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Moving to a better count

New expenditure survey will lead to fresh poverty estimates. It will also have
1mphcat10ns for inflation and monetary policy

C RANGARAJAN AND
S MAHENDRA DEV

RECENTLY, SUMMARY RESULTS of the
Household Consumption Expenditure
Survey (HCES), 2022-23, conducted by the
Mational Sample Survey Office (NS50)were
released. In this context, we discuss three is-
sues here: Trends in poverty; difference be-
tween private consumption expenditure of
MSS0and the figure provided by the National
Accounts Statistics (MAS); and changes in
consumption patterns and implications for
consumer price index and monetary policy.
The HCES 2022-23 has undergone some
changes as compared to the previous surveys
inconsumption expenditure. These are: One,
item coverage; two, changes in the question-
naire; three, multiple visits for data collec-
tion and computed assisted personal inter-
views compared to pen and paper
interviews. These changes have tobe keptin
mind while comparing the results of HCES
2022-23 with those of previous surveys.

The first issue is to examine the changes
in poverty using the new information on
consumption expenditure. The poverty lines
for 2011-12 based on Expert Group
(Tendulkar)} methodology were Rs 816 and
Rs 1,000 per capita per month respectively
for rural and urban areas. An SBI report has
estimated poverty ratios in 2022-23 by up-
dating poverty lines. The new updated
poverty line is Rs 1,622 in rural areas and Rs
1,929 in urban areas. According to this SBl re-
port, poverty in rural areas declined from
25.7 per cent in 2011-12 to 7.2 per cent in
2022-23 while in urban areas it declined
from 137 percent to 4.6 per cent. Using the
shares of the rural and urban populations,
the total poverty ratio based on the
Tendulkar committee methodology comes
0 6.3 per cent.

The poverty line for 2011-12 based on
Expert Group (Rangarajan) methodology
was Rs972 and Rs 1,407 percapita per month
respectively for rural and urban areas. Using
CPI,we updated the poverty line whichisRs
1,537 for rural and Rs 2,603 forurban areas in
2022-23.As Table 1 shows, the poverty ratio
for rural areas declined from 30.9 percent in
2011-12 to 12.3 percent in 2022-23, For ur-
ban areas, it declined from 26.4 per cent in
2011-12 to 8 per cent in 2022-23. It may be
noted that the poverty ratio derived fromthe
Expert Group(Rangarajan) method is71 per
cent higher in rural areas and 74 per cent
higher in urban areas than that derived by
using the Expert Group(Tendulkar) method.
The overall poverty ratio under the
Rangarajan methodology for 2022-23 will
be 10.8 per cent. While the poverty ratio is
higher under our methodology, the order of
decline in percentage points between the
two periods is the same under both method-
ologies in rural areas. Butin urban areas, the
decline in our methodology is higher.

However, as mentioned above, the data
on consumption expenditure in 2022-23 is
not strictly comparable to earlier surveys. The
comparable datawould have probably given
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1. POVERTY LINE AND POVERTY RATIOS FOR 2.PRIVATE CONSUMER EXPENDITURE OF NSS AS
2011-12 AND 2022-23 PERCENT OF NATIONAL ACCOUNTS STATISTICS
Year Poverty Line (Rs.) Poverty Ratio (%) 945 gog 251 716
Rural | Urban Rural | Urban - ~ 619 63 549
Expert Group (Rangarajan) ~ 502 469 476
2011-12 972 1407 309 26.4
2022-23 1837 2603 123 8.0
Expert Group (Tendulkar) R B 3§ 8 3 8 8 o2& ME Q&
2011-12 816 1000 257 13.7 g 'ré‘ 8 % 8 8 g% §§ E% §§
2022-23 1622 1929 72 4.6 - - oo ™ ™
MRP: Mixed reference period; MMRP: Modified mixed recall period;
Source: Estimated by the authors; The mumbers in the last row are taken Source: Rangarajon Committee upto 20000 10; Estimated by the authors
Jfrom SBI Research Report, February, 2024. Jor2011-12and 2022-23.

much higher poverty figures under the
Rangarajan Committee methodology, par-
ticularly for urban areas. The above estimates
are tentative and we can have better analy-
sisonce the unit-level data is released.

The second issue is the alarming differ-
ence between the aggregate private con-
sumption expenditure given by the NS5O
and the figure provided by the National
Accounts Statistics (MAS) What is disturb-
ing is that despite substantial methodologi-
cal changes to capture private expenditure,

C R Sasikumar

sumption decreased from 42,6 per cent to 39.2
percentduring the same period —adecline of
3.5 percentage pointsin 11 years. The share of
cereals in average MPCE has shown a signifi-
cant decline in rural areas from 10.8 per cent
in 2011-12 to 4.9 per cent in 2022-23 and 6.7
percentto 3.6 per cent in urban areas. In food
items, the share of fruits, beverages and
processed food rose both in rural and urban
areas. There is some reduction in the share of
vegetables. In non-food items, the shares of
toiletries and household items, conveyance

the NSS share increased only marginally in

and durable goods increased significantly in

2022-23.These two estimates of consump-

both rural and urban areas.

tion (NS5 and NAS) do not match in any The second issue is the What are the implications forthe weights

country; India is no exception. What is per-
plexing is that the difference in India be-

alarming difference between

of food and non-food items inthe CPland in-
flation due to these changes in consumer

tween the NSS and the NAS consumption is the aggregate private patterns? This new data can help adjust
widening over time. c{)nsu[ﬂptiun cxpcndi[urc weights in the CPI basket which is currently

From a difference of less than 10 per cent ; based on 2011-12weights. The decline inthe
in the late 1970s, it has come to 53 [Eer cent grven l“ the NS5O and the weights of food ltem_r;gjs a good sign as food
in2011-12(Table 2). Thisdifference declined figure pmwdcd by the prices are volatile and many times higher
only marginally to 52 per cent in 2022-23. 1\]3 tional Accounts Statistics than those of non-food items. But, the ques-
However, with the continuation of differ- (NAS). Whatis (_{15turlj|n5_r| tion is whether the present decline in food

ences of more than 50 per cent, the time has
come for adeeper analysis of the factors con-

is that despite substantial

share is enough to have a significant impact
oninflation levels. The food share is still high

tributing to the difference. It is too big to be meth ﬂ”hfgiml cha nges to at 46 per centand 39 per cent respectively in
pushed underthe carpet. The N5S0 Advisory capture private expenditure, rural and urban areas. The share of cereals,
Group must study the problem and come out the NSS share increased only vegetables and edible oils declined but the
with possible suggestions for improving the : . ] I share of fruits has increased while the share
collection of data through both routes. Such n1i1rg1n:'1]ly in 2022-23. These of egg, fish and meat remains the same.
alarge difference has implications for com- two estimates of However, a decline in food share will have
puting the poverty ratio. consumption (NSS and some impacton inflation. The monetary pol-
The third issue is the implications of the NAS) do not match in any icy committeewill have toworkwith a new
HCES 2022-23 for the Consumer Price Index . sk ‘ price index.
(CP1). The latest data reveal that there have Ct)lll'ltl’} ’ Ind1r.a 15 1I'm
been some changes inconsumption patterns exception. W hat is C Ramgarajan is former chairman,
between 2011-12 and 2022-23. Inrural areas, perplexing is that the Economic Advisory Coundil to the Prime
the share of food in monthly per capita expen- difference in India between Minister and former governor, Reserve Bank

dirure (MPCE) has declined from 529 per cent

of India. § Mahendra Dev is former chairman,

in2011-12 0464 percentin2022-23 — ade- the NSS ;11:1{1 t!]u: NAS . Commission for Agriculrural Costs and Prices,
cline of 6.5 percentage points in 11 years. In consumption is widening GOl and former vice chancellor,
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