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ABSTRACT

This paper presents estimates of rural and urban poverty and inequality for the 61
constituent “regions" of India’s 16 major states in 1987-88, based on National Sample
Survey data. The estimates are also used for preliminary investigation of selected issues,
including the regional patterns of poverty decline since 1972-3, the hypothesis of inter-
regional "convergence" in poverty levels, the evolution of intra-regional and inter-regional

inequality in consumer expenditure, -and the relationship between poverty decline and

regional characteristics.
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1. INTRODUCTION

The literature on poverty in India has made extensive use of estimates of various “poverty
indices" (usually the head-count ratio) derived from the National Sample Survey. These
estimates are typica]lyé presented separately for the rural and urban areas of different states,
as well as for the country as a whole. The design of NSS surveys, however, makes kit
possible to estimate poverty indices at a lower level of disaggregation.-- that of NSS
‘regions”. The NSS region is essentially an intermediate unit between the state and the
district, defined primarily on the basis of agro-climatic criteria. Each region consists of

several districts within the borders of one particular state, and each of the major states is

divided into several regions.

Region-specific poverty estimates are potentially useful in at least two ways. First, given that
the incidence of poverty is often far from uniform within a particular state (as will be seen
further on), the identification of intra-state regional patterns can be important for development
planning. Efforts to focus public intervention on particularly deprived regions, for instance,
require this type of information. Second, the availability of region-specific poverty estimates

substantially extends the scope for statistical analyses of empirical relationships in which

poverty plays an important role. Examples of such analyses include studies of the

determinants of poverty itself, of the relationship between poverty and demographic outcomes

(e.g. mortality or fertility), and of the effect of agricultural growth on rural poverty.’

Unfortunately, region-specific poverty estimates have rarely been used in the literature on
poverty in India. In fact, the only year for which such estimates are available, as things
stand, is 1972-3 (see Jain et al, 1988). In this paper, we present region-specific poverty

estimates for 1987-8, based on special tabulations of the 43rd round of the National Sample

*For an example of use of region-specific poverty estimates in regression analysis, see
Murthi, Guio and Dréze (1995).




Survey.” We also present some preliminary observations based on these estimates, including

a brief comparison with the 1972-3 estimates. )
2. -+ DATA AND METHOD

All the computations reported in this paper are based on consumer expenditure data derived
from the 43rd round of the National Sample Survey, with 1987-8 as the reference year. The
available data cover India's 16 "major states", which accounted for 98 per cent of the
population in 199]. Standard indicators of poverty and inequality have been computed for

each of the 61 regions that make up these 16 states.

Similar indicators are available for 1972-3 from Jain et al (1988). The authors used a rural
poverty line of Rs 15 per capita per month at 1960-1 prices, and, to facilitate comparison
between 1972-3 and 1987-8, the same poverty liné is used in this study.” Following Jain et
al (1988), we have deflated nominal expenditure figures by state-specific price indices that
take into account inter-state price differentials; these price indices are based on Minhas et al
(1991). While computing poverty and inequality indices, per-capita expenditure figures wera

suitably weighted by the inverse sampling probabilities.

At the time of the 1972-3 survey, the 16 states covered in this study were made up of only
56 regions. These are the 56 regions considered by Jain et a] (1988). Between 1972-3 and
1987-8, some of the original regions were subdivided. For instance, "Assam plains" has been
further divided into "eastern plains” and "western plains”. In the case of Madhya Pradesh and
Tamuil Nadu, some of the 1987-8 regions gverlap two or more of the initial 1972-3 regions.
This makes it impossible to establish a one-to-one correspondence between the 1972-3 and
1987-8 regional data by simple aggregation of the 1987-8 data. To deal with this problem,

comparisons between the two survey years will be based on 50 regions only; these 50 regions

Our region-specific estimates for 1987-8 are consistent with the state-specific
estimates of Minhas et al (1991) for the same year, based on the same source and a similar
methodology; note, however, that different poverty lines are used in the two studies.

*This wideiy—used poverty line was originally proposed by Dandekar and Rath (1971).
The corresponding figure for urban areas is Rs 22.5 per capita per month at 1960-1 prices.
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are obtained by excluding the "problem” districts of Madhya Pradesh and Tamil Nadu from

the original list of 56 regions.”
3. RURAL POVERTY IN 1972-3 AND 1987-8 ; )

Region-specific indices of poverty and inequality in 1972-3 and 1987-8 are presented in
Tables 1 and 2 for rural areas, and in the Appendix for urban areas. Table 3 gives some
summary statistics based on region-specific figures for 1987-8 (rural areas); the corresponding
figures for 1972-3 are given in brackets for purposes of comparison. Figure 1 plots each
region’s head-count index of rural poverty in 1987-8 against the corresponding index for
1972-3, and similarly with the Gini coefficient in Figure 2. Since the Jain gt al (1988) study

does not give any information for urban areas, the remainder of this paper focuses specifically

on rural areas.

As Tables 2 and 3 indicate, average per-capita expenditure (APCE) has increased in.a large |
majority of regions between 1972-3 and 1987-8, with an average increase of about 12 per
cent.’ Similarly, the head-count index of rural poverty has declined in all but four tegions
(eastern Haryana, eastern and southern Uttar Pradesh, and the Jhelum Valley of Jammu and
Kashmir), with an average decline of 28 per cent. The Gini coefficient, on the other hand,
has increased in half of the regions and decreased in the other half, with no change on
average. The broad-based decline of poverty between 1972-3 and 1987-8 is primarily driven
by the expansion of APCE, with no systematic increase or decrease in inequality; this is a

typical feature of recent changes in poverty and inequality in rural India (Ravallion and Datt,

1994),

“For the geographical boundaries of the different regions, and a list of the constituent
districts, see Jain et al (1988) for 1972-3, and Sarvekshana for 1987-8.

The "averages" mentioned in this paragraph are unweighted averages of the region-
specific values. Similar statements apply to the population-weighted averages.
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Tauble 1: Regional indicators of rural poverty and inequality; 1987-8
Region APCE HCR GING

5, Andhea Pradesh Coasial 1.78 17.0 0.291 )

2 Andhea Pradesh Intind Northern 1L 2.5 0.319 o

3, Andhra Pradesh South Western 180 18,9 0.309 ¢
4 Andhea Pradesh Inland Southern 142 40.8 0.340 .

§ Assam Plains Eastern 1.38 29.5 0.236 Ut
6, Assam Plains Wesiem 1.25 39,1 0.221 ’ Ka
7. Assam Mills 1.42 24.7 0.233 An
8 Bihar Southern L5 514 0.269 We
g Bihar Northemn 115 53.0 0.262 AP
10. Bihar Central ‘ L1 519 0.240 Gu
1, Gujarat Eostern , 1.50 134 0322 ) Mo
12, . Gujarat Plains Northern 1.48 24.5 0.242 Ke
I3 Gujarat Plains Southern 1.55 223 0.264 - Ma
14. Gujarat Dry Arcas 1.24 459 0.254 “ Gu
1S, Gujarat Saurashtra 1.50 16.8 0214 “Ka
16. Haryana Bastern 1.83 18.7 0.312 la
17. Haryana Weslern 2,02 8.7 0.268 - W i
18. 3 and K Mountains 1.86 16.9 0.323 R::‘
19. J and K Outer Hills 1.56 212 0.295 G‘f
20, ¥ and K Jhelum Valley 175 13.4 0.280 Gu
21 Kamataka Coastal and Ghats .72 10.7 0.235 M'i
22, Karnataka Infand Hastern 1.56 19.9 0.272 Utht
23, Karataka Inlond Southern 1.51 319 0.319 As:
24, Karnataka Inland Northern 1.42 352 0.302 . Pn;

» 25. Kerala Northemn 1,36 40.5 0.296 O
2. Kerala Southern 1.69 26.6 0.328 We
2. Madhya Pradesh Chattisgarh 1.23 415 0.244 M;
28. Madhya Pradesh Vindhya 1,43 329 0,280 AP
29. Madhya Pradesh Central 122 412 ' 0.234 Ke
30. Madhya Pradesh Malwa Plateau .51 34.2. 0.337 M:
31 Mudhya Pradesh South Central 1.23 48.3 0.306 3 Rai
32, Madhya Pradesh South Westemn {.24 417 0,311 M'f

33 Madhya Pradesh Northern 167 20.1 6.296 K:;
34 Maharashtra Coastal 1.43 29.2 0.263 Bih
3s. Maharashtra Inland Western 1.61 30.2 0.353 Ha
36, Maharashtra Inland Nosthern 1.30 44.2 0.298 We
37. Maharashtra Inland Central 1.31 47.5 - 0,343 O:i
8. Maharashtra Inland Eastern 1.19 48.8 0.264 Ma
39. Maharashira Eastern 1.24 45.7 0.253 S
40, Orissa Constal 1.22 420 0.242° U;t
41. Orissa Southem 0.85 770 0.251 Pu;
42, Orissa Northern .15 53.7 0.286 Ass
43 Punjab Northern 206 9.3 0.297 o:{
44, Punjab Southern 1.94 i3.4 0.304 Gu
45. Rajasthan Western 1.56 28.3 0.307 T‘\;
46. Rajasthan North Eastern 1.58 29.2 0.303 B}h
47. Rajasthan Southern 1.00 61.1 0.327 Ka
48, Rajasthan South Eastern .51 315 0.293 Rai
49, Tamil Nadu Coastal Northern 116 52.9 0.287 » R
50. Tamil Nadu Coastal 144 32.1 0.281 Bn]]
51. Tamil Nadu Southemn 1.29 456 0.316 . PPN
52, Tamil Nadu Inland 1.50 25.7 0.368 Utt
53. Uttar Pradesh Himalayan 1.98 8.4 0.288 UlLﬁ
54. Uttar Pradesh Western 1.61 26.3 0.300 Ha
55. Uttar Pradesh Central 1.35 36.1 0272 “Ma
56. Uttar Pradesh Eastern 1.27 42.7 0.271 . M
5. " Uttar Pradesh Southern 116 50.1 0255 Mi
58. West Bengal Himalayan 127 26.5 0.160 N Ma
59. West Bengal Eastern Plains (.10 54.2 0.247 Tar
60. West Bengal Central Plains 1.34 385 0.291 Tar
] N West Bengal Western Plains 1.24 40.8 0.242
Note: APCE denotes the average per-capita expenditure (as a ratio of the poverty-line expenditure level of Rs. 15 per month at 1960-61 all- Not
India prices), HCR the head-count ratio (proportion of the rural population below the poverty line), and GINI the Gini coefficient of per- oo
capita expenditure.
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. Table 2: Rural Poverty and inequoulity: Initinl levels (1972-3) and
e proportionate change (13723 to 1987.8)
Region APCE HCR GINI
Uuar Pradesh Himalayan (U1) .24 ( 59.9 42.1 (-80.1) 0.260 (10D
Kamataka Coastal & Ghats (KND 130 (32.5% 39.6 -73.1 0.271 (13
Andhra Pradesh Coastal (API) 1.13 (58.2) 9.8 -57.1) 0258 (129)
West Bengal Himalayan (W1) L1 (1D 61.0 (-56.5) 0234 315
AP Inland Northem (AP2) 110 (519 46,9 {«54.2) 0272 {1y
Gujarat Bastern (G1) 1,04 { 44.3) 715 {-53.3) (0.275 (V10)
Maharashtra Constal (MAL) 1.16 {23.1) 61.6 (-52.6) 0.293 {100)
- Kerala Southern (KE2) 133 (212 489 (-45.5) 0.331 (-0.8)
Mahasashtra Intand Wesiem (MA2) 125 ( 29.6) 54.3 -44.3) 0.258 (365
) Gujarat Saurashira (G3) 1.45 (39 30.2 (-44.2) 0.208 {29
Karnataka hnland Eastern (KN2) 1.33 (17.2) 355 (-43.9) 0.288 {-5.4)
J and K Outer hills (JK2) 1.07 (46.3) 473 (-42.4) 0.223 (R
West Bengal Western Plains (W) 10§ (17.4) 69,1 (-41.1) 0,320 (-24.4)
Rajasthan South Eastern (R4) 1.33 @R} 50.0 -37.1) 0318 (-8.0)
Gujarat Plains Southern (G3) 1.93 -19.8) 352 36,1 0.386 (31.6)
Gujarat Plains Nerthern (G2) 1.46 { L4) 383 -36.1) 0,255 (-5.2)
Madhya Pradesh Eastern (MP) 0.98 ( 24.6) 64.2 (-35.3) 0,248 (-1.0)
Ustar Pradesh Western (U2) 1.32 (217 40.6 (-35.2) 0.289 { 4.0)
Assam Hills (AS3) 1,24 (14.6) 37.8 (-34.7) 0202 (156)
Punjab Northern (P1) 2.10 (-1.1 14.2 (-34.1) 0,301 (1.5
Orissa Northern (03) . 0.85 (35.5) . 78.7 -31.8) 0,300 (-4
West Bengal Central Plains (W3) 1.20 (1LY 57.1 (-30.8) 0315 (-1.8)
Maharashtra Eastem (MAG) 1.22 (23 65.3 -30.00 0.311 ¢-187)
AP Inland Southern (AP4} 1.25 (29.5) 40.4 (-28.0) 0.313 (3D
Rerala Notthiern (KED) 115 (18.3) 56.1 (-27.9 0.295 (04
Maharashtra Inland MNorthem(MA3) 1.20 ( 8.7 59.4 (-25.5) 0.276 (7.9
Rajasthan Southern (R3) 0.95 (LB 82.0 (-25.5) 0.320 (22)
Maharashtra Inland Eostern (MA5) 1.18 (¢ 1L0) 65.2 {-25.2) 0.328 -193)
Karnataka Inlangd Northern (KN4) 1.17 ( 21.0) 46.3 (-24.1) 0.279 (32)
Bihar Southern (B11) 1.06 (78) 67.0 (-23.3) 0.295 (87
Haryana Western (HA2) 2.06 (-1.D 1.0 (-21.5) 0.270 (-0.7)
West Bengal Eastern Plains (W2) 1.01 ( 8.2) 69.1 (-21.5 0.293 157
Orissa Coastal (O1) 1.21 { 0.8) 52.1 -19.% 0.297 (-18.5)
Maharashtra Inland Central (MA4) 1.37 {-4.0) 58.9 -19.4) 0.383 -106)
J and K Mountains (JK1) 1.30 (43.2) 20.5 -17.8) 0.193 (67.1)
Uttar Pradest Central (U3) 1.29 ( 4.8) ) 43.6 -17.3) 0.300 (-9.3)
Punjob Southern (P2} 2.18 101 15.8 -15.2) 0.331 {-8.3}
Assam Plains (AS2) 1.19 ( 9.4) 40.6 -13.1 0.186 (225)
Orissa Southern (02) 0.81 ( 49 85.0 (-9.5) 0282 -109)
Gujarat Dry Areas (G4) 1.26 (-13) 504 (-8.8) 0.232 (92)
Tamil Nadu Coastal Northern (T1) 1.03 (129 56.3 (-6.0) 0.286 { 0.4)
Bihar Northem (BI2) 1.20 ( -4.6) 56.3 ( -5.9) 0.283 (-7.3)
Kamataka Inland Southern (KN3) 1.38 ( 9.9 33.5 { -4.8) 0.267 (1949
Rajasthan North Eastem (R2) 1.63 (-3.3) 30.1 (-3.1) 0.304 { 0.5
Rajasthan Westemn (R 1) 1.60 (2.5 29.1 (2.6 0.287 (7.H
Bihar Central {B13) 124 -10.7) 529 (-1.9) 0.296 {-188)
J and K Jhelum Valley (JK3) 1.60 ( 8.8) 131 ( 2.4 0.256 ( 9.5)
Uttar Pradesh Eastern (U4) 1.29 (-1.4) 41.6 ( 2.6 0.254 ( 6.8)
Uttar Pradesh Southern (US) 1.26 (-8.1) 44.5 12N 0278 (-8.3)
Haryana Eastern (HAT) 1.97 (-1.1) 16.0 { 16.5) 0292 ( 6.8)
Madhya Pradesh Inland Eastern 1.01 n/a 62.9 wa . 0.267 n/a
Madhya Pradesh Inland Western 1.34 afa 49.0 n/a , 0.344 w/a
P Madhya Pradesh Western 1.34 nfa 44.1 w/a 0321 nfa
. Madhya Pradesh Northern 1.59 nfa 35.8 n/a 0.343 nfa
Tamil Nadu Coastal Northem 1.03 w/a 56.3 wa 0.286 n/a
Tamil Nadu Coastal Southem 1.10 n/a 45.4 wa 0.248 n/a
) Note: The figures in parentheses indicate the percentage change between 1972-3 and 1987-8, c.g. (APCE, - APCE,J/APCE, in the case of
) second column. The regions are listed in decreasing order of the percentage decline in head-count ratio.
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Table 3: Summary statistics (rural areas, 1987-8)

Minimum Maximum Mean CvV
Average per-capita .84 2,06 1.45 18.53
expenditure (APCE) ( .81) (2.18) ( 1.29) (22.53)
Head-count ratio (HICR) 8.37 76.96 34.07 42.27

(11.04) (85.02) (47.33) (36.23)
Gini coefficient (GINI) 1600 3682 2822 13.41

(.1864) (.3855) (.2839) (14.30)

Notes:

(1) The mean value is an unweighted average of the 61 region-specific figures; CV gives

the unweighted coefficient of variation across regions with respect to the unweighted

mean.

2) Figures in parentheses are for the year 1972-3, as given in Jain et al (1988).
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Changes in Rural Inequality: 1972-3 to 1987-8
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Figure 2

While the head-count index of rural poverty declined in all but four regions between 19723
and 1987-8, there are large inter-regional differences in the extent of poverty decline over that
period (see Table 2). The percentage reduction in the head-count ratio between the two
reference years, for instance. ranges from negative values for four regions to 80 per cent for
the Himalayan region of Uttar Pradesh. Another noteworthy pattern is the frequent existence
of sharp contrasts in poverty decline between different regions within a particular state, For
instance, the percentage reduction in head-count ratio ranges from -12.7 per cent to 80.1 per
cent within Uttar Pradesh and from 4.8 to 57.2 per cent within Andhra Pradesh. These intra-
state contrasts are likely to reflect a combination of (1) genuine inter-regional differences in
poverty trends within individual states, and (2) transient differences attributable to short-term

fluctuations in economic conditions, measurement errors, and related factors.

4. INEQUALITY

- As was mentioned earlier, the Gini coefficient of per-capita expenditure has increased in just

about half of ‘the regions, and declined in the other half, with no change on average.
Interestingly, the correlation between the 1972-3 Gini coefficients and the 1987-8 Gini
coefficients is quite weak (see Figure 2), though statistically significant. The considerable

divergence between 1972-3 and 1987-8 Gini coefficients in many regions stands in sharp

contrast with the stability of the "average" Gini coefficient.

Another issue of interest is that of inter-regional inequality. The relevant Lorenz curves can
readily be constructed from region-specific APCE figures, and are displayed in Figure 3.°
Inter-regional inequality patterns, like the average Gini coefficient, are remarkably stable: the
Lorenz curves for 1972-3 and 1987-8 are almost indistinguishable. Of course, the ranking
of different regions along the Lorenz curve is not the same in both years. In other words,

stable levels of inter-regional inequality are consistent with a good deal of inter-regional

*The Lorenz curves appearing in Figure 3 are constructed by treating each region as
one observation, irrespective of population size. It is unlikely that population-weighting
would make much difference to the shape of these curves, since there is no inter-regional
correlation between population size and average per-capita expenditure.
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Figure'3

mobility. Figure | gives an idea of the extent of inter-regional mobility in terms of the head-

count ratio (see also the transition matrix in Table 4).
5. CONVERGENCE

The question as to whether poor countries or regions grow faster than the richer ones has
received a good deal of attention in the recent literature on economic development.” Standard
neoclassical growth models suggest that richer regions have lower rates of return to capital
(due to diminishing returns), implying that the gap between rich and poor regions would
normally narrow over time. This hypothesis of "convergence" can be tested for the Indian

regions, based on 1972-3 and 1987-8 APCE data.

If we regress the difference in average per-capita expenditure between 1987-8 and 1972-3 on
the initial level of per-capita expenditure (APCE,), we find that the coefficient of APCE, is
negative and statistically significant, i.e. the lower the initial level of APCE the larger the
increase between 1972-3 and 1987-8 (see Figure 4). This resuit, however, is not a reliable
test of convergence. To see this, consider the case where APCE in a particular year and for
a particular region consists of the sum of two components, a "trend" component, and a
"transient component", with the latter being randomly distributed with mean zero. If the trend
component changes at the same rate for all regions, i.e. there is no "convergence', a
regression of the growth of APCE between two periods on the initial APCE level would

nevertheless indicate that regions with lower initial APCE tend to experience faster APCE

~growth.® In the absence of any useful information on the importance of transient

'See e.g. Barro and Sala-i-Martin (1992) and Mankiw (1995) and the literature cited
there.

®This is a simple illustration of "Galton's fallacy"; for further discussion in relation to
the issue of convergence, see Friedman (1992). The basic problem is that regions with low

initial APCE are likely to have a negative transient component; since the transient compouent
in the next period is zero on average, and the trend component is the same for all regions by
assumption, these regions are likely to experience higher-than-average APCE growth, and

vice-versa for regions starting with a high initial APCE.
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TABLE 4
Distribution of Regions in Terms of their Position

in the 1972-3 and 1987-8 Scales of Head-count Ratios

Position in the scale of Position in lhé scale of 1987-8 head-count ratios (quintile:)
1972-3 head-count ratios :

(quintile) ! i I v v

[ (lowest HCR) {7 ! 5 0 0

I 1 2 5 2 1 0

i1 | 1 3 3 2 1

v ﬂ 0 1 2 4 3

V (highest HCR) lo 0 , 3 6

Note: Each entry of this "transition matrix” indicates the number of regions that have moved
from the row quintile to the column quintile between 1972-3 and 1987-8. The quintiles are
arranged in ascending order of the head-count ratio in the relevant year. There are 10 regions PN

in each row and column.

12
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expenditure fluctuations, it is difficult to accept the pattern observed in Figure 4 as a solid

indication of convergence.

An alternative test of convergence, which avoids Galton's fallacy. consists of checking
whether the coefficient of variation of APCE is declining over time.” As Table 3 indicates,
this is indeed the case, although the decline is quite small. Interestingly, however, the
i between 1972-3 and 1987 -8. This

coefficient of variation of head-count ratios has increase

"divergence" of poverty indices is an important qualification to the apparent convergence of

average per-capita expenditure.
6. POVERTY DECLINE AND INITIAL CONDITIONS

Given the existence of wide inter-regional variations in the extent of poverty decline between
1972-3 and 1987-8, a natural question to ask is whether the magnitude of poverty decline in
particular regions can be related to specific initial features of those regions. This issue can
be investigated by regressing the percentage change in the head-count index (or in APCE)
between 1987-8 and 1972-3 on a range of relevant regional characteristics. An illustration
is given in Table 5, based on an elementary set of initial characteristics that are readily
available from census data.'® These include indicators of agricultural productivity, population

density, literacy, female labour force participation, and urbanization.

Somewhat surprisingly, onlv two of the variables included in Table 5 are statistically
significant. First, there is a statistically significant association between the growth of APCE
and the initial level of APCE. This association, however, should be interpreted in the light

of our earlier comments on convergence. Second, regions with higher initial levels of female

*This "test" assumes that the distribution of the transient components does not change
over time. If, say, the variance of the transient components declines over time (e.g. due to
improved measurement of per-capita expenditure), this test would lead to a spurious
impression of convergence.

19Aside from 1971 census data, we have used figures on agricultural productivity and
population density from Mahendra Dev (1985).
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Figure 4 .

Independent variables® Dependent variable ;
H, - BpH, (X, - X)X, In Hy - In H; mX,-In X,
constant -0.13 0.27 -2.26 -0.58
(-1.0) (2.1) (-2.1) (-1.4)
Agricultural output per hectare, 1970-73 0.0001 0.0001 * 0.27 0.09
, (1.6) (.7 (1.9) (14
Index of population density, 1970-73 (inverse of “"cultivated -0.006 0.004 0078 -0.005
area per capita") (-0.6) 0.4) -0.7 {-0.09)
Crude literacy rate, 1971 (proportion of literate persons in 0.004 -0.003 0.123 -0.02
the population) (1.DH -0 (0.87) - {-0.2)
Female labour force participation, 1971 (proportion of 0.009 0.007 0.18" - 0.034
"main workers" in the female population) (3.2) 24 3.1 (1.3)
Urbanization, 1971 (proportion of the population living in -0.0007 (0.0003) -0.01 005
urban areas) (-0.3) 0.1 (-0.1) {(1.2)
X, (initial level of average per-capita expenditure) - 025" - 036"
(-2.9) (3.1
H, (initial level of head-count ratio) 0.0014 - 0.03 -
: ' 0.9 (0.2)
2 .
R 0.25 0.26 0.23 0.24
*In the last two columns (logarithmic regressions), we have used the logarithmic values of the independent variables as regressors.
* Significant at 1% level.
Note: X denotes average per-capita expenditure, and H denotes the head-count index of poverty. The superscripts O and 1 refer to 1572-3 and 1987-8, respectively. Each entry
gives the relevant regression coefficient, with t-ratio in brackets.
15 ‘
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labour force participation have experienced larger growth of per-capita expenditure, and also

faster poverty decline.!

The second observation is quite intriguing. It has to be considered as an indicative finding
rather than as a firm result, given the rather limited list of variables that are included on the
right-hand side, and we present it largely as a useful direction of further research. If real, the
identified link can be explained in several ways. First, female Jabour force participation can
be seen as having an important insurance role, in so far as a household with more earning
members is less exposed (other things being equal) to downward income fluctuations resulting
from illness and related events. It is possible that this insurance role has become muore
important over time, e.g. due to increased variability of employment and wages, leading to
some economic advantage (or reduced economic disadvantage) for regions with high levels

of female labour force participation. The role of female labour force participation as an

insurance device may also facilitate risk-taking activities and investment.

Second, higher levels of female labour force participation lead to greater flexibility in
occupational choices at the household level, and this too may improve the ability of a
household to scize new economic opportunities. In particular, it may lead to greater
flexibility in occupational choices for the household as a whole. One possible example of this
concerns male migration from the U.P. hills. This region has had high rates of male out-
migration in recent decades, as large numbers of men found employment in the formal sector
(including particularly the army and other government institutions). Remittances from male
migrants are a major source of income in the U.P. hills, and have been a major factor of
accelerated poverty reduction (the U.P. hills have experienced the highest rate of poverty
reduction among all regions between 1972-3 and 1987-8). The outstanding ability of adult
males from the U.P. hills to seize employment opportunities elsewhere may have been
substantially facilitated by high levels of female labour force participation at home. The

region does have a long tradition of female involvement in a wide range of productive

YThis relationship between initial female labour force participation and change in
poverty (or per-capita expenditure) should not be confused with the well-known observation
that, in rural India, female labour force participation tends to be higher in regions with a

higher level of poverty.
16
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activities, and the absence of adult males from a household may well be less probslematic
there than, say, in the U.P. plains. Even if this particular illustration does not apply, it is
plausible that, in general, a less stringent gender division of labour makes it easiexr for a

household to adopt new occupational patterns in response to economic change.

Third, female labour force participation can be interpreted as an indicator of the general

“involvement of women in economic, social and political matters, with faster poverty decline

being more likely in a society which gives greater scope for women's agency in_general.”
In this perspective, the relevant links are not only those directly relating to women's
productive activities, but may also include more indirect connections. For insténce, the
priorities of public policy may be positively influenced by women's active involvernent in
political matters.  Similarly, the participation of women in the teaching and medical
professions (not only as doctors and teachers, but also in more influential positions) can

enhance the quality of educational and health services, which often play a crucial role in the

process of economic development.'

Befére concluding, it is worth pointing out that the coefficient of "literacy" is non-significant
in all the regressions presented in Table 5. This may seem surprising in the light of rapidly-
accumulating evidence of the close links between widespread education and economic growth’
in many developing countries. For India itself, a recent study by Datt and Ravallion (1995)
concludes that literacy plays an important role in explaining inter-state differences in poverty

reduction over the 1957-1991 period. Our own results fail to corroborate these findings.

7. CONCLUDING REMARKS

In this paper, we have presented estimates of rural and urban poverty and inequality for the

20n the role of women's agency in economic development, with special reference to
India, see Dréze and Sen (1995), and the literature cited there.

“*This seems to be one feature of the development experience of Kerala, where, for
instance, two thirds of primary-school teachers are women. Interestingly, Kerala has had the
highest rate of poverty decline among all Indian states over the 1957-91 period;(see Datt and

Ravallion, 1995). ‘
17
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61 constituent “regions” of India's 16 major states in 1987-88, based on National Sample
Survey data. These estimates pertain to a much lower level of disaggregation than the
standard state-level estimates, and expand the scope for statistical analyses of poverty-related

issues, o

We have also presented brief comparisons of the rural estimates with similar estimates for
1972-3 calculated by Jain et al (1988). Between 1972-3 and 1987-8, the head-count inclex
of rural poverty has declined in almost all regions, but there are large. inter-regional
differences in the extent of poverty decline. We find some evidence of "convergence" in
average per-capita expenditure levels across different regions. But the convergence effect is
small, and the Lorenz curves of inter-regional inequality for the two reference years are very
close to each other. In terms of intra-regional inequality in consumer expenditure (for rural
areas), there have been significant changes in region-specific Gini coefficients, with inequality
rising in about half of the regions and declining in the other half. But the correlation between
1972-3 and 1987-8 region-specific Gini coefficients is quite weak, and the average Ginj

coefficient is virtually the same in both years.

A I;rcliminary attempt was made at relating region-specific changes in poverty between 1972-
3 and 1987-8 to a basic set of initial conditions, including agricultural productivity, population
density, literacy, female labour force participation, and urbanization. Axﬁong these variables,
only female labour force participation is statistically significant (with regions starting off with
higher levels of female labour force participation having experienced higher growth of per-
capita expenditure and a faster rate of poverty decline in the reference period). Some

tentative explanations were advanced for this unexpected finding.

18

R —

Rax



for

dex
snal

ji"n
tis
ery
aral
lity
een

fini

72-
ion
es,
ith
er-

ne

REFERENCES

Barro, R.J., and Sala-i-Martin, X. (1992), "Convergence”, Journal of Political Economy,
100(21).

#

Datt, G. and M. Ravallion (1995), "Why Have Some Indian States Done Better than Others
at Raising Rural Living Standards?", Policy Research Working Paper, World Bank,

Washington, DC.

Dandekar, V.M., and Rath, N. (1971), Poverty in India (Bombay: Samecksha Trust).

Dréze, Jean, and Sen. Amartya (1995), India; Economic Development and Social Qpportunity
(Delhi and Oxford: Oxford University Press).

Friedman, Milton (1992), "Do Old Fallacies Ever Die?", Journal of Economic Literature, 30.

Jain, L.R., Sundaram, K., and Tendulkar, S.D. (1988), "Dimensions of Rural Poverty: An
Inter-Regional Profile", Economic and Political Weekly, November (special issue).

Mahendra Dev, S. (1985), "Direction of Change in Performanee of All Crops in Indian
Agriculture in Late 1970s", Economic and Political Weekly, December 21-28.

tMankiw, Gregory (1995), "The Growth of Nations", Brookings Papers on Economxc Actmty,
25th Anniversary Isaue Brookings Institution, Washington, D.C. :

Minhas, B.S., Jain, L.R., Tendulkar, S.D. (1991), "Declining Incidence of Poverty in the
1980s: Evidence versus Artefacts", Economic and Political Weekly, July 6-13.

Murthi, M., Guio, A.C., and Dreze, J.P. (1995), "Mortality, Fertility and Gender Bias in
India", Population and Development Review, 21.

Ravallion, Martin, and Datt, Gaurav (1994), "Growth and Poverty in Rural India", Policy
Research Working Paper No. 1405, World Bank, Washington, DC.

19




Appendix: Regional Indicators of urhan poverty and Inequality, 19878

Region APCE HCR GINI

1. Andhea Pradesh Coastal 1731 7183 0.3492
2. Andlien Pradesh Inland Northern 1.873 37.33 0.3946
3. Andiva Pradesh South Western 1.339 39.67 0.2926
4. Andhen Pradesh Inland Southern 1,330 47.03 0.3129
5. Assam Plans Eastem 2.513 3.78 0.3463
G, Assam Plains Western 2,049 9,16 0.2753
7. Assam Hills 2.605 4.62 0.3137
8. Bihar Southern 1,627 29.93 0.3187
9. Bihar Norihem 1.061 61.63 0.2745
10. Bikar Central 1.140 54.78 0.2574
1, Gujarat Eastern 1.357 30.12 0.2272
12. . Gujarai Plains Northern 1.601 21.37 0.2715
13, Gujarat Plains Southern 1772 19.84 0.2971
14. Gujarat Dry Arcas 1.205 40.93 0.2143
15. Gujarat Saunashtra 1.276 39.43 0.2629
16. Haryana Eastern 2003 10.99 0.2862
17. Haryana Western 2.022 11.63 0.2795
18. J and K Mountains 2342 6.50 0.2812
19, I and K Quter Hills 2.365 6.21 0.3263
20. J and K Jhelum Valley 2.193 3.89 0.2659
21, Kamataka Coastal and Ghats 1,401 46.05 0.2867
22. Kamataka Inland Eastern 1,583 18.73 0.2434
23, Karataks Inland Southern 1.814 2442 0.3510
24, Karnataka Inland Northern 1.316 46.45 0.3394
25, Kerala Northern 1.416 4390 0.3405
26. Kerala Southern 1.845 29.93 0.3613
27 Madhya Pradesh Chattisgarh 1.695 26.17 0.3088
28, Madhya Pradesh Vindhya 1.195 54.55 0.3189
29, Mudliya Pradesh Central [.316 4992 0.3056
30. Madhya Pradesh Malwa Platean 1.523 34.64 0.3338
31, Madhya Pradesh South Central 1.684 30.85 0.3289
32. Madhya Pradesh South Westemn 1.144 56.63 0.2776
33 Madhya Pradesh Northern 1.610 28.12 0.2979
34 Maharashtra Coastal 2.230 9.10 0.2996
3s. Maharashtra Inland Westem 1.664 28.81 0.3362
36. Maharashtra Island Northern 1.329 45.24 . 0.3168
37. Maharashtra Inland Central 1.200 5275 0.3296
38. Maharashtra Inland Eastern 1.348 4491 0.3390
39. Maharashtra Eastemn 1.238 47.79 0.2708
40. QOrissa Coastal 1.466 33.11 0.2904
41, Orissa Southern 1.284 44.80 0.2949
42, Orissa Northern 1.558 33.01 0.3241
43. Punjab Nosgthern 2299 5.66 0.2762
44, Punjab Southern 2.250 6.02 0.2902
45, Rajasthan Western 1.647 29.26 0.3294
46. Rajasthan North Eastern 1.692 30.86 0.3707
47. Rajasthan Southern 1.798 2792 0.3252
48. Rajasthan South Eastern 1.788 18.36 0.2862
49. Tamil Nadu Coastal Northem 1.713° 31.95 0.3560
50. Tamil Nadu Coastal 1.600 2741 0.3234
5L Tamil Nadu Southern 1.414 4276 0.3570
52. Tamil Nadu Inland 1.897 2144 0.3500
53. Uttar Pradesh Himalayan 2.303 14.47 0.3340
54. Uttar Pradesh Western 1.470 38.84 0.3162
55. Uttar Pradesh Central 1.746 31.35 0.3601
56. Uttar Pradesh Eastern 1.539 33.27 0.3085
57. Uttar Pradesh Southem 1.377 45.89 0.3664
58. West Bengal Himalayan 1.944 6.26 0.2434
59. West Bengal Eastern Plains 1.413 " 36.02 0.2697
60. West Bengal Central Plains 2.102 17.93 03614
61. . West Bengal Western Plains 1.510 21.87 0.2509
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