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How deep is India’s poverty?

India’s poor are closely bunched up near the poverty line. This could

S. MAHENDRA DEV

make poverty alleviation more manageable

TABLE1: POVERTY RATIOS USING DIFFERENT CUT-OFFS:

RURAL AND URBAN AREAS, ALL INDIA

PovertyLine RURAL URBAN TOTAL

(PL) cut-offs

2009-10 2011-12 | 2009-10 2011-12 | 2009-10 2011-12

125% of PL 600 51.3 498 401 571 481

115%of PL 530 43.5 440 347 504 41.0

100% of PL 396 309 352 268 382 295

85%of PL 256 183 254 181 25.5 183

75%of PL 16.7 11 185 124 172 115

50%of PL 20 14 44 22 27 17

Note: 100% of PLreferstoRangarajan committee's poverty line

TABLE2: POVERTY RATIOS USING DIFFERENT CUT-OFFS:

TOTAL (RURAL+URBAN) FOR FOUR STATES

Poverty Line (PL)

cut-offs BIHAR ODISHA GUJARAT TAMILNADU

2009-10 2011-12 |2009-10 2011-12 | 2009-10 2011-12 |2009-10 2011-12

125%of PL 821 69.3 67.5 674 537 46.1 471 386

115%0of PL 766  60.0 60.7 59.9 477 39.0 399 326

100%of PL 639  41.3 485 459 364 274 277 24

85%0fPL 462 243 337 289 227 145 17.3 4.0

75%ofPL 342 15.3 227 203 141 78 1.2 83
CR Sasikumar 50%0fPL 44 16 43 25 14 11 13 10

fast as those with raised PLcut-offs. The sec-
ondissueis the location of the poor, that
is, whether the poor arelocated much below
the PLor aroundthe PL

One conclusionisthateven ifwe raise the
PLto 125 percentofwhatitis, the reduction
inthep: ratiowas 9 i
between2009-10and 2011-12(Table 1). This
isalso true for the poverty ratio basedon 115
per cent of the PL In the case of 85 per cent
and 75 per cent of the PL, the percentage poi-
ntdecline’ ith the rai-

A RECENT World Bank (WB) report brought
out poverty ratios across countries. Accord-
ing to these estimates, poverty in Indiain
2011-12 could be aslow as 12.4 per cent if
we use “modified mixed reference period”
(MMRP), in which there are three recall pe-
riodsdepending on the natureof items This
contrasts with the Rangarajan committee es-
timatesof 29.5 per cent. The poverty line(PL)
usedby the Rangarajan committee for India
wasaround Rs 1,105 per capita per month.
That translatesto $2.44 per capitaperday, in
terms of purchasing power parity. As such,
theWB's PLof$1.90 per capitaper day is only
about 78 per cent of the PL used by the
Rangarajan committee. The lower PLis the
reason for thelower poverty ratio estimated
by the WB.

However, the WBreport also talks about
the depthof poverty in terms of person-
equivalent headcounts. According to the
report, the depthelasticity atthe global level
between 1990 and 2012 was 1.18. In other
words, the reductions in traditional head
count ratios were accompanied by even
larger reductions in person-equi

sed PL. Butifweadjustfor base poverty ratio,
itsdecline wasfaster for 85 percent of the PL
and 75 per cent of the PLas compared to tho-
sebetweenthePLand 125 per cent of the PL.

Headcount ratiois often criticised on the
ground that it doesnot measure the “depth”
of poverty. Itisseen, however,thatmore than
50 per centof the poor lie between the PL
and 75 percentofthePL This istrue for both
2009-10 and 2011-12. In fact, 65 per cent of
the rural poor and 61 per cent total poor lie
between the PLand 75 per centof the PLin
2011-12. Itmay also be noted that many of
the non-pooralso live just above the PLbet-
ween 115 per cent of the PL and the PLor bet-
ween 125 per cent of the PL and the PL.
Another point is that there is a negligible
population below 50 per cent of the PL— less
than2 percentin2011-12.

‘We also looked at the poverty ratios with
different cut-offs of PLs for two relatively
poorer states — Bihar and Odisha—and two
developed states —Tamil Nadu and Gujarat
(Table 2). It provides interesting results. In
Bihar and Odisha, the rate of decline in pov-

poverty line between 115 per
ertyis lower for theraised PL of 125 percent cent of the poverty line and
and 115 per cent, d tothe PLand

In fact, 65 per cent of the
rural poor and 61 per cent
total poorlie between the
poverty line and 75 per cent
of the poverty line in 201112
data. It may also be noted
that many of the non-poor
also live just above the

poverty ratios. This is true in the regions
where the bulk of the poor reside, such as
South Asia

Here, we examine the depth of poverty
inIndia ina different way— bylooking at the
poverty ratios using different cut-offs of the
PL Thefirstissue is whether the poverty ra-
tioswithlowered PL cut-offs aredeclining as

the lower cut-offs of 85 of the PLand 75 per the povery line, ox between
125 per cent of the poverty

cent of the PL. The decline is even faster for
these two states at lower cut-offs if we take line and the poverty line.
intoaccount the base poverty ratio. The rai- And thereis a negligible

sed PLsfor Odisha reveal onlya marginal dec- lation bel x 50

line for both 125 per cent of the PLand 115 Population below 50) per cent
per centof the PL In the case of Gujarat, the of the poverty line — less
declinein percentage points ishigher for the than 2 per cent.

raised cut-offscompared to the lowered cut-
offs. If we take into account the base effect,
the rate of decline is higher for the lowered
cut-offs. As far as Tamil Nadu is concerned,
the decline in percentage points in poverty
was higher for the raised PL compared to
those of the lowered PLs. However, if we
take the base effect, the rate of change is
more or less similar.

Asfar as aconcentrationof poverty iscon-
cerned, itisclear thatin all thefour statesthe
bulk of the poor lie between the PL and 75
per centof the PL In the case of twoadvan-
ced states, Gujarat and Tamil Nadu, the con-
centrationisevenhigher. In 2011-12,inGuj-
arat, 71.5 per cent of the poor were within
these limits. In Tamil Nadu, the percentage
of the poor falling within these limits is 63
percent. The proportionsare, however, much
lowerinthecase of Biharand Odisha. In both
Gujarat and Tamil Nadu, the percentage of
the poor falling between these limits hasinc-
reased between 2009-10and 2011-12,indi-
catinga faster declineinthe depthof poverty.

‘There are three conclusions from the all-
Indiaand state-wise analysis. First, the rateof

ty ratiosfor ut-
offis similar or more than those for thePLor
theraised PL. Second, poverty isconcentrated
around the PL Third, the percentage of pop-
ulation below 50 per cent of the PLis negligi-
ble at both all-Indiaandstatelevels.

The bunching of poverty around the
poverty line in India renders the problem
of reducing poverty more manageable. The
paceand patternof growth haveasignificant
impact on reducing poverty ratios. But as

peated ised, policymak-
ers must pursue a two-fold strategy of
letting theeconomy grow fast and attacking
poverty directly through poverty alleviation
programmes.

Rangarajan is chairman, Madras School of
Economics, Chennai and Devis director,
Indira Gandhi Institute of

Development Research, Mumbai
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