
MNates: [V} Columo (81 is worked out from columns (4} and (5).

{21 Adinsted estimale for data problem for the 32nd round is given in bracket in line 3.
(35 Unadiusicd esiimate for K-5 in line 3 is taken from the earlier version af their paper.
t4) K-S estimate in cobumn {7) may presumably represent an aggregate for the 15 stares
covered by them whersas that in coluemn {8) is at the all-India level.
Soarces: (1) Yarious published NSS Reports For column (4)

{2} Minhas & al 17} for column (5)

(3} Kakwani-Subbarao (K-35} Table 2 for column (7).
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Whether one takes period I (1973-74 o
1977-78) or period 11 (977-78 o [983)
distinguished by K-5, the growth offec due
to 4 rise in real mean PCTE was in general
larger in numerical magnitude than the in-
equality effect Tor all the poverty measures.
Cases involving dominent and favourmiie in-
equality effect are exceptions rather than a
rule and we may note them. During period
1 we observe an interesting case of Haryana
far the poor and Cujarat for the ultra-poor
where favourable inequality cffect domina-
ted over growth effect. During peniod
whera the authors claim a major impact of
reduction in inequality on poverty, the in-
equality effect is indeed generally favourable
bt it is numerically dominant only in the
case of Punjab for headcount ratio for the
poor (Table 10} with Orissa {and possibly
Gujarat) also coming into the set when we
consider the headcount ratio for the ulera-
poor (Table 11) or the poverty-gap ratio
{Table 12). Conscquenily, the conclusion
drawn by the authors, namely, “the decrease
in inequality was the major factor which led
10 g substantial reduction in poverty in the
second period” -docs nod follow even deserip-
tively from a carclul sxamination of Tables
10 to 12 given by the authors themselves,

It is, however, true that the compenent in
decomposition attributable to changes in

TABLE 31 AVERAGE ANNUAL COMPULINL
G RaTes oF REar. MEan PCTE: K-3
EsTivares AnD THESE Basei on
ALTERMALIYE DEFLATORS

81 Mawre of Estimate  1973-74 197778
Nofor 1977-78 4] o
1477-18 1983
Period [ Perciod
{1} Unadjusted based
on alternative
deflators .39 .50
(2} Dnadjusied based
on K-5 340 .80
{3} Adjusted based on
allerpative deflators .82 1.1%
{4) Adjusted bascd on
K-5 .30 1.50

Sowrce; Table 1, colunn {5) for lines 1 and 3.
Table 1 column (7} for lines 2 and 4,

TapLk d: SHARE 0 MaHARASHTRA AN
BarastiiaM IN CERTAIN RELEVANT ALLINDIA
Rukae Macisriiincs

(Per Centh
{1} Share in all-India rueal
. population 13.24
{2} Share in the all-india raral
population locared in opep
endedt class-interval 7.4l
{31 Share in the all-India 1otal
expenditure {Tutal} in open
ended class-interval .75
{43 Share in the all-India expen-
diture {rural) on durables in
open ended class-interval 5307
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lorens curve, was mostly adverse during
period 1 and mostly favourable during
period 1T bul that cannot sustain the con-

clusion of the authors. What can be infer- -

red is that growth and inequalicy changes
were mostly mutually reinforcing in period
11 and mutwally offsetiing in period 1. This
negates thetr position. Even this conclusion
is subject to the data problems o which we
fure now.

DATA PROBLIMS

There are two major data problems with
the K-5 paner which would vitiate cven the
descriptive conclusions drawn by them. The
first problero relates to the choice of the
price deflator and the other 1o the upusnal
natwre of the survey data for 1977-73.

First, we camment on the choiee of the
deflator. The authors presumably use the
same deflator, namely, consumer price index
for agricultural |abourers (CPLAL) for ad-
justing porf the poverty line and the mean
PCTE for siate-specific price changes owver
the Lime-paoints of the four National Sample
Surveys on consumer expenditure.? Barlier
regearchars have indeed used CPiAL for
adjusting the poverty line. However, Minhas
et al [7] have worked out state-gpecific con-
sumer price indicss sepatately for the total
rural population (CPITR) and Minhas and
Jain [8] for the middle range of the rural
population (CPTMR) where poverty line may
be cxpected to lie, Appropriate weighting
diagrams and awverages of village-specific
price quotations have been used in the com-
putation of CPITR and CFIME. CPITR
provides the conceptually appropriate
deflator for mean PCTE and CEFIMR for
the poverty line.

The second data problem relates to the
12nd round of NS5 for 1977-7F —the year
which plays an absolutely crucial role in the
K-5 conclusions. This problem has been
discussed in detail at the all-India level
elsewhere (see |4]). It has been pointed out
that the 32nd round, compared to the 27th
(1972-73) and 38th (1983} mporls unusually
high proportion of tolal cxpendilure spent
on durables and at equally unusually low
proportion spent omefood at the top end of
the PCTE-scale in the open-ended class-
interval, This phenomenon is much sharper
for the rural than for the wrban population.
Thiz brings out an unusuwal nalure of the
published results of the 32nd round, This
would affect (a} mean PCTE for the open
ended clazs interval; (k) mean PCTE for the
entire population (therehy affecting the
growth affect in the decomposition);, and
{c) the Gini coefficient (which would affect
the inequality effect in the decomposition).
It may be noted that the nominal Gini co-
efficients for the rural and the wrban popula-
tion turn out to be about equal for 1977-T8
whereas for aif the other rounds, the Gim
coefficient for the rural population has
afways been distinetly lower than that for
the urban population. A detailed discussion
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of the possible adjustments has also been
presented in the paper [4]. K-5 arc awars of
this prohlem but they claim the problem to
be serious only fr Maharashtra and
Rajasthan and have made some adjustmients
the details of which are nowhere available
in heir paper.

IT we make adjustments for 1he coneep-
tually more appropriate sets of price
defators gad o1 the dana problems of the
12nd round, K-5 conclusion does not hold
al 1the all-Endia level, We may starl by noting
thar K-5 adjustment and our adjustment for
mean PCTE at the oll- India level 15 not very
different in percentage terms,  Adjusted
eatimane of B-% is %594 per cent of the un-
adjusted one whereas it 15 9574 per cenl in
pur ¢ase {Table 2). We may also nme that
K-5§ gstimare of mean PCTE at the all-India
Icvel is presumably aggregated trom the cor-
responding state-level estimates, Since K-5
have not provided the informarion regarding
the siate-leved populstion cstimates, we conld
not work oot the corresponding cstimate
using the state-level CPITR which ars
availahle (sev [7]) Our estimates at the all-
India lovel are diregtly taken from the table
published for the all-Tndia rueal population.
However, this difference would not affect the
growth rales which form the basis of K-5
conclusion.

Table 3 shows that Based on the up-
adjusted estimates for the 32nd round, there
was considerable slowing down in the rate
of growth of real mean PCTE whether one
uses K-S estimates or those hased on alter-
native sel of defators. However, unadjuseed
K-S estimates are on Lthe higher sidé After
adjusiment for data problem for 1977-78,
the piciure drastically changes. Using alter-
native set of deflators (ine 3 of Table 3) there
is a slight facrease in the rate of growth of
real mean PCTE from period | to peciod 11
whereas K-5 get the opposite result line 4
of Table 3). Since the altermative set of
deflators is conceptually mortc appropriale
and empiricaily more sound, the conclusions
based on thent ought to e more acceptable
than K-5 estimates. En other words, growth
effect would be sumewhat stronger during
the second peried than during the first, Sinee
the Gini coefficient also stands artificially
infMated because of the data problem for
1977-78, the reduction in Gini coefficient in
period 11 would also appear sharp although
that should not be taken to be a reasonable
representation of what actually happened.
Consequently, the very edifice of K-35 con-
clusion quoted at the beginning appears to
be shaky ar the all-India level

Ancther empirical inconsistency in the
K-5 paper may be pointed out at this stage.
The growth rates of per capita consumption
quoted in their Table 3 are at constant prices
whercas the growth rates of Gind Index and
Theil's Measure guoted in their Table & are
at current prices. That ineguality indicgs
computed al current and constant prices can
and do differ, has already been established
(see [4]) at the all-India level,

As regards the daty problem for 1977-78,

2167



K-5 {p A-6) recognise it as being acute in the
case of Rajasthan and Maharashtra and
claim to have “adjusted the numbers to con-
form broadly wo the lemporal changes i the
same state in the years immediately prece-
ding and following 1977-7T8", The neguabiny
estirnates shown in their Tables § and 6
reflect these adjustmeonts. The details of
these adjustmenis are not proviced by K-5.
We tried to assess rhe impact of thesc ad-
justments by comparing the carlier (Gotober
1984) version of the K-35 paper with the revis-
ed version (February 1990 which has ap-
.peared in EPW. The comparison of
Tables 10 to [2 in the two versions providing
decompasition results reveals a curious situa.
Lion. The mte of growth of real PCTE baofore
adiustment for Maharashira and Rajasthan
weie 6.2 pep cent and 10,4 per et Tor period
| {Fable 3, October 1989 version}, After ad-
justment these growth rates become - 1.0 per
cent and 3.4 per cent respectively (Table 3,
February 1990 version}. This shoudd have
tesulted in an adverse groweh effcct in
Maharashira and a reduction in growth cf-
fect For Rajasthan in the authors” decom-
pusition exercises. However, Tabkles 10 to 12
are ifentrice! in borh the versions for period |
with mspect 10 Maharashiea and Hajasthan.
The growth effect codtinuaes to be favourable
for Maharashira despite g redaction i real
mean PCTE over the period indicated in
Table 3 of K-5. In other words, the authors
have not carried over the effects of data ad-
justments for 1977-78 in their decom pos-
tion exercises for period L. I'his makes for
a wrong and misleading comparison het-
weent the two periods for baharashira and
Rajasthan.

Muoreover, the authors make adjustments
for the data problems only for Maharashira
and Rajasthan leaving all other siates
uniouched. . .

Cur adjustment at the all- India level for
the data problem in the 32nd reund hrings
down the level of per capita total expendiiure
by a little over 4 per cent (see |£]). Table 4
gives the relative share of Maharashtra and
Rajasthan io relation to all- India (rural) for
certain relevamt magnitudes. The most
favourable magnitude for the anthors relates
to the share in gll-lodia expenditure on
durables in the open ended class-interval
{line 4). Bven bere, it should be clear that
47 per cent of adjustment is left out by the

anthors and this would seriously affect the
estimates of the authors for other major
states congidered by them. Tn other words,
for other states as well, the suthors’ calonia-
tion may oversfaie the prowth effect for
period 1 and consequently wadersiore the
eroowth effect for period IL. This would
viliate the descriptive content of their con-
clusion guoted in the beginning.

With the foregoing serious data problems
affecting the authors® conclusions there is
not mch point in undertaking the impact
of appropriate state-specific price deflators
on their calewlations. Thiz would amount to
reworking their paper in full which is not
feasible.
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DECOMPOSITION AND POVERTY
ALLEVIATION POLICIES AND
PROCRAMMES

The gauthors’ Section ¥ discusses pomerty
alleviation policies and programmes for the
period foffowing 1983, |he end-point of their
decomposition. IF the awthors wanted o
evaluate “the effectivenecss of these
strategies._ . . at the state level”, they should
have confined themselves to the policics and
programmes Tor the year 1983 and relate
them 1 their decomposition. All that the
authors end up doing is to study how sen-
sitive the mier-state allocations on paverty
alleviation programmes have been o (a) the
inter-state distmbution of the poor and
(b within-state incidence of poverty, This is
something which could have been dong in-
dependently of the earlier sections of their
papet. Comsequently, their Section VI ap-
pears as an unconnecied appendage o their
earlier sections.

REGRESSIONS WITHLUT SPECIFICATIONS

The awvthors gquote several inter-seate
regressions in their Sections 11T and TV
withgut any discussion of the specification
of the underlving relatinnship, ft should be
abvious to anybody with bare knowledge of
econometrics that regression relationships
do not establish causal connections, rather
the cansal connections have to be established
on 1he basis of a priori cconomic reasoning
and a careful specification of the underly-
ing model.

Thus the authors regress state-specific
growth rate of per capita cansumption on
(presumably) base vear level of state-specific
per capita consumption in their Section 111
What thcy use, in effect, is only the depree
of correlation in their discussion. Similarly,
they regress growth rate of headcount ratio
(for the poor/ultra-poor) on the level of
{presumiably} base year. headcount ralio.
They claim this to be a ‘relationship. They
also regress growth rate of Gini index on
growth rate of per capita consumption @
conclude that “faster growih rate in con-
sumption tends to introduce greater in-
cquality™ {p A-G).

Mowhere 15 aty discazsion to justily the
‘relationship’ om 2 priofi economic (eason-
ing. If the authers wanted to study the inter-
state association belween the variables
without reference to causal connection, they
could have cunfined themselves to the
discussion of correfation coefficient only.
There was no need Lo quote regression equa-
tions with standard erross and all.

COMCLUSION

We have argued in this note that the im-
portant conclusion in K-35 Paper with far-
caching policy-tmplications cannot be taken
to be established in view of the serious
weaknesses in their arguments, inadeguate
weatmrat of data problems and insufficient
analvsis. The authors appear to have been

in undue haste in purting their paper in
print. This is unfortunate in view of the
previous reputation of the atthions and soctal
importange of the thermne handled by them.

Notes

This should alsa be clear from the ex-
aminanon of authors” Tablc &, 10 and 1. For
example, for Bilar Gini coelfivient declin-
cd at the rate of 0.2 per cent per annum
between 1977-TH and 1983 (Table &) but this
had zeto impact on the hzadeount ratio
measure for the poor (Teble 109 and adverse
impact on the headcount ratio for 1be wbtoa-
poor (Table 11). Sirpilarly, a rise in the
Gini coefficient for Tamjl Madu over the
same period is associated with a fevounable
impact on the headeount rario for the poor
o7 the ultra-poor,

2 Even here, the anthors do nol appear to have
used CPLAL covering the exacl survey
periods of various NS5 rounds. They have
passibly used the average fot the Minancial
or the sgricultural vear.
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