CHAPTER 1

INTRODUCTION


In order to address poverty in a comprehensive manner, the need to conceptualise what poverty is, who the poor are, what their characteristics are, and the appropriate ways that can reduce the incident of poverty cannot be overemphasised.  This chapter attempts to debate these issues.  Through a discussion in the first section, an attempt is made to understand how poverty in Indian planning circles has been conceptualised and measured, and the efficacy of such measures.  The next section develops a tentative frame that explains poverty in its multidimensional form in a remote rural economy.  Data and methods used in the study are presented in the third section.  The last section presents the outline of this monograph.

1.1
Income Poverty

 Concept and Incidence 

Of the several ways to conceptualise and operationalise poverty
, the Indian state has narrowly defined poverty as income poverty
.  A poverty line
 represented by an income that commands a minimum calorie intake to individuals
 is first defined and then estimates are made of all those people whose income falls below this line.  The method is known as Head Count Ratio of poverty and is the commonly used measure in Indian planning and development.  The official estimates are, however, based on consumption expenditure -- generated by National Sample Survey -- instead of income
 to estimate the number of poor
.  Of late, such official estimates are under scrutiny; till 1993, the NSS consumption expenditure data were adjusted arbitrarily upwards so that they aggregate-up to consumption figures estimated by National Accounts Statistics (NAS).  A serious debate
 resulted in discontinuing the arbitrary upward adjustment
. Aiyar (2000) has argued that it would be worth to replace average consumption series of NSS by consumption given by NAS.  But a number of researchers find flaws in this argument for anchoring poverty measures to the NAS data.  For, they have argued that the NAS consumption neither provides accurate measures for average household consumption nor its rate of growth (Ravallion: 2000).  Of late the incompatibility in estimates of poverty owing to change in methods used by NSS from 30 days recall to 7 days recall is being debated
.  Moreover, the structuralist perspective envisages poverty, especially in rural India, as a long duration phenomenon.  The famous axiom that ‘Indian farmers are born, live and die in indebtedness’ is a classic description of the structural roots as well as the form of poverty engulfing a bulk of the rural poor in the country.  Over time, most of the structural features of poverty have remained more or less intact, with little difference in degree rather than in kind.  As a result, a large proportion of the poor in India are also chronically poor in terms of duration as well as severity (Mehta and Shah: 2002).  

Official figures reveal that between 1973-74 and 1999-2000, the head count ratio of poverty reduced from 66 per cent to 27 per cent.  The major reduction in the incidence of poverty could be achieved only in 1980s and 1990s (Appendix 1.1).  But this reduction in poverty varies significantly across states.  Rajasthan could reduce its head count ratio of poverty from 45 per cent to 13 per cent between 1973-74 and 1999-2000 whereas in Bihar incidence of poverty reduced marginally from 63 per cent to 41 per cent during the period.  Four states, Madhya Pradesh, Bihar, Assam and Orrisa had head count ratio of poverty between 37 per cent and 48 per cent even in 1999-2000.  Incidence of poverty also varies significantly across regions within states (Appendix 1.1).  For example, Madhya Pradesh, a state with high incidence of poverty in 1993-94, had only 17 per cent of its rural population poor in the Northern region whereas in Southwestern Madhya Pradesh the incidence of poverty was over 68 per cent.  Notwithstanding variations in incidence of poverty across states and regions, these evidences clearly demonstrate that income poverty in India declined significantly in 1990s.  Deaton (2003) has provided alternative estimates of poverty by bringing comparability in NSS estimates of consumption over time as well as by using improved price indexes to update the poverty line.  What these estimates reveal is that there is evidence of continuing poverty decline in the 1990s and that a large part (over two thirds) of poverty decline claimed by the Planning Commission is real.  But what is concerning according to Deaton and Dreze (2002) is the intensification of disparity across regions and between rural and urban India.

Efficacy of Income Poverty

Poverty issues have, nonetheless, moved a long way from earlier efforts of measuring poverty to explaining it.  The past efforts to explain changes in rural poverty have used growth in agricultural production and changes in agricultural prices as explanatory variables.  The negative relationship between economic growth and poverty has firmly been established (Ahluwalia: 1978).  Also, well documented is the ill effect of inflation that erodes the purchasing power of poor, and hence aggravates poverty (Saith: 1981; Dharm Narain's research reported in Desai: 1985).  In a traditional economy like that of India, a stagnant agriculture not only fails to generate the surplus for rapid growth in the non-agricultural sector but also results in increasing inequality
.  Researchers have been critical of such an explanation for ignoring in these explanations non-farm employment as a source of rural income.  Departing from growth-based explanation of rural poverty, Abhijit Sen (1966) suggested that a strategy of poverty alleviation is a better alternative to growth with social sector oriented policy.  For, state expenditure on social sector comes out to be fairly a robust factor explaining income poverty across time and space
.  It can, however, be argued that the strategy may work as long as the government expenditure is compatible with growth policies because growth has a complex relationship with poverty
.  Recent findings (Ravallion: 2000) reveal that higher farm yields, higher development spending, higher non-farm output and lower inflation are all poverty reducing processes.  It is also been debated that growth in non-farm sector has not done enough in reducing poverty mainly because the growth in this sector has not been any higher in the states where it would have had the most impact on poverty.  States that lagged in these areas faced limited long-term prospects of pro-poor growth from their non-farm economies.

The inability to capture various facets of poverty by using head count measure of income poverty is well documented (Chaubey: 1992).   If poverty indexes are useful indicators of inadequate purchasing power, it is not surprising that the growth in income plays a key role in reducing it.  The head count ratio, though, provides the actual extent of incidence of income poverty, the measure fails to take into account the depth of poverty; i.e. the gap among the poor
, despite such measures being available
. These problems apart, the development literature stresses the multidimensionality of the poverty concept.  It has been argued that, apart from economic opportunities, well-being equally depends on individuals’ access to education, health and other social infrastructure, environment quality, and social and political freedom.  Unless poverty concept captures all these dimensions, institutional efforts for poverty alleviation will remain confined to reducing economic poverty.

1.2
Beyond Income Poverty
Sah and Shah (2003) argue that the inter-linkages between the natural endowment, social stratification, historical processes of power structure and agrarian relations, political ideology, and the choice of strategy for economic development are crucial for well being.  Conceding that most of these forces were historically determined, the choice of developmental strategy also got determined in turn by the same set of forces that already existed at the dawn of India’s independence.  It is, therefore, imperative that a clearer understanding of the genesis of poverty, especially chronic poverty is evolved through a multidisciplinary approach.  This is particularly important in the case of a region such as the Southwestern Madhya Pradesh, Southern Rajasthan, Eastern Gujarat, Jharkhand, Chhattisgarh and Orissa, which is faced with a situation of multiple discriminations in terms of the resource base, social identity, geographical location, infrastructural development, political representation and developmental intervention.  Together these factors place the region in a disadvantaged situation that can be characterized as remote tribal areas with high incidence of chronic poverty.  


It is envisaged that the macro processes, especially those pertaining to the social and political marginalisation and alienation of people from resources of production like that in the forest based economies, have resulted into a kind of developmental strategy, which reinforces the historically existing discrimination in the disadvantaged regions.  Three sets of forces may have played an important role in setting up a strategy that alienated local communities from the mainstream economic development.  These are: (i) centrally planned economy with higher priorities accorded rapid industrialization and technology based agricultural growth in regions with better agricultural infrastructure; (ii) commercialisation of forest by bringing the resources under state monopoly since the colonial period; and (iii) encouraging non-tribal to undertake settled agriculture and thereby marginalizing the local tribals.  In the process, the developmental strategy bypassed a large part of rural economies in (a) dry land and (b) forest based regions.  To a large extent, these two regions constitute agriculturally remote rural areas, as they are alienated from the mainstream agricultural growth having a crucial bearing on poverty reduction.  The tribals in Central belt of India have to face multiple discriminations under this kind of an input intensive and market-oriented agriculture growth strategy.  This happens due to their low bargaining capacity emanating from the low information base and technology adoption, limited access to institutional support system including formal credit system; persisting indebtedness; low social capital; and socio-cultural discrimination due to language and other attributes of tribal identity.

Intense poverty in remote rural areas results from low endowments of physical, social and human capital. The remoteness from the state and markets in RRAs originates from the growth-potential of non-RRAs that induces a technological change and institutions supporting it that are not suited for the RRAs.  Consequently, the livelihood in these areas becomes risky to weather induced changes. Shocks in the form of death and illness, natural calamity and crop-failure, and reduced access to land and employment can trigger a debt-migration trap that ultimately pulls households into economic poverty trap. The livelihood struggles and seasonal migration also brings social, political unfreedom and deprivation of rights resulting in multidimensional poverty. This multi-dimensional poverty is transferred to next generations.  Remoteness from state and markets also results in social isolation, undeveloped civil society and poor governance. This in turn induces intense apathy towards political institutions. Participation of the community in governance shrinks to levels where inefficiency in governance, iniquitous distribution of gains, leakages and corrupt practices result in an unchallenged political leadership, and political unfreedom for masses. This also divides the homogenous society and forces the social capital remaining dormant and civil society conspicuously absent.

Prima facie, weakening the capital base due to shocks may lead to further stratification among the local tribal community.  Ironically, the stratification might take place through some of the developmental processes or interventions like formal education, job-reservation, subsidies for ground water resources development and other farm inputs, legalisation of encroachment of common property resources, development of roads and modern means of transportation, migration, urbanization, and parallel institutions of local governance et cetera.  While most of these interventions are essential for development of the marginalized areas and communities, the problem is that these initiatives are tuned to `mainstreaming the marginalised', which implies superiority of the centrally planned, `mainstream’ growth processes.  What is worse is that the mainstream growth processes are inherently iniquitous.   Of course it is possible to correct, at least a part of this iniquitous growth process, if it is simultaneously supported by a strong institutional mechanism for policy implementation, local governance, and appropriate political representation up to the higher ladders of power.   
Exit from these forces resulting into perpetual poverty among a large proportion of the rural community and increasing stratification therein, might require a multi-pronged approach, which could at least partly undo the historical processes of marginalisation of people through monopolization of the forest resources and subsequently through promotion of the market oriented agricultural growth.  Probably, reformulating the strategy for agricultural development could make a beginning.  This essentially could be achieved by reinstating people’s stakes in and entitlement to the forest and other natural resources in the region.  In turn it may lend the local community greater cultural and political space.  Subsequently, it might pave a way for reshaping of the education and other support system essential for enhancing human capabilities as well as opportunities.

It may, however, be noted that the exit route described here is not the only and the most ideal policy option.  Similarly, the exit from perpetual poverty conditions may not have a sequential and a linear path.  Conceptually, it is possible to explore several other options.  The next chapter tries to understand the entry and exit to chronic poverty in a conceptual frame that links economic deprivations with social exclusion and political unfreedom in remote tribal areas.

. 

APPENDIX 1.1
Estimates of Income Poverty in India over time and across Regions
Appendix Table 1.1 presents official estimates of income poverty in major Indian states between 1973-74 and 1999-2000.  While significant reduction in poverty has been achieved in Jammu and Kashmir, Punjab, Haryana, Himachal Pradesh, Kerala and Andhra Pradesh, Orissa, Bihar and Madhya Pradesh continue to remain most poor states of the country.
	Table 1.1: Official Estimates of Rural Head Count Ratio of Poverty in India

	States
	1973-74
	1977-78
	1983
	1987-88
	1993-94
	1999-2000

	Andhra Pradesh
	48.4
	38.1
	26.5
	20.9
	15.9
	10.5

	Assam
	52.7
	59.8
	42.6
	39.3
	45.0
	40.3

	Bihar
	68.0
	63.2
	64.4
	52.6
	58.2
	44.0

	Gujarat
	46.3
	41.8
	29.8
	28.7
	22.2
	12.4

	Haryana
	34.2
	27.7
	20.6
	16.2
	28.0
	7.4

	Himachal Pradesh
	27.4
	33.5
	17.0
	16.3
	30.3
	7.5

	Jammu & Kashmir
	45.5
	42.9
	26.0
	25.7
	30.3
	4.7

	Karnataka
	55.1
	48.2
	36.3
	32.8
	29.9
	16.8

	Kerala
	59.2
	51.5
	39.0
	29.1
	25.8
	9.4

	Madhya Pradesh
	62.7
	62.5
	48.9
	41.9
	40.6
	37.2

	Maharashtra
	57.7
	64.0
	45.2
	40.8
	37.9
	23.2

	Orissa
	77.3
	72.4
	67.5
	57.6
	49.7
	47.8

	Punjab
	28.2
	16.4
	13.2
	12.6
	12.0
	6.0

	Rajasthan
	44.8
	35.9
	33.5
	33.2
	26.5
	13.5

	Tamil Nadu
	57.4
	57.7
	54.0
	45.8
	32.5
	20.0

	Uttar Pradesh
	56.5
	47.6
	46.4
	41.1
	42.3
	31.1

	West Bangal

India
	73.2
	68.3
	63.0
	48.3
	40.8
	31.7

	
	56.4
	53.1
	46.6
	39.1
	37.3
	26.8

	Source: NIRD (1999), Deator and Dreze (2002).


Analysing the variations in income poverty across regions, the National Institute of Rural Development has shown that except Bihar there is heterogeneity in each state (NIRD: 1999).  Different regions of Bihar are uniformly poor (Appendix Table 1.2), whereas all other states demonstrate variations in the incidence of poverty across regions.  Delhi, Goa, Daman and Diu, Northern Punjab, and Coastal Karnataka have low incidence of poverty.  On the other hand, southern Orissa, southwestern Madhya Pradesh, southern Uttar Pradesh and southern Bihar are most poor regions of the country. 

	Appendix Table 1.2: Classification of rural poverty ratio Across Regions (1993-94)

	Low Poverty 

Region

(20 percent and below)
	HCR
	Medium Poverty 

Region

(21-40 percent)
	HCR
	High Poverty 

Region

(41-60 percent)
	HCR
	Very High Poverty      HCR

Region

(Above 60 percent)

	
	
	
	
	
	
	 

	AP Coastal
	17.3
	Assam Plains Eastern
	34.4
	Assam plains Western
	49.9
	Bihar Southern
	62.4

	AP Indian Northen
	13.8
	
	
	
	
	MP South-Western
	68.2

	AP South Western

AP Iland Southern
	20.4

12.9
	Gujarat Eastern

Gujarat Plains (North)
	25.9

22.7
	Assam Hills

Bihar Northern
	41.3

58.7
	Orissa Southern

UP Southern
	69.0

66.7

	Gujarat Saurashtra
	11.8
	Gujarat Plains (South)
	28.7
	Bihar Central
	54.0
	
	

	Karnataka Coastal and Ghat
	9.2
	Gujarat dry areas
	26.2
	MP Chattisgarh
	44.0
	
	

	 
	
	Haryana (East)
	31.9
	MP Central
	50.1
	
	

	Karnataka Inland Eastern
	13.7
	Haryana (West)
	22.3
	MP South 
	46.1
	
	

	
	
	H.P.
	30.3
	Maharashtra Inland Northern
	47.2
	
	

	
	
	J&K
	30.3
	
	
	
	

	MP Nothern
	17.4
	Karnataka Inland Southern
	29.5
	
	
	
	

	Maharashtra Coastal
	14.8
	Karnataka Inland Northern
	37.7
	Maharashtra Inland Central
	50.0
	
	

	Punjab Northern
	7.6
	
	
	
	
	
	

	Punjab Southern
	17.5
	Kerala Northern
	29.1
	Maharashtra
	49.1
	
	

	Rajasthan
	17.8
	Kerala southern
	23.4
	Inland Eastern
	
	
	

	North-Eastern
	
	
	
	
	
	
	

	
	
	M.P. Vindhya
	36.7
	Orissa Coastal
	45.4
	
	

	Tamil Nadu Coastal
	19.8
	M.P. Malawa
	27.4
	Orissa Northern
	45.6
	
	

	Daman & Diu
	5.3
	Maharashtra Inland Western
	25.1
	Rajasthan Southern
	45.9
	
	

	Goa
	5.3
	
	
	TN Coastal Northern
	43.6
	
	

	Delhi
	1.9
	Rajasthan Western
	25.5
	
	
	
	

	
	
	Rajasthan south-Eastern
	34.8
	UP Central
	52.2
	
	

	
	
	
	
	UP Eastern
	48.6
	
	

	
	
	TN Southern
	36.7
	WB Himalayan
	58.7
	
	

	
	
	TN Inland
	22.7
	WB Eastern
	47.1
	
	

	
	
	UP Himalayan
	25.0
	Arunachal Pradesh
	45.0
	
	

	
	
	UP Western
	29.6
	Manipur
	45.0
	
	

	
	
	WB Central Plains
	31.0
	Meghalaya
	45.0
	
	

	
	
	WB Western Plains
	40.3
	Mizoram
	45.0
	
	

	
	
	ANI

Lakshadweep

Pondicherry
	32.5

25.8

32.5
	Nagaland

Sikkim

Trupura

Dadra & Nagar Haveli
	45.0

45.0

45.0

51.9
	
	

	Source: NIRD (1999).
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�         State interventions in the form of Integrated Rural Development, Jawhar Yozgar Yojna and Public Distribution System were strategic programmes of employment generation and poverty alleviation in 1970s.  Of late, the state has put faith in decentralised governance and higher expenditure in social sector for poverty alleviation.  For details, see NIRD (1999); Chelliah and Sudarshan (1999).





� 	Two factors may be responsible for the seminal importance to income poverty measures than others.  First, it is income that can easily be influenced by state intervention.  Secondly, it is believed that if income can be influenced the other measures of well being can follow, for income has high correlations with other measures of poverty.





� 	Following the recommendations of the Task Force on Projections of Minimum needs and Effective Consumption Demand (India: 1979) the Planning Commission has been estimating incidence of poverty in India in 1970s and 1980s.





� 	Planning Commission had accepted the poverty line that would be necessary to provide an individual a minimum per day intake of 2400 calories in rural and 2100 calorie in urban areas.  Converted in expenditure at the 1973-74 prices this was monthly expenditure of Rs 49.1 in rural and Rs 56.6 in urban India.  In order to capture the inflationary implications over time, adjustments, using a price deflator, were made in the poverty line over time and space.





� 	Consumption at any point of time rather than income is more likely to be an accurate measures of well being for income over seasons vary much more than consumption.





� 	Although poverty is a multidimensional concept, researchers have measured individual consumption expenditure as a proxy of economic welfare in order to measure incidence of poverty.  The database for such consumption expenditure is being published by the NSS in grouped form in 12 to 14 expenditure classes.  Using this grouped data, researchers graduate the consumption expenditure distribution in terms of appropriate statistical distribution -- either employing a normal density function  (Minhas, Sani, Kausal and Saluja: 1987) or by interpolating with the help of Lorenz function (Ahluwalia: 1978), or by using different density functions within each consumption class (Kakwani and Subbarao: 1990).





� 	An upward revision results in lowering of poverty.  The recent debates has brought to notice the underestimation made by the Planning Commission that helps the state proclaim that rural poverty had declined in early 1990s (Sen: 1996).  The major problem with the Planning Commission approach had been the upward adjustments made in the household consumption expenditure to avoid mismatch between NSS and CSO consumption estimates.  Now, the Planning Commission has abandoned this approach.  It has also been shown that contrary to declining trends in the rural poverty as well as inequality among the poor, rural poverty in India has risen in early 1990s.





� 	The Expert Group appointed by the Planning Commission (India: 1993) although endorsed the calorie intake norms adopted in identifying the poverty line, suggested following state specific inflation rate in order to capture inter-state variation, apart from asking Planning Commission to discontinue the arbitrary up ward adjustment in the NNS consumption. 





� 	It is found that 7 days recall estimates are about 30 per cent higher than the 30 days estimates. See, for details, EPW (2003). 





� 	The two-sector model.





� 	Abhijit Sen (1996) pooled time series and cross section data across states for explaining rural poverty by using variables output per capita, per capita state domestic product, relative food prices, inflation and per capita real development expenditure.





� 	The impact of agricultural growth on rural poor does not occur in direct manner; the impact operate through a complicated network of relationship, especially in an economy that prefers replacing labour when wages go up (Bhalla S: 1993)





� 	It has been argued that the gap between the minimum necessary intake and the intake of an individual below this minimum could be an appropriate measure of inequality; the larger this gap the larger is the misery suffered by the poor (Kakwani and Subbarao: 1990).  The sum total of shortfall in intake from the minimum standard could be an adequate measure of the intensity of deprivation among the poor. 





� 	Using Sen (1976) and Chaubey (1992) for a sample of an ordered calorie intake distribution c1 c2 ... cn with ci  <c* for i = 1 to q poor out of total n persons, with c* being the minimum level of calorie intake necessary for survival. If cp  is the average calorie intake of q poor people, the head count ratio (H), the measure of incidence of poverty can be estimated as follows:


	H = q/n


	The calorie intake gap ratio I can be estimated as follows:





	I = 1 - (cp  /c* )





	If there is no poor i.e. cp = c*, I = 0. If all the poor have 0 intake  (extreme deprivation) cp=0 hence I = 1. Sen Index of poverty can be estimated if Gini Coefficient of inequality in intake for poor can be estimated.   The Gini Coefficient of inequality (G) among the poor can be written as follows:





                                                            q


	G = 1 + (1/q) - (2/q2. cp  )  (   ci (q+1-i )   


                                                          i=1





	Sen Index of poverty (Ps ) can be estimated using values of H, I and G as follows:





	Ps = HI + HG - HIG





	The Sen Index would range from 0 with no one as poor to 1 if every individual has 0 intake.  The value will equal that of head-count ratio when the number of poor is less than the total population and every poor has zero level of intake.
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