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The measure of poverty

Estimates based on SECC and NSS data have different purposes
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RECENTLY, THE government released data
from the Socio-Economic Caste Census
(SECC) 2011. There has been comment that
hereafter, we need not have consumption-
based poverty estimates using NSS (National
Sample Surveys) data. It is thought that
SECC data will alone be enough o estimate
poverty and deprivation. Here, we briefly
examine the differences between the two
and clarify that NSS consumption-based
poverty estimates are still relevant. SECC-
based estimatesare important, butno substi-
tutes for NSS-based poverty ratios.

In India, we have a long history of stud-
ies on the measurement of poverty. The
methodology for the estimation of poverty
used by theerstwhile Planning Commission
was based on recommendations made by
variousexpert groups. Injune 2012, the gov-
emment of India appointed an expert group
(with C. Rangarajan as chairman) to take a
fresh look atthe methodology for the meas-
urement of poverty.

The Rangarajan expert group has gone
back to the idea of separate poverty line
baskets for rural and urban areas, unlike the
Tendulkar Committee, which took urban
poverty as a givenand used itas the com-
mon basketfor rural and urbanhouseholds.
Indefining the consumption basket separat-
ing the poor from the rest, the new expert
group took the view thatit should contain
a food component that satisfied certain
minimum nutritionrequirements, aswell as
some normative level of consumption ex-
penditure for essential non-food item groups
(education, clothing, conveyance and house
rent) besides a residual set of behaviourally
determined non-food expenditure. The
introduction of norms for certain kinds of
non-food expenditures is an innovation. In
the absence of any other normative criteria,
the median fractile class expenditures were
treated as the norm.

Based on the analysis presented in the
expert group report, monthly per capita
consumption expenditure of Rs 972 in rural
areas and Rs 1407 in urban areas is treated
as the poverty line at the all-Indialevel.
Assumingfive members for afamily, thiswill
imply amonthly per household expenditure
of Rs4,860 in rural areas and Rs 7,035in ur-

ban areas. The expert group estimates that
30.9 per cent of the rural populationand 26.4
per centoftheurban populationwere below
the poverty line in 2011-12. The all-India
ratiowas 29.5 per cent.

Poverty estimates provide the proportion
and size of the poor population and their
spread across states and broad regions. But
they cannot be used for identification of
the individual poor, which is necessary to
ensure that the benefits of programmes
and schemes reach only the deserving and
targeted group.

After the release of the SECC estimates,
some commented that earlier targeted
programmes were designed based on
sample surveys and the SECC was an inno-
vation. Thisis not true. Previously, too, for
identification of the poor, BPL (below poverty
line) censuses were conducted. The first
two BPL censuses (conducted in 1992 and
1997)yielded anestimate of the percentage
and number of poor households at the
village, block, district and state levels, and
the beneficiaries inthese programmeswere
chosen by state governments depending
on their position on the BPL list. The third
BPL census was conducted in 2002. It did
notidentifythe number of poor households
straightaway or estimate their numbers, asin
the previous two censuses. Instead, it ranked
households within the village in terms of
their socio-economic status, based on13
indicators reflecting the levels of living and
quality of life. SECC 2011 is thus partof this
continuing process.

Accordingto the SECC data, 8.69 croreout
of all rural householdshave one of the seven
deprivations. In other words, 48.5 per cent
of all rural households suffer from at least
oneof seven deprivations. Thirty per cent of
households suffer from two deprivations
while 13 per cent have three. Only 0.01 per
cent householdssuffer fromalldeprivations.
The automatically included contributed
0.92 per centof the total rural households.
Information on urban households is not yet
publicly available.

The rural poverty ratio estimated by the
expertgroupbased on NSSdatawasaround
30.9 per centin2011-12. This isalmostequal
to households with two deprivations, plus
the automatically included. However, NSS-
based estimates are per capita, while the
SECCdata refer to households. Alook at sev-
en deprivations shows that they are not dep-
rivations in the conventional sense of dep-
rived of income, health and education, etc.
Therefore, thequestioniswhether the SECC
dataisappropriate for estimating poverty ra-
tios. For example, it is true that landless
householdsderiving amajor part of their inc-
omefrommanual labour constitute the lar-
gest number of under-deprivation house-
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holds Itis notclear whether landlessness (or
manual labour )can be sufficient to conclude
they are suffering from poverty. Over time,
landlessness will increase and people will
diversify their income with a rise in non-
agricultural activities and migration. In the
same way, some of the other criteria are not
clear indicators of poverty.

Whatis the rationale for having poverty
estimates based onconsumption estimates?
First, in the minds of most people, being rich
or poor is associated with levels of income.
The various non-incomeindicatorsof pove-
rty are in fact reflections of inadequate inc-
ome. Defining poverty intermsofincome or
intheabsenceofsuchdata intermsof expen-
diture seemsmoreappropriate, anditis this
method that s followed in most countries.

Second, historically, the number ofiden-
tified poor based on successive BPLcensuses
in rural areas has differed widely from the
measured poverty. Forexample, the percent-
age of households identified as poor in the
first BPL census in 1992 was nearly twice
the poverty ratio estimated by the Planning
Commission. Usually, the poor households
identified through these censusescontaina
mix of poor and non-poor, for which there
could be several reasons. One of the main
reasons behind such amix-up is the fact
that people know beforehand that the
census is going to decide the status of
the household as poor or non-poor, and
therefore its entitlement.

Third, the deprivation criteria by them-
selves do not indicate the level of poverty.
Ajudgement has o be made as to whether
the number of deprivations taken together
constitute a measure of poverty. This can
be highly subjective.

What is the purpose of NSS consump-
tion-based estimatesif they arenot used for
the allocation of funds and capping benefi-
ciaries under govemment programmes?
These povertyratios would be used basically
to assess the changes in poverty at national
and state levels, or at the districtlevel. This
will be useful for creating appropriate poli-
cies. For example, one canexaminechanges
in poverty in different phases of the post-
reform period to understand what impact
anti-poverty programmes, in conjunction
with growth, have had onpoverty.

To conclude, SECC and NSS data-based
estimates have different purposes. The
SECC would be important for the identifi-
cation of beneficiariesof programmes while
NSS-based estimates would be useful for
assessing changes in levels of living atthe
macro level over time.
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